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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 
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The  1993  Lexus  LS400:  The  Pursuit  Continues. 


The  Relentless  Pursuit  Oj  Perfection. 


t  50  refinements.  Of  course,  that  was  at  last  count. 


Three  years  ago  when  we 
ntroduced  the  LS400,  it  was 
d  as  nearly  perfect.  Our  engineers 

took  that  as  a  challenge. 


New  audible 

remote  entry  with  adjustable 

volume  control. 


Sensors  trigger pre-tensioning 

front  seat  belts  to  cinch  during  a 

severe  frontal  collision. 


Outside  temperature  display 
lets  you  know  what  you're  in  for. 


Oliver's-  and  passengers-side 

airbagsaresetto 
'tploy  in  the  blink  of  an  eye* 


An  air  filtration  system 
helps  reduce  pollen,  dust 
and  airborne  particles. 


An  available  Nakamichi 

audio  system  that  puts  many 

home  systems  to  shame. 


If  power  failure  occurs 

during  a  collision,  dual  airbags  are 

deployed  by  a  backup  system. 


Optional,  pocket-size  phone 
ngenious,  it's  not  only  portable, 
it's  voice-activated. 


Larger,  vented  disc 

brakes  provide  added  security 

even  in  adverse  conditions. 


A  light  sensor  remembers 

to  turn  your  headlights  on  or  off, 

even  when  you  forget. 


Redesigned  outside 

mirrors  help  prevent  buildup 

of  rain  and  snow. 


Wider,  lower  profile  tires 
uig  curves  more  aggressively. 


Both  front  seats  adjust 

to  most  any  position  your  heart 

(or  back)  desires. 


Tire  noise  has  been 

altered  to  a  pitch  less  noticeable 

to  the  human  ear. 


The  1993  LS400 

sets  a  new  standard 

for  the  world. 


^ionOf  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obey  all  speed  laws.  For  more  information,  call  800-872-5398  (800-USALEXUS).  For  the  bearing  impaired,  call  800-443-4999. 
vers-  and  passengers-side  Supplemental  Restraint  System  (SRS)  will  inflate  only  in  a  severe  frontal  impact.  In  a  moderate  collision,  the  three-point  seat  belt  provides  primary  protection;  the  airbag  will  not  inflate. 


The  1993  Lexus  LS400:  ^  's*  N 
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If  at  first 
you  don't 
succeed . 
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RIGHT: 

Sir  Peter  Holmes 
of  Royal  Dutch: 
"We  are  in  the 
prime  of  life.  The 
opportunities 
are  enormous." 
■■I  92 

LEFT: 

Mayor  Edward 
Rendell  of 
Philadelphia: 
When  a  city 
reaches  the 
point  of  no 
return. 
HHHM   52 
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Up  &  Comers:  The  200  Best 
Small  Companies  In  America 


172 


Do  Ton  Have  What  It  Takes? 

By  Fleming  Meeks  and  R.  Lee  Sullivan 

If  you  sincerely  want  to  start  your  own 

business,  study  Robert  the  Bruce. 

Class  Of  '82  Revisited  185 

By  Fleming  Meeks  and  Steven  Ramos 

Why  the  1982  list  lagged  the  market. 


Sturm,  Ruger  &  Co. 

By  Joel  Millman 

Prosperity  in  a  declining  industry. 


188 


Oceaneering  International  190 

By  Toni  Mack 

When  John  Huff  took  charge,  he  had 

something  to  prove. 


Rainbow  Technologies 

By  William  P.  Barrett 
Pirate  insurance. 

Fastenal 

By  William  P.  Barrett 

Robert  Kierlin  versus  the  shorts. 


196 


204 


208 


New  Horizons  Fond 

By  Christopher  Palmeri 

The  rally  in  small  growth  stocks  was 

cut  short.  Overreaction? 

The  Bosses  Of  The  200  Best  212 
The  Honor  Roll  217 

The  List  And  How  We  Define  It  220 
Chief  Executive  Compensation  240 
Alphabetical  Rankings  262 

Where  To  Find  The  200  272 


A  Tough  Mayor  And  The  Unions  52 

By  Robert  Lenzner  with  Lisa  Coleman 
Can  this  city  be  saved? 


The  Money  Men: 
Walter  Channing 

By  Gretchen  Morgenson 
Bargains  in  medical  stocks. 


122 


92 


Royal  Dutch/Shell 

By  James  R.  Norman 

While  the  industry  turns  cautious,  it 

moves  ahead  at  full  speed. 


COMPANIES/INDUSTRIES 


46 


Waste  Incineration 

By  Nina  Munk 

The    $160    million    plant   that   sits 

idle,  a  monument  to  environmental 

hysteria. 

Continental  Can  Co.  58 

By  Roula  Khalaf 

The  vindication  of  a  fired  executive. 

Concurrent  Computer  66 

By  Seth  Lubove 

High  debt  and  high  tech  don't  mix. 

Giorgio  74 

By  Zina  Moukheiber 

Fred  and  Gale  Hayman  made  a  great 

team.  It  didn't  last. 

Wolverine  World  Wide  82 

By  Rita  Koselka 

The  resuscitation  of  Hush  Puppies. 


International  Game  Technology  96 

By  Randall  Lane 

The  big  payoff  is  from  the  software. 

United  Tote  Co.  113 

By  Phyllis  Berman 

The  Montana  family  that  wins  big. 

McCrory,  Riviera  Et  Al.  1 3( 

By  Riva  Atlas 

Creditors  take  on  Meshulam  Riklis 
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Petroleum  Heat  &  Power  Co.      15< 

By  Christopher  Palmeri 
Cold  economics. 
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Carter  Hawley  Hale 

By  John  H.Taylor 

Some  bargain  for  Samuel  Zell. 


16 
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Quick  &Reilh 

By  Richard  Phalon 

Discounter  takes  up  specialists'  work 

The  Booming  Rustbelt  16 

By  Gary  Slutsker 

Did  you  think  the  economy  was  deactt|  fay 

You  didn't  look  at  Cedar  Rapids. 
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Heineken  4 

By  Peter  Fuhrman 

How  to  make  money  in  U.S.  beer,  i 

Gorby  Takes  The  Fifth  4 

By  Vladimir  Kvint 

Is  Yeltsin  persecuting  the  depose 

leader?  Or  is  Gorbachev  hiding  som: 

thing? 

Japanese  Finance 

By  Andrew  Tanzer 

Too  bad  it's  so  backward. 

Frankfurt,  Financial  Center? 

By  Richard  C.  Morais 

First  it  needs  a  little  polishing. 
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Forget  the 
blockbuster 
drugs,  says 
Walter  Charming. 
Play  the  trends. 
I^Ml    122 


MONEY  &  INVESTING 


Soros  And  The  Central  Banks       40 

By  Thomas  Jaffe  and  Dyan  Machan 
The  $1.5  billion  coup. 

Rescue  On  Fifth  Avenue  43 

By  Howard  Rudnitsky 

Disaster,  the  mother  of  invention. 

Taxing  Matters: 

The  Agents  Run  Riot  144 

By  Laura  Saunders 

A  runaway  Supreme  Court  opinion. 


The  Funds:  Half-Open 

By  Mary  Beth  Grover 
What's  the  point? 


322 


The  Funds:  Nicholas  Income       324 

By  Jason  Zweig 

Albert  Nicholas  is  wary  of  some  recent 

junk  offerings.  Why? 

The  Forbes  Index  36 
The  Forbes/Barra 

Wall  Street  Review  319 

Mutual  Fund  Review  320 

Streetwalker  336 

The  market;  Mead;  bank  stocks. 


LAW  AND  ISSUES 


On  The  Docket: 

Antitrust  72 

By  David  Frum 

Should  it  be-  illegal  to  cut  prices  or 

offer  consumers  better  service? 

Subway  Robbery  134 

By  Jerry  Flint 

If  you  really  believe  that  increased 
government  spending  solves  prob- 
lems, read  this  story. 


Great-grandpa  sold 
remounts  to  the 
Cavalry.  His 
descendants  sell 
totes  to  horse  tracks. 
■■■i   113 


Blacks  And  Liberals  149 

By  Paul  Klebnikov 

Perhaps  the  black  community  no 
longer  believes  what  its  leaders  and 
what  white  liberals  preach. 


What  infrastructure 
is  all  about. 

wmmm  134 


MARKETING 


78 


The  Garth  Brooks  Look 

By  Tatiana  Pouschine 

What  James  Dean  did  for  Levi's  jeans, 

Garth  Brooks  is  doing  for  Wranglers. 


COMPUTERS/COMMUNICATIONS 


284 


Rising  Sun 

By  Gale  Eisenstodt 

Sun  Microsystems  wins,  Japan's 
mainframe  companies  lose.  Also: 
Commentary  by  Mitchell  Kapor. 


SCIENCE  &  TECHNOLOGY 


292 


Visualization  For  Doctors 

By  David  C.  Churbuck 

Brain  surgeons  order  up  instant  plas- 
tic models  of  the  skull.  Also:  Com- 
mentary by  Michael  Gianturco. 


PERSONAL  AFFAIRS 


Grape  Stomping 

By  Richard  C.  Morais 

If  you're  serious  about  wine. 

Is  Tour  Shirt  Killing  You? 

By  Brigid  McMenamin 

Tight  collars  and  cloudy  thinking 


298 


302 


Collectors:  Medieval  Arms  306 

By  Christie  Brown 

They   were    intimidating   in    1540. 

They're  still  hazardous — for  buyers. 
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RELAX  &  ENJOY. 


IT  HAPPENS  TO  THE 
BEST  OF  US. 

Inevitably,  no  matter  how  much  we  struggle, 
in  one  way  or  another,  one  day  we  become  our 
parents.  Instead  of  resisting  this  notion,  we 
invite  you  to  celebrate  this  rite  of  passage  with 


DRAMBUIE 

ttfjQfitr 


an  exquisite  liqueur,  one  that  your  father  knew 


so  well.  Drambuie.  A  blend  of  the  finest  aged 


malt  scotch  whiskies,  heather,  honey  and 


delicate  herbs  creates  a  unique  taste  that 


lingers  long  after  you've  finished  drinking  it. 


Perhaps  your  father  did  know  best  after  all. 


-YOUR  TIME  HAS  COME. 


TO  SEND  A  GIFT  OF  DRAMBUIE  INTHE  UnITEOStATES,  CALL  1-800-238-4373.  VOID  WHERE  PROHIBITED  BY  LAW. 
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Andy  Carson  of  Jackson  Hole  Mountain  Guides  sound  asleep  at  5,  J  00  ft.  on  the  face  ofMtWilson,  Red  Rock  Canyon,  Nevada 

You  May  Not  Know  Us,  But  We  Help 
The  North  Face  Satisfy  Their  Off-The-Wall  Customers. 


When  The  North  Face,  America's  premier 
outdoor  gear  company,  wanted  to  make  a 
sleeping  bag  that  could  protect  even  their 
most  high-minded  customers,  they  turned  I  ' 
to  Hoechst  Celanese.  Always  up  to  a 
challenge^  Hoechst  created  Polarguard*  a 
remarkable  insulating  fiber  that  allows  a 
sleeping  bag  weighing  next  to  nothing  to  keep  a 
body  warm  and  dry  down  to  30  degrees  below  zero. 


It's  no  wonder  companies  all  over  the 
world  trust  Hoechst  Celanese  for  solutions 
and  a  never-say-never  attitude.  For  whether 
it's  creating  the  fabrics  that  keep  you  warm, 
the  medicines  that  keep  you  well,  or  ways 
to  protect  the  earth  we  share,  at  Hoechst 
Celanese,  we  take  all  our  responsibilities 

very  seriously.  And  with  a  partner  like  that,  what 

company  wouldn't  rest  comfortably? 


Hoechst  Celanese 


Hoechst 


The  Name  Behind  The  Names  You  Know 


rth  Face  name  is  a  registered  trademark  of  The  North  Face.  The  Hoechst  name  and  logo  are  registered  trademarks  of  Hoechst  AG. 
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A  NEW  LEVEL  OF  PERFECTION  IN 
SWISS  WATCHMAKING. 
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INTRODUCING  THE 
CONCORD  MARINER  500  WATCH. 


The  meticulously 
ground  and  diamond- 

The  polished  Roman 
numerals,  hand-set 

polished  sapphire 
crystal  is  completely 
curved  to  follow  the 

with  minute  pins,  are 
curved  to  follow  the 
distinctly  curved  bezel 

contour"bf  the  bezel. 

and  sapphire  crystal. 

The  hand-polished 
and  carved  18  karat . 

The  hand-polished 
carved  stainless 

gold  bezel  is  distinctly 

ti 

'  steel  case  is  uniquely 

curved  to  follow  the 

I 

U)l 

1 

curved  to  follow  the 

wrist's  contour. 

wrist's  contour. 

The  setting  crown 

Each  link  is  .——' 

screws  down  to 

individually  curv 

ed.^kwS^W 

assure  water-resistanc 

e 

tapered  and  gradi 

jated            ^^^^^^ 

to  330  feet. 

to  lie  perfectly  on  the 
wrist's  contour,  with  a 
unique  curved  spring- 
latched  clasp. 

No  other  watch  in  the  world  is  constructed  with  such  precise 

attention  to  detail  and  designed  with  such  consideration  of  perfect  fit. 

The  Concord  Mariner  500  Watch  in  18  karat  gold  or  18  karat  gold  and  stainless  steel 

is  truly  the  fine  line  between  sculpture  and  engineering. 

CONCORD  Q)  MARINER 
500 

SWISS 

SJNCC  1906 

Concord,  Concord  logo,  Concord  Mariner  are  registered  trademarks. 
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Robert  the  Bruce 
Patron  saint  of 
entrepreneurs? 


Try,  try  and  try  again 

Fleming  Meeks,  who  edited  this  year's  "200 
Best  Small  Companies  in  America"  feature,  was 
intrigued  to  learn  how  young  so  many  of  the 
companies  on  his  list  were.  "More  than  three 
dozen  of  them  weren't  even  started  when  we  did 
our  first  'Best  Small  Companies'  13  years  ago," 
Meeks  points  out.  About  one -third  of  the 
startups  that  vaulted  onto  our  "Best"  list  were 
in  one  way  or  another  capitalizing  on  the 
personal  computer,  with  all  its  implications  for 
business  and  society;  only  1 1  years  ago  did  IBM 
introduce  its  first  PC. 

Now  here's  what  gets  really  interesting:  Not  ■■■§ 
all  of  these  startups  were  created  by  techies.  The 
founders  tended  to  be  people  from  all  kinds  of  backgrounds  who  had 
in  common  only  a  desire  to  run  their  own  business  and  a  sharp  eye  for 
embryonic  opportunities.  Read  "If  at  first  you  don't  succeed  .  .  ."by 
Fleming  Meeks  and  Lee  Sullivan  (page  172).  You  may  be  surprised 
to  learn  that  persistence — not  genius  or  special  knowledge — is  the 
most  common  hallmark  of  the  successful  entrepreneur. 

Going  with  the  flow 

Want  to  see  a  pained  face  on  a  currency  trader?  Just  attribute  the 
recent  collapse  of  pound  sterling  to  the  machinations  of  his  crowd. 
He  or  she  will  insist  that  it  wasn't  the  currency  speculators  who 
overwhelmed  the  European  central  banks  when  they  tried  to  defend 
fixed  currency  rates;  it  was  the  market  itself.  A  smart  currency  trader 
doesn't  start  a  trend;  he  tries  to  detect  it  and  then  rides  with  it  as  far  as 
he  thinks  it  will  go.  It's  an  old  game,  this  going  with  the  flow.  It  was 
old  60  years  ago  when  John  Maynard  Keynes  played  it  lying  in  bed 
mornings  in  his  London  flat.  But  no  one  before  played  it  as 
successfully  or  on  the  scale  that  George  Soros  did  this  fall.  Read 
"How  the  market  overwhelmed  the  central  banks"  by  Tom  Jaffe  and 
Dyan  Machan.  Page  40. 

"The  union  wouldn't  like  it" 

The  distinguished  photographer  Claudio  Edinger  was  shooting 
pictures  for  Forbes  at  Manhattan's  34th  Street  and  7th  Avenue 
subway  station  when  he  was  hailed  by  a  subway  system  bureaucrat. 
Recalls  Edinger:  "  'Did  I  have  permission  to  shoot?'  the  bureaucrat 
demanded.  Fortunately,  I  did.  Why  did  I  need  permission  to  take 
pictures  on  public  property?  Because  the  unions  run  the  system,  and 
they  don't  want  the  public  to  see  photographs  of  filthy,  run-down 
premises.  I  had  had  similar  experiences  in  Sandinista  Nicaragua  and 
in  Brazil  under  military  dictatorship,  and  I  realized  the  New  York 
subway  is  just  like  a  dictatorial  system:  The  bosses  want  to  keep  the 
public  in  the  dark  as  far  as  possible."  Edinger  politely  asked  a 
platform  sweeper  if  he  could  photograph  him.  "  'No,  no,'  the 
sweeper  told  me.  'The  union  wouldn't  like  it.'  " 

Because  the  union,  not  management,  is  the  boss  of  this  so-called 
public  service,  fares  rise  faster  than  inflation  and  yet  the  system  soaks 
up  more  and  more  public  largesse.  Jerry  Flint's  "Subway  robbery," 
with  photographs  by  Edinger,  begins  on  page  134. 
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TO  APPRECIATE  NORELCO'S 
IHAVEJOU  HAVE  TO  LOOK  BENEATH 

THE  SURFACE. 


Ifs  amazing. 
Norelco®  can  actually 
lave  below  skin  level.  As 
le  responsive  floating 
eads  adjust  to  hug  every 

contour 
of  your 
face, 


mating  heads  move 
and  down  to  hug  the 
xtours  of  your  face. 


your 
beard  is 
being 
removed 
bya 
atented  technology 
nique  in  all  of  shaving. 
The  Norelco  "Lift  and 
ut™  system. 

It  consists  of  a  precision  lifter  in  front  of  the  blade  that  notches  into 
le  hair  and  raises  it  up.  After  the  blade  cuts  the  lifted  hair,  the  hair  shaft 

can  actually  drop  back  below  skin  level. 

The  result  is  a  remark- 
ably close  shave.  And 
because  the  blades  don't 
even  touch  your  face, 
you're  also  rewarded 
with  exceptional  comfort. 

TrytheNorelco 
razor.  And  experience 
the  deep  satisfaction  of  a 
perfect  shave. 

CjNoreicc? 

2  Norelco  Consumer  Products  Company,  A  Division  of  North  American  Philips  Corporation,  Stamford,  CT  06904  VVC  fHdkC  ClOSC  COWtfOftClOlC. 


MEEfiTTMI 


Forbes 


President  and  Editor-in-Chief 

MALCOLM  S.  FORBES  JR. 

Publisher 

CASPAR  W.  WEINBERGER 

Vice  Chairman 

CHRISTOPHER  FORBES 

Executive  Vice  President 

LEONARD  H.  YABLON 

Associate  Publisher 

JEFFREY  M.  CUNNINGHAM 

Vice  President- Administration: 

Scott  R.  Yablon 

Vice  President-Treasurer: 

Joel  B.  Redler 

Vice  President-Consumer  Marketing: 

John  M.  Thornton 

Director  of  Corporate  Communications: 

Wm.  Donald  Garson 

Director  of  Circulation: 

Lawrence  B.  Freeman 

Director  of  Data  Processing: 

Joseph  J.  De  Marte 

Vice  President-Advertising 
and  Promotion 

STEPHEN  G.  NICOLL 

Director  of  Advertising: 

William  J.  Flatley 

New  York:  Russell  Cherami,  Mgr.; 

George  C.  Clissold,  Cons.  Adv.  Mgr., 

Christopher  Clark,  Ted  Gramkow, 

Joseph  A.   Gutherz,  Michael  McCormack, 

Hunter  G.  Millington 

Atlanta:  John  H.  Reock,  Mgr. 

Boston:  Nick  Carter,  Mgr. 

Chicago:  David  C.  Nordhoff,  Mgr.; 

William  J.  Powers  Jr. 

Dallas:  Fred  H.  Wellington,  Mgr. 

Detroit:  David  Forgione,  Mgr.; 

Michael  A.  Woods 

Los  Angeles:  Eric  Rucker,  Mgr.; 

Jill  S.  Hams 

Philadelphia:  Patrick  Dignan,  Mgr. 

San  Francisco:  Ward  J.  Flock,  Mgr.; 

Candace  J.  Alexander 

Director  of  International  Advertising: 

Peter  M.  Schoff 

James  W.  LaCirignola,  Dir.,  Intl.  Adv., 

Latin  America,  Korea,  the  Philippines 

Hong  Kong:  Jane  G.  Flowers,  Dir.,  Intl. 

Adv.,  Southeast  Asia 

London:  Steven  Rau,  European  Mgr. 

Tokyo:  Hirowo  Itow,  Japan  Regional 

Adv.  Dir.;  Hiroyuki  Nakagawa, 

Japan  Adv.  Sales  Mgr. 

Director  of  Advertising  Programs: 

Irwin  Kornfeld 

G.  Croft  Henry,  Dir.  Economic  Dev. 
Susan  D.  Toscani,  Mgr.  Special  Sections  Sales. 
Virginia  Carroll,  Linda  Loren,  Sarah  Madison, 
Carol  Nelson 

Director  of  Advertising  FYI: 

Ellen  S.  Dweck 
Evelyn  Mitchell,  Mgr. 

Director  of  Market  Development: 

Bruce  H.  Rogers 

Robert  Bohn,  Marisa  Marks 

Advertising  Business  Manager: 

Marc  R  Handler 


EDITED  BY  GRAHAM  BUTTON 


Crime  is  still  on  the  line 

Despite  recent  media  stories  to  the 
contrary,  the  war  against  telephone 
toll  fraud  shows  no  sign  of  being  won 
(Aug.  3).  At  an  FCC  hearing  last 
month,  Commissioner  Ervin  Duggan 
acknowledged  efforts  by  long  dis- 
tance carriers  to  address  the  problem 
with  education  and  liability  sharing. 
"Nevertheless,"  said  Duggan,  "toll 
fraud  losses  continue  to  mount." 


Forbes 


Crime  on 
the  line 


Despite  the  best 
efforts  by  long  dis- 
tance carriers, 
losses  from  tele- 
phone toll  fraud 
continue  to  mount. 


Thomas  Mara,  an  officer  at  Ameri- 
can Investment  Bank/Leucadia  Na- 
tional Corp.,  told  the  FCC  the  bank's 
long  distance  carrier  had  promised  to 
notify  the  bank  of  any  dramatic  in- 
crease in  long  distance  volume — of- 
ten a  sign  of  toll  fraud.  But,  without 
warning,  the  bank  in  July  was  socked 
with  a  bill  that  included  $250,000  in 
unexplained  calls,  primarily  to  the 
Dominican  Republic. 

Lawsuits  continue  to  pile  up.  Last 
month,  for  example,  AT&T  sued  the 
New  York  Post  for  $91,000  in  unpaid 
bills;  the  publisher  claims  the  calls 
were  fraudulent  and  refuses  to  pay. 

Now  politicians  are  getting  into  the 
act.  Congressman  Edward  Markey 
(D-Mass.)  introduced  a  bill  that 
would  limit  many  corporate  custo- 
mers' liability  to  one-third  of  any  toll 
fraud  charges.  That  would  shift  liabil- 
ity, but  would  not  end  the  war. 

-Brigid  McMenamin 


Friendly  fire 

In  1950  young  Frank  Bennack  placed 
high  in  a  high  school  oratorical  con- 
test sponsored  by  his  hometown  pa- 
per, the  San  Antonio  Light.  Shortly 
after,  the  paper'.s  publisher,  Hearst 
Corp.,  hired  Bennack  to  sell  classified 
ads.  In  1979  Bennack  became  chief 
executive  of  privately  owned  Hearst. 
The  company  has  had  some  big 
problems  in  Texas  (Dec.  14,  1987). 
The  San  Antonio  Light  has  lost  over 
$60  million  since  1987  battling  Ru- 


pert Murdoch's  larger  Express-News. 
Moreover,  Hearst  paid  $415  million 
for  the  Houston  Chronicle  in  1987. 
Largely  because  of  debt  service,  the 
Chronicle  has  probably  not  broken 
even  during  its  so-far  unsuccessful 
battle  to  knock  out  William  Dean 
Singleton's  smaller  Houston  Post. 

Hearst  has  announced  it  will  close 
the  San  Antonio  Light  and  furlough 
its  600  employees  if  no  buyer  is 
found.  But  it  will  still  be  in  Bennack's 
hometown:  Hearst  will  pay  Mur- 
doch's News  Corp.  $185  million  to 
buy  the  Express-News.  The  kick  here  is 
that  Murdoch  demanded  that  none  of 
his  paper's  workers  be  fired;  Bennack 
agreed.  Light  employees  have  printed 
up  T  shirts  emblazoned  "Victim  of 
Friendly  Fire. "-William  P.  Barrett 

One-eyed  king 

In  1868  Thomas  Frost's  great-grand- 
father started  what  became  San  An- 
tonio's Cullen/Frost  Bankers.  Over  a 
century  later,  in  1973,  Tom  Frost 
took  charge.  Sound  credit  analysis 
apparendy  runs  in  the  Frost  family's 
genes.  While  many  of  Frost's  Texas 
rivals  piled  up  loans  to  speculative  real 
estate  ventures  in  the  early  and  mid- 
1980s,  Frost  concentrated  on  making 
commercial  loans  to  longtime  cus- 
tomers, and  well-secured  mortgage 
loans  to  owners  of  existing  residential 
and  commercial  property.  By  1987 
Cullen/Frost  was  the  only  Texas 
bank  with  assets  of  more  than  $1.5 
billion  to  show  a  profit.  "In  the  land, 
of  the  blind,"  Frost  told  Forbes,  "the 
one-eyed  man  is  king"  (May  2, 1988). 

Cullen/Frost  did  not  escape  the 
Texas  real  estate  slump  unscathed.  In 
1990  the  bank  lost  $8.2  million;  last 
year  it  earned  just  $200,000.  But 
Texas  is  recovering,  and  Cullen/ 
Frost  is  expected  to  earn  about  $24 
million  ($2.47  per  share)  this  year.- 

In  late  September  Cullen/Frost's 
shares,  which  traded  as  low  as  6V&  last 
year,  hit  29%  amid  speculation  that 
the  bank  was  a  takeover  target.  Recent 
price:  29,  or  1.4  times  book  value. 

Frost  says  he  hopes  the  bank  will 
remain  independent.  He  notes  that 
Cullen/Frost  has  been  doing  busi 
ness  in  Mexico  since  the  1930s  and  is 
particularly  well  positioned  to  benefit 
from  the  North  American  Free  Trade 
Agreement.   Still,  Tom   Frost   owns 
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f^mbrands 

announces  its  41st  consecutive  year 

of  increased  dividends. 


^ 


ANNUAL  DIVIDEND  GROWTH  1951  -  1992 


Tambrands  has  increased  its  dividends 
every  year  for  the  past  41  years.  Only  two 
other  companies  in  the  S&P  500  can  boast 
such  an  impressive  record  of  dividend  growth, 
and  they're  both  utilities. 

Our  commitment  to  growth  has  helped 
make  Tampax®  tampons  the  world's  best 
selling tand,  with  a  product  that  is  trusted 
by  millions  of  women  everywhere.  And  it's 
why  our  market  share  exceeds  50%  in  major 


markets  such  as  the  United  States,  Canada, 
the  United  Kingdom,  France,  Spain  and  Italy. 

So  it's  not  surprising  that  our  share- 
holders put  their  trust  in  Tambrands.  You 
too  can  put  your  trust  in  a  little  tampon 
that's  paid  big  dividends  for  41  consecutive 
years.  For  more  information,  write  to 
Tambrands  Inc.,  Shareholder  Relations  Dept., 
777  Westchester  Avenue,  White  Plains, 
New  York  10604. 


TAMBRANDS 


Tampax  is  a  registered  trademark  of  Tambrands  Inc.,  Palmer,  MA  01069  ©  1992  Tambrands  Inc. 
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J  understands  the  benefits  of  power  more  than  a  truck  company.  An  attitude  capably  put  into 
e  in  our  Safari  XT  -  a  midsize  van  endowed  with  the  most  powerful  standard  engine  in  its  class, 
ig  you  to  comfortably  tow  up  to  5.500  pounds,  the  best  in  its  class  * 

ck  strengths  further  refined  with  the  technology  of  standard  4-wheel  anti-lock  braking  safety.  And 
weather  security  of  available  all-wheel  drive.  Why  not  call  1-800-GMC-TRUCK  (1-800-462-8782) 
re  advantages  of  our  90  years  of  experience.  It  could  be  your  first  step  to  bigger  and  better  things. 

perly  equipped  including  trailer,  passengers,  cargo  and  equipment.  '  

Z  Truck  and  Safari  are  registered  trademarks  of  General  Motors  Corp.  Bockfe  up.  America!  I  —  LnSrl  W.  THE  STRENGTH  OF  EXPERIENCE 
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THE    PENINSULA 

CROUP 
® 

Snuf     The    Experience 

The  Peninsula  Hong  Kong 

The  Kowloon  Hotel  Hong  Kong 

The  Peninsula  Manila 

The  Palace  Hotel  Beijing 

The  Peninsula  New  York 

The  Peninsula  Beverly  Hills 

The  Peninsula  Bangkok  (Opening  1995) 
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RETURNS  THAT  BEAT  THE  MARKET1 


Proof  That  Some  Junk  May 
TUrn  Out  Quite  Valuable 


Comfortable  with  the  greater  risks  of  low 
quality  bonds?  Now  may  be  the  time  to  consider 
investing  in  Spartan  High  Income  Fund. 

•  Built-in  fund  diversification  can  reduce  the 
risk  of  owning  individual  bonds. 

•  Fidelity's  Spartan  Approach  is  designed  to 
maximize  yields  by  minimizing  expenses.3 


Spartan  High 
Income  Fund 


o  2 
~  a* 
53  OS 


30-day  Yield* 
(ended  10/12/92) 


9.36" 


1-Year  Total  Return2 
(9/30/91-9/30/92) 


27.43% 


Avg.  Annual  Return2  <ym  c-J% 
(8/29/90-9/30/92)    £j*Jl' 


Call  1-800-544-8888  24  Hours 


Fidelity 


Investments 


® 


2r  ^        w  CODE:  FORB/SPH/1 10992 

For  more  complete  information,  including  management  fees  and  transaction  expenses,  call  or  write 
for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  There  is  a  1%  redemption  fee  on 
shares  held  less  than  270  days.  'For  the  year  ending  9/30792,  the  Fund's  total  return  outpaced  the  1 1.05%  return  of 
the  Standard  &  Poor's  500  Index.  2Total  returns  are  historical  and  include  change  in  share  price,  reinvestment  of 
dividends  and  capital  gains.  Share  price,  yield  and  return  vary  so  you  may  have  a  gain  or  a  loss  when  you  sell  your 
shares.  ^Transactions  you  make  reduce  your  yield.  Fidelity  Distributors  Corporation. 


just  4%  of  the  stock.  Some  analysts 
think  he'd  sell  for  the  right  price. 

Sun  power 

Harnessing  solar  energy  is  a  busi- 
ness that  can  never  quite  seem  to  get 
off  the  ground  (Any.  15,  1983). 
Worldwide  production  of  photovol- 
taic energy  has  grown  from  3.3  mega- 
watts in  1980  to  some  56  megawatts, 
but  that  represents  sales  of  just  $360 
million,  according  to  Strategies  Un- 
limited in  Mountain  View,  Calif. 

But  no  one  is  giving  up  on  solar 
power.  Indeed,  some  so-called  re- 
mote solar  applications  are  proving  to 
be  economical.  In  the  case  of  a  new 
home  that's  more  than  one -third  of  a 
mile  from  existing  power  lines,  for 


A  solar-powered  vaccine  refrigeration  unit 
Remote  solar:  a  growth  business. 


example,  it's  now  often  cheaper  to 
install  a  solar- powered  photovoltaic 
system  than  to  string  new  lines.  Other 
remote  applications — lighting  for  bus 
stops,  parking  lots  and  billboards — 
are  proliferating  at  a  rapid  rate. 

Remote  solar's  biggest  potential 
market — developing  nations  that  lack 
adequate  power  supplies — is  still  vir- 
tually untapped.  Increasingly,  these 
countries  are  looking  to  photovoltaics 
to  light  remote  villages  and  power 
agricultural  irrigation  systems.  Pho- 
tocomm,  Inc.,  a  publicly  traded  firm 
in  Scottsdale,  Ariz.,  is  marketing  so- 
lar-powered cellular  telephones  to 
countries  in  Latin  America  and  Asia. 
"Some  of  these  countries  are  trying  to 
avoid  the  high  cost  of  a  traditional 
wire-line  system,"  says  Photocomm 
President  Robert  Kauffman. 

But  none  of  the  major  solar  compa 
nies  is  making  any  money  yet.  Says 
William  Howley,  chief  of  staff  at  Sie- 
mens Solar  Industries  :  "We're  still  in 
an  investment  mode."  ■ 
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FREE  Special  Report 


The  4  Most  Costly  Estate  Planning  Mistakes 

Made  By  Those  Worth  $3  Million  to  $250  Million 


Tragically,  you  may  be  making  two 

or  three  or  these  mistakes  costing 

you  millions  of  dollars. 

1  haf  s  why  Barry  Kaye  has  prepared  a  FREE  Special  Report: 
12  Wealth  Preservation  Strategies,  that  he'd  like  to  send  you.  This 
exclusive  report  reveals  easy  steps  you  can  take — right  now — to 
legally  avoid  each  mistake  and  reduce  your  estate  tax  cost  up  to  90%* 


Barry  Kaye,  America's 
#1  expert  on  estate  tax 
cost  discounts . . . 
author  of Save  A 
Fortune  On  Your  Estate 
Taxes  . . .  and  founder 
and  chairman  of  Wealth 
Creation  Centers51" — 
America's  Foremost 
Estate  Tax  Cost 
Discount  Specialists. 


#  1     Losing  50%  or  more  of  your  estate's  net 
M.  worth  to  estate  tax  costs. 

Death  and  estate  taxes  are  inevitable.  FACT:  Uncle 
Sam  is  due  the  money  owed  by  your  estate  upon  your 
death.  Nobody  —  not  your  attorney,  your  financial 
planner  or  your  accountant  —  can  change  that.  But  the 
big  question  is:  WHO  will  pay  your  estate  taxes? 

Without  proper  estate  planning,  your  heirs  will  be 
100%  responsible  for  paying  these  taxes.  Over  a 
$3,000,000  estate,  they'll  pay  55%  in  estate  taxes. 

But  in  your  FREE  Special  Report,  12  Wealth  Preserva- 
tion Strategies,  Barry  Kaye  reveals  a  proven,  no-risk 
concept-based  on  current  assumptions — he  calls  The 
Wealth  Transfer  SystemSM.  Using  this  concept,  you  can 
legally  reduce  your  estate  tax  costs  by  up  to  90%  and  pass 
on  nearly  two  times  more  money  to  your  heirs  —  income 
and  estate  tax  FREE! 

#  O     Failing  to  leverage  your  IRA,  Keogh  or 
m0     pension  to  protect  your  estate. 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  you'll  discover  proven  strategies  Barry 
Kaye  uses  to  help  his  clients  multiply  their  retirement 
accounts  and  legally  transfer  10-20  times  more  money 
to  their  heirs. 


*3 


Believing  your  municipal  bonds  are 
completely  tax  free.  (They're  not). 


In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  Barry  Kaye  explains  exciting  new  municipal 
bond  alternatives  that  can  effectively  guarantee  thatyour 
muni  bond  jnoney  will  become  income  AND  ESTATE 
TAX  FREE. 

#/f     Thinking  liquidity  will  protect  you 
^k    from  the  devastation  of  estate  taxes. 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  Barry  Kaye  will  explain  why  liquidity  will 
give  you  a  false  sense  of  security.  He'll  show  you  how  to 
turn  your  liquidity  into  protection  for  your  family  and 
multiplied  wealth  for  your  heirs. 


Whaf  s  more,  you'll  discover  how  to  avoid  other 
mistakes  like  giving  your  favorite  charity  only  a  fraction 
of  what  you  could  give  them  and  solely  depending  on  a 
"general"  insurance  agent,  CPA,  attorney  or  financial 
planner  for  estate  planning.  Now,  you  can  discover  the 
same  strategies  used  by  some  of  America's  wealthiest 
families  in  a  FREE  Special  Report  by  Barry  Kaye,   12 
Wealth  Preservation  Strategies. 

To  receive  your  FREE  Special  Report . . . 


Call  Toll  Free  1-800-662-5433 

Monday-Friday,  8:30-5:30  PST 

•  For  your  FREE,  No-Obligation  copy  of  the 
Special  Report:  12  Wealth  Preservation 
Strategies  By  Barry  Kaye 

•  For  a  FREE,  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes 
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Wealth 

Preservation 

Strategies 


Barky  Kaye 


Available  in  fine 
bookstores  everywhere 

"Much  useful  advice  from  a  man  who 
has  so  much  useful  advice  to  give." 
—  Malcolm  S.  Forbes,  Jr. 
President  &  Editor-in-Chief, 
Forbes  Magazine 
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Wealth  Creation  Centers5™ 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 


Call,  fax  or  write: 

1901  Avenue  of  the  Stars,  Suite  500 

Los  Angeles,  California  90067 

1-800-662-5433  •  310-277-9400  •  FAX:  310-282-0775 

*  Discounted  tax  costs  based  on  current  assumptions,  other  requirements 
and  a  last-to-die  life  insurance  policy  or  an  individual  policy. 
©1 992  Wealth  Creation  Centers 


CAVEAT:  This  is  only  effective  if  you  are  over  age  60,  worth  over  $3  million,  have  excess  funds,  and  can  qualify . 
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Well,  now, 

on  the  other  hand . . . 

George  Bush  and  Bill  Clinton  have 
each  received  $55  million  from  the 
public  to  finance  their  1992  general 
election  campaigns.  The  money 
comes  from  taxpayers  who  donated 
$1  of  their  federal  income  taxes. 

And  Ross  Perot?  Billionaire  or  no, 
as  long  as  his  independent  candidacy 
garners  more  than  5%  of  the  vote,  he 
too  may  be  eligible  to  collect  millions 
of  dollars  from  the  Federal  Election 
Commission.  How  much  would  de- 
pend on  what  percentage  of  the  vote 
Perot  pulls.  (In  1976  John  Anderson 
got  7%  and  received  $4.2  million.) 

The  law  also  says  a  candidate 
doesn't  qualify  for  federal  funds  if  he's 
spent  more  than  $50,000  of  his  own 
money  on  the  campaign.  Perot  al- 


Ross  Perot 

Will  he  ask  for  federal  aid? 


ready  has  pumped  $16  million  into 
his  quest  and  says  he'll  spend  another 
$44  million.  But  after  the  election, 
Perot  can  petition  the  six -person  fec 
to  exempt  him  from  this  rule. 

Perot  has  said  he's  not  interested  in 
the  money.  But  there  are  millions  at 
stake,  and  if  there's  one  thing  Perot 
excels  at,  it's  changing  his  mind.  (The 
Perot  camp  didn't  return  calls  inquir- 
ing into  this  matter.  )-Linda  Killian 

The  Big  Bear  offensive 

Vietnamese  officials  have  been 
courting  Mobil  Corp.  as  part  of  their 
effort  to  overturn  the  18-year  U.S. 
trade  embargo  that  has  kept  away 
American  companies.  The  carrot, 
should  Washington  relent,  is  that 
Mobil  will  be  given  preferential  drill- 
ing rights  in  the  most  promising  parts 
of  Vietnam's  Big  Bear  offshore  oil- 


field. The  Vietnamese  say  this  field, 
situated  125  miles  off  the  southern 
coast  of  the  country,  has  about  300 
million  barrels  of  recoverable  crude. 
Indeed,  several  non-American  com- 
panies, including  Canada's  Petro- 
Canada  and  Enterprise  Oil  Pic.  of 
Britain,  have  bought  exploration 
rights  in  the  field. 

But  no  one  at  Mobil  is  getting  too 
excited.  After  a  few  informal  discus- 
sions with  the  Vietnamese,  company 
officials  broke  off  talks  when  it  be- 
came clear  that  the  communists  were 
trying  to  use  Mobil  as  a  wedge  with 
Washington.  Moreover,  Mobil 
knows  Big  Bear — its  geologists  dis- 
covered the  field  in  1974 — and  isn't 
that  impressed.  "It's  a  bargain  deal  on 
bargain-quality  merchandise,"  says  a 
Mobil  official.        -Peter  Fuhrman 

Pink  slips  in  the  mail? 

Marvin  Runyon,  the  new  U.S.  Post- 
master General,  promises  to  chop 
costs  wherever  he  can  from  the  $43- 
billion-a-year  (operating  budget) 
post  office.  One  area  Runyon  has  said 
will  feel  his  ax  is  outside  consultants — 
and  that's  got  people  worried  at  Ar- 
thur D.  Little,  the  Cambridge,  Mass.- 
based  management  consulting  firm. 
The  post  office  is  Little's  biggest  cli- 
ent, accounting  for  about  5%  of  its 
$360  million  ( 1991 )  revenues.  Earlier 
this  year,  before  Runyon 's  appoint- 
ment, the  firm  got  a  three-year,  $50 


million  contract  (plus  a  five-year  op- 
tion to  renew),  to  help  the  Postal 
Service  improve  productivity.  But 
staffers  in  Little's  Washington  out- 
post fear  that  Runyon,  once  Nissan's 
top  man  in  the  U.S.,  who  also  ran  the 
mighty  tva,  will  make  this  contract 
Litde's  last.       -Manjeet  Kripalani 

The  ostrich  as  dog 

Here's  an  initial  public  offering  for 
investors  willing  to  bury  their  heads  in 
the  sand:  Pacesetter  Ostrich  Farm, 
Inc.,  whose  assets  consist  mainly  of  20 
fertile  ostrich  eggs,  90  chicks  and  48 
egg-laying  adults.  Sometime  before 
year-end  the  Folsom,  La. -based  com- 
pany plans  to  sell  1  million  shares  to 
the  public  at  a  proposed  offering  price 
of  $4  a  share.  New  York's  Greenway 
Capital  Corp.  is  underwriting  the 
deal;  the  price  would  capitalize  the 
company  at  $4  million.  That  is  pretty 
fancy.  In  the  first  nine  months  of  this 
year  Pacesetter  earned  a  mere 
$80,000  on  sales  of  $1.7  million. 

The  ostrich,  according  to  Paceset- 
ter's prospectus,  makes  money  many 
ways.  According  to  the  document, 
ostrich  meat  "has  a  beef-like  taste  and 
consistency  but  with  the  fat  and  cho- 
lesterol content  comparable  to  fish." 
Its  "durable  and  ornamental  hide" 
can  be  used  to  make  boots,  bags,  belts 
and  hats,  at  up  to  $42  a  square  foot. 
(An  adult  ostrich  has  about  14.5 
square  feet  of  usable  hide.)  What's 
more,  ground  ostrich  toenails  "are 
valued  as  an  abrasive  by  jewelers." 

Then  the  bird  begins  to  look  like  a 
dog.  The  prospectus  plainly  states 
that  "a  well-defined  market  for  do- 
mestically produced  ostrich  products 
has  not  materialized  and  may  not 


An  ostrich  farm 

Everything's  valuable— maybe. 
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:ome  into  existence  for  several  more 
'ears,  if  at  that  time."  Note,  too,  that 
>racticing  veterinarian  and  Chairman 
ohn  Wade  founded  Pacesetter  in 
.988,  the  same  year  he  filed  for  per- 
onal  bankruptcy  after  a  default  by  a 
eal  estate  partnership  with  which  he 
vas  involved.  -Jason  Zweig 

Dffice  romance 

rHERE  ISN'T  a  single  one  of  his  fancy, 
>verpriced  hair  salons  within  300 
niles  of  Cincinnati,  but  Vidal  Sas- 
oon,  64,  the  former  hairdresser,  will 
>e  spending  time  there.  It  is  head- 
juarters  to  Procter  &  Gamble,  which 
;ot  Sassoon's  hair  care  products  com- 
»any  as  part  of  its  $1  million  acquisi- 
ion  of  Richardson-Vick's  in  1985. 

But  there's  more  to  it  than  that.  In 
uigust  Sassoon  married  Cincinnatian 
Uionda  Holbrook,  who  has  designed 


lairdresser  Vidal  Sassoon 
he  Cincinnati  kid. 


packaging  for  Sassoon  products.  The 
>air  were  set  up  on  a  date  by  p&g 
olleagues;  the  marriage  is  Sassoon's 
Durth.  They've  bought  a  $254,000 
Toperty,  with  a  3,000-square-foot, 
hree-  story  brick  town  house  in 
/lount  Adams.  It's  an  exclusive 
teighborhood  in  Cincinnati  with  an 
•Id  Catholic  monastery  and  beautiful 
iews  of  the  city  overlooking  the  Ohio 
liver.  But  it's'a  far  cry  from  Sassoon's 
£>s  Angeles  place,  which  is  modern, 
las  lots  of  glass,  and  is  much  bigger. 
Still,  having  a  place  in  P&G's  town 
rill  be  convenient,  at  least  until  1994. 
"Tiat's  when  Sassoon's  contract  with 
&G  to  promote  his  former  products 
uns  out.  p&g  has  been  pushing  the 
i300-rnillion-plus  (sales)  Sassoon 
me  hard  in  Europe,  sending  Vidal  on 
ours  of  Poland,  Spain  and  Germany. 
-Katarzyna  Wandycz  an 
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WHAT'S  THE  DIFFERENCE 
BETWEEN  A  BROTHER 
ACS  INTELLIFAX  WITH 
THERMA  PLUS  PAPER 

AND  A  PLAIN  PAPER  FAX? 


ABOUT  $1,000! 


ANTI-CURL 
SYSTEM" 


ACS  INTELLIFAX  SERIES 

WITH  THERMA  PLUS  PAPER 

GIVES  ALL  THE  BENEFITS 

OF  A  PLAIN  PAPER  FAX 

WITHOUT  THE  EXPENSE 

■  Feels  and  looks  like  plain  paper 

■  No  annoying  curling 

■  Easy  to  write  on  with  pen  or  highlighter 

■  Long  filing  life 

■  No  fading  problems 


Brother  ACS  Intellifax  models 
also  feature  an  auto  feeder 
and  cutter,  smoothing, 
enhanced  image  resolution, 
super  coverpage,  multiple 
.resolution  transmission, 
gray  scale...and  much  more. 


EVERY 

IntelliFAX 

INCLUDES 

Therma 


IT   FEELS    LIKE 
PLAIN    PAPER 


ALSO  USES  STANDARD 
FAX  PAPER 


90-DAY 

ON-SITE 

WARRANTY 

SERVICE 

ANYWHERE 

IN  THE  CONTINENTAL 

UNITED  STATES 


AVAILABLE  AT: 

OFFICE  DEPOT  •  SEARS 
OFFICE  MAX  •  STAPLES  •  CIRCUIT  CITY 

And  Other  Fine  Retailers 


We're  at  your  side. 


we  re  at  your  side. 

brother: 

BROTHER  INTERNATIONAL  CORPORATION  •  200  Cottontail  Lane,  Somerset,  NJ  08875-6714 


KtMUtttt  SHT 


ome  of  the 

biggest  business 

deals  In  America 

were  Closed  at 

The  Waldorf 


this  morning. 

In  The  Metropolis  Of 
Capitalism,  On  The  Street 
Of  Dreams,  Big  Deals  Are 
Made  On  A  Daily  Basis.  Big 
Because  They're  Your  Deals. 
And  Because  Nobody  Does 
Business  Like  The  Waldorf 


c^ 


A  Hilton  Hotel 

301   PARK  AVENUE,  NEW  YORK,  NY  10022 
(212)  355-3000 

ATTRACTIVE  CORPORATE  RATES  AVAILABLE. 

FOR  RESERVATIONS  AND  INFORMATION, 

CALL  YOUR  PROFESSIONAL  TRAVEL  AGENT 

OR  1-800-HILTONS. 

0®Mon1t>loncll'lMeisl«rst(lck» 


Teach  the  children  well 

Sir:  Re  "What  do  we  get  for  our 
school  dollars?"  (Oct.  12).  Our 
schools  will  never  improve  until 
teachers  can  be  fired  for  reasons  other 
than  assaulting  or  molesting  students. 
Introducing  free-market  competition 
might  be  the  only  salvation  from  the 
stranglehold  that  the  teachers'  unions 
and  school  bureaucracies  have  on 
public  education. 
-Cleda  Klingensmith 
Pittsburgh,  Pa. 

Sir:  You  call  teaching  self-esteem  to 
children  a  "politically  correct," 
"touchy-feely"  fad.  What  could  pos- 
sibly be  more  important  than  teach- 
ing children  to  feel  good  about  them- 
selves, to  work  in  a  group,  how  to  play 
fair?  These  are  all  skills  that  have  been 
identified  as  being  mandatory  for  all 
of  us  entering  the  21st  century. 
-Robin  Gorog 
Aspen,  Colo. 


Teaching  self-esteem 


Sir:  What  do  you  get  for  your  buck 
from  my  veteran  suburban  English 
teacher  colleagues  and  me?  In  addi- 
tion to  180  days  of  school,  I  put  in 
hours  of  work  each  night  after  school 
and  on  weekends;  I  provide  a  shoul- 
der to  cry  on  for  the  increasing  num- 
ber of  adolescents  whose  parents  use 
them  against  each  other  in  bitter  di- 
vorces. I  don't  have  time  for  touchy- 
feely  activities,  and  our  sexual  harass- 
ment policy  prohibits  them  anyway. 
-William  D.  Moser 
Homewood,  III. 

Sir:  We  must  accept  change,  learn 
from  change,  and  move  forward.  Not 
to  achieve  the  same  or  better  sat 
scores  from  the  early  Seventies,  but  to 


create    a    learning    environment    at 
home,  in  the  schools  and  in  our  com- 
munities that  will  suit  our  ever  chang- 
ing world. 
-Todd  Cole 
First  Grade  Teacher 
Laurel  Elementary 
New  Castle,  Pa. 

High-tech  copper 

Sir:  Re  Fact  and  Comment  (Sept.  14). 
We  take  exception  with  your  assump- 
tion that  "...  our  relative  depen- 
dence on  raw  materials — oil,  copper, 
iron — is  eroding."  World  copper 
consumption  continues  to  grow,  fu- 
eled by  higher  copper  content  in 
automobiles  and  construction,  driven 
by  the  age  of  information.  The  onset 
of  fiber  optics  in  the  information 
world  has  created  more  demand  for 
copper,  not  supplanted  its  use. 
-Gerard  F.  Corbett 
Director 

Corporate  Communications 
Asarco 
New  York,  N.T. 

Food  hinge 

Sir:  Re  "In  the  hot  seat"  (Oct.  12). 
We  built  a  regionally  marketed  dry 
salad  dressing  mix  (Hidden  Valley 
Ranch)  into  a  national  franchise  that 
includes  a  broad  line  of  bottled  salad 
dressings  and  has  a  20%  share  of  the 
$  1  billion  market.  Your  story  said  that 
"the  Moore's  line  of  onion  rings 
.  .  .  has  not  gained  expected  popular-, 
ity."  The  fact  is,  Moore's  has  been  the 
leading  food  service  brand  for  many 
years. 

-G.  Craig  Sullivan 
Chairman  and  Chief  Executive 

Officer 
The  Clorox  Co. 
Oakland,  Calif. 

Pushing  for  fairness 

Sir:  Re  "High  noon"  (Sept.  14).  Al- 
though the  trial  lawyers  have,  by  the 
thinnest  of  margins,  succeeded  in 
stopping  a  floor  vote  on  the  Senate's 
Product  Liability  Fairness  Act,  the 
forces  of  sanity  must  not  give  up  the 
fight.  Involved  as  I  am  in  general 
aviation  manufacturing,  an  industry 
suffering  more  than  any  other  tin 
inequities  of  the  current  U.S.   ton 
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ystem,  I  can  recount  many  tales  of 

.izarre  litigation  which  clearly  illus- 

rate  the  need  for  reform. 

A.  Stone  Douglass 

Chairman 

Hper  Aircraft  Corp. 

?ero  Beach,  Fla. 

Jnfair  competition 

ir:  "Dump  it"  (Sept.  28)  was  an 
pparent  attempt  to  portray  foreign 
teel  firms  as  the  victims  of  unfairly 
airdensome  U.S.  trade  laws.  The 
icts  clearly  show  that  the  victims  here 
re  domestic  steel  companies.  These 
ompanies  have  made  themselves 
lodern  low- cost  producers  in  the 
;lobal  marketplace.  Yet  they  continue 
d  struggle  financially — largely  be- 
ause  of  the  harmful  effects  of  illegally 
riced  and  subsidized  foreign  steel 
nports.  Our  best  efforts  can't  com- 
pete with  dumped  pricing  by  subsi- 
ized  foreign  producers  who've  failed 
3  drive  their  costs  down  and  take  the 
ainful  steps  we've  taken  to  eliminate 
lefficient,  excess  capacity. 
Thomas  J.  Usher 
resident 
7.5.  Steel 
Pittsburgh,  Pa. 

tear,  Stearns 

ir:  While  it  is  fair  to  assume  the  firms 
/ith  big  trading  operations  will  be 
Tipacted  by  H.R.  1 1 ,  it  is  incorrect  to 
lclude  Bear,  Stearns  in  that  group 
"Nose  under  tent?"  Oct.  12).  What 
our  article  failed  to  state  is  that  Bear, 
teams  has  historically  valued  its  in- 
entory  for  tax  purposes  at  cost, 
herefore  we  do  not  claim  extraordi- 
larily  large  deductions  for  unrealized 
Dsses. 

Michael  J.  Abatemarco 
lenior  Managing  Director 

and  Controller 
har,  Stearns.&  Co. 
fow?  York,  N.T. 

Chapter  and  verse 

»ir:  No  more  crocodile  tears  for  tele- 
ision  magnate  George  Gillett  (In- 
ormer,  Sept.  14),  who  is  happily  hum- 
ning  Southland  Corp.'s  theme  song, 
'Thank  heaven  for  7/1 1 !" 
■George  W.  Hart 
Vail,  Colo. 
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"Collins,  you're  getting  a  raise!  Moving  our  pension  funds  to 
the  Berger  100  Fund  and  the  Berger  101  Fund  was  a  brilliant  idea." 

If  you've  studied  the  various  performance  charts,  you  know  about 
the  impressive  past  record  of  the  no-load  Berger  Funds.  We're  proud 
of  it,  but  more  important  is  the  investment  philosophy  behind  these 
numbers.  Please  call  for  a  prospectus  and  study  it  carefully.  The 
Berger  Funds  are  offered  for  a  minimum  investment  of  $250. 

Berger  Associates,  Inc. 
(303)  329-0200  /  (800)  333-1001 


The  Stereo  Of  Tomorrow: 


The  Bose*  Acoustic 
Wave"  music  system  will 
change  the  way  you  enjoy 
music. 

The  first  Acoustic 
Wave*  was  named  Invention 
of  the  Year.  Like  other 
winners  in  the  fields  of 
medicine,  physics,  and 
genetic  engineering,  it  was 
so  advanced,  it  seemed 
technically  impossible.  In 
fact,  it  took  Bose  engineers  14  years  to  invent 
iu  revolutionary  way  of  reproducing  sound. 

No\y  there's  a  new,  even  better  Acoustic 
Wave"'.  A  combination  compact  disc  player 
(or  cassette),  AM/FM  radio,  and  patented 


Today. 


built-in  speakers,  it's 
hardly  bigger  than  a 
briefcase.  Yet  it's  like 
listening  to  a  much  larger, 
more  expensive  stereo. 
And  it's  as  easy  to  use  as  a 
TV  So  you'll  not  only 
listen  to  music  more, 
you'll  enjoy  it  more. 

To  find  out  more  about 
the  stereo  of  tomonow, 
ask  for  our  informative 
booklet  today.  It's  free  and,  like  the  Acoustic 
Wave"  music  system,  it's  available  only  by 
calling  or  writing  Bose  Corporation. 


"You  have  to  hear  it  to  believe  it." 

Call  1  -8   0-282-BOSE  Ext.39B  for  a  FREE  booklet! 


□    Yes,  please  send  me  a  free  booklet  about  the  Bose  Acoustic  Wave9  music  system. 
Name 39B 

Street 


City 


State 


_ZiE_ 


Phone (         ) 


Mail  to: 

Bose  Corporation,  Dept.  CDD,  The  Mountain, 
Framingham,  MA  01701-9168  USA  Better  sound  through  research. 


Republic  is  ranked  number  one,  among 
large  U.S.  banks,  in  total  risk-weighted  capital 
ratio.  Testimony  to  the  fact  that  our  number  one 
priority...  is  the  protection  of  our  clients'  funds. 

We  cultivate  and  maintain  client  loyalty  by 
maintaining  an  outstanding  capital  base,  high 
liquidity  and  superior  asset  quality.  It  is  our 
strength... and  theirs. 

It's  no  wonder,  Salomon  Brothers  recently 
wrote  of  Republic:  "Whether  you're  talking  credit 
quality,  liquidity,  productivity,  or  capital  strength, 
they're  head  and  shoulders  above  most  other  major 
banking  organizations  in  the  U.S." 

If  you  would  like  more  information  on  the 


bank  that  puts  client  safety  above  all  other 
banking  considerations...write  for  our  latest 
Quarterly  report  to:  Information  Center,  Republic 
National  Bank  of  New  York,  Fifth  Avenue  at  40th 
Street,  New  York,  N.Y.  10018.  Or  call  (212)  221- 
6056.  Outside  New  York  City:  (800)  522-5214 


REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 
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With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


ELECTION  FORECAST:  CLINTON  WILL  BEAT  BUSH 


IjEORGE  Bush  could  have  won  reelection  by  a  land- 
slide even  in  the  face  of  a  sluggish  economy.  The 
Democratic  platform  is,  for  all  the  talk  of  change,  the 
fame  toxic  brew  of  more  taxes,  more  spending  (now 
tailed  investments),  more  regulation  and  a  reactionary 
lesistance  to  genuine  reform  of  our  schools  and  our 
Increasingly  destructive,  lottery-like  tort  system.  Too 
[ate,  the  GOP  attacked  this  platform,  as  well  as 
Clinton's  gubernatorial  record. 

Too  late,  the  President  stressed  the  truism  that  the  end 
|jf  war,  including  a  cold  one,  always  brings  temporary 
lislocations.  The  rest  of  the  industrial  world  is,  in  fact, 
;oing  through  a  more  difficult  time  than  we  are. 

Too  late,  the  President  hammered  the  point  that  our 
slowdown  was  made  worse  by  the  1990  budget  agree- 


ment, repeating  his  convention  confession  that  this  was 
his  biggest  mistake.  The  agreement  raised  taxes,  especial- 
ly on  the  rich,  and  raised  spending.  Bush  has  learned  the 
error  of  his  ways;  Clinton  has  not. 

The  Bush  Administration  has  proposed  a  number  of 
far-reaching  reforms:  economy-reviving  tax  cuts,  term 
limits,  school  choice,  the  line-item  veto,  as  well  as  return- 
ing sanity  to  our  courts.  But  the  Administration  never 
brought  these  ideas  together  in  a  coherent  package,  much 
less  systematically  advocated  them.  The  President  repeat- 
edly passed  up  opportunities  to  take  bold  action,  such  as 
indexing  capital  gains  by  executive  order. 

I  haven't  been  wrong  on  a  presidential  prediction  since 
I  started  following  these  elections  as  an  adolescent  in 
1960.  I  fervently  hope  this  will  be  the  first  time. 


RESURRECTING  CONGRESS'  REPUTATION-AND  EFFECTIVENESS 


k 


ourteen  states  will  be  voting  on  referen- 
ums  to  limit  the  terms  of  U.S.  representa- 
tives and  senators  and,  in  some  cases,  state 
awmakers  as  well.  Convincing  passage  of 
chese  initiatives  would  have  a  profoundly 
positive  impact  on  our  increasingly  disreputa- 
ble political  life. 

The  expanding  role  of  government  has 
given  rise  to  a  new  phenomenon — the  en- 
trenched incumbent.  Legislators  in  Washing- 
ton, and  now  in  our  states,  have  exploited  a 
panoply  of  devices  that  make  it  difficult  to  challenge 
them  effectively  on  Election  Day. 

Incumbents  get  to  send  millions  of  thinly  disguised 
campaign  pieces  to  voters  at  taxpayer  expense.  They  have 


a  virtual  monopoly  on  contributions  from  nu- 
merous interest  groups  desiring  "access." 

Legislators  can  hire  what  is,  in  effect,  a 
swarm  of  reelection  workers  (at  taxpayer  ex- 
pense) whose  job  it  is  to  get  their  boss  access  to 
local  media  and  to  court  influential  people  in 
the  district.  Congressmen  have  an  array  of 
presents  and  pork  to  give  away  to  constituents. 
Nearly  20%  of  those  running  for  reelection 
for  the  House  had  no  opposition  in  1990. 
Common  Cause  estimates  that  only  23  of  the 
incumbents  faced  competitive  races. 

Cleaning  House,  by  former  Congressman  James  Coyne 
and  Wall  Street  Journal  editorial  writer  John  Fund,  makes 
clear  why  Congress  is  so  prone  to  such  stumbles  as  the 


REACHING  OUT  TO  CHINA 

Statement  from  Malcolm  Forbes  Jr.  before  the  U.S.  Senate  Committee  on  Foreign  Relations, 
for  the  hearings  on  The  Radio  Free  China  Act,  Sept.  15,  1992. 


The  history  of  the  last  40  years  demonstrates  that 
the  cheapest  and  most  effective  way  of  influencing 
internal  events  in  totalitarian  countries  is  radio 
broadcasting*  Through  radio  broadcasts,  you  interact 
with  many  millions  of  listeners  each  and  every  day. 

As  you   know,   Radio   Free   Europe   (RFE)   and 


Radio  Liberty  (RL)  practice  what  is  called  surrogate 
or  home  service  broadcasting.  That  means  we  focus 
primarily  on  the  internal  events  and  issues  in  each 
targeted  country.  No  other  radio  broadcasting  entity 
in   the   international   broadcasting   sphere   practices 

(continued  on  p.  314) 
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bouncing-check  scandal  and  why  voters  are  so  disillu- 
sioned. The  book  sharply,  pungently,  convincingly  cata- 
logs the  ills  of  the  House  of  Representatives  and  the  Senate 
and  explains  why  the  only  effective  reform  is  term  limits. 

Term  limits  would  break  the  grip  of  lawyers.  People 
from  different  walks  of  life  who  don't  wish  to  spend  all 
their  professional  lives  in  politics  could  still  serve  effective- 
ly. It  would  insure  against  representatives'  identifying 
more  with  the  power  and  perks  of  their  institution  than 
with  the  needs  of  their  constituents  and  their  country. 
Studies  show  that  the  longer  someone  is  in  office,  the  more 
likely  he  or  she  is  to  vote  for  tax  and  spending  increases. 

The  arguments  against  term  limits  don't  hold  up.  A 
person  of  average  intelligence  can  learn  the  ropes  of 
legislating  in  a  few  short  years.  Term-limited  lawmakers 
will  not  be  prisoners  of  legislative  staffs,  since  they  will  be 
the  ones  hiring  and  firing  those  staffs.  Legislative  employ- 
ees— there  are  over  20,000  on  Capitol  Hill  now — are  not 
covered  by  civil  service  laws. 


Nor  would  term  limits  necessarily  curtail  the  services  of 
popular  statesmen.  In  the  last  century  it  was  routine  for 
politicos  to  serve  short  periods  in  a  variety  of  offices. 

Will  Congress  pass  an  amendment  limiting  its  own 
terms?  Not  now.  But  most  of  these  referendums  have' 
found  a  way  to  do  it  via  the  back  door — after  serving  a 
certain  number  of  years,  congressional  incumbents  could 
not  appear  on  the  ballot.  The  only  way  they  could  get 
reelected  would  be  through  write-in  votes.  Coyne  and 
Fund  believe  this  provision  will  pass  constitutional  muster. 

The  authors  have  come  up  with  another  idea  that  is  the  I 
twin  of  term  limits — None  of  the  Above.  If  it  polled  more  y 
votes  than  the  actual  candidates,  then  there  would  be  a] 
new  election  with  new  candidates. 

Not  since  the  turn  of  the  century,  when  we  won  the  right 
to  pick  party  candidates  via  primaries  and  we  passed  a 
constitutional  amendment  permitting  the  direct  election 
of  U.S.  senators  (previously  picked  by  state  legislators),  has 
there  been  a  political  reform  as  needed  as  this  one. 


SNUFF  OUT  EUTHANASIA 


California  may  well  approve  a  referendum  that  will 
make  it  legal  for  doctors  to  kill  terminally  ill  patients 
who  request  to  die.  This  euthanasia  measure  is  pat- 
terned after  one  rejected  by  the  state  of  Washington  last 
year,  but  with  supposedly  tighter  safeguards.  The 
measure  should  be  emphatically  rejected.  It  would 
undermine  one  of  the  pillars  of  Western  civilization — 
the  prohibition  against  killing  the  dying. 

The  initiative  is  prompted 
by  growing  concerns  over  how 
technology  can  keep  people 
alive  long  past  the  point  of 
any  possible  hope  of  recovery. 
Patients  either  vegetate  on  a 
respirator  or,  if  conscious,  suf- 
fer grievously  during  their  final  days.  Proponents  por- 
tray it  as  a  humanitarian  approach.  But  most  states  now 
allow  patients  to  sign  "living  wills"  that  bar  "heroic" 
measures  to  keep  them  alive.  That's  very  different  from 
actively  killing  people. 

California's  safeguards  are  more  apparent  than  real. 
Requests  could  be  oral,  with  no  written  record  or  wit- 
nesses to  the  patient's  soundness  of  mind.  Patients  would 


California  to  Decide  if  Doctors 
Can  Aid  in  Suicide 


determines  how  long  a  person  may  survive. 

The  California  initiative  is,  at  heart,  antilife.  It  will  put  us 
on  the  slippery  slope  that  the  Netherlands  is  already  on.  The 
Dutch  practice  euthanasia.  A  government  study  there 
found  that  doctors  now  kill  over  a  thousand  patients  each 
year  who  did  not  give  consent.  Their  attitude:  Why  bother 
to  keep  these  people  alive?  Of  what  use  can  they  be  now? 
Why  waste  our  time  and  resources  on  hopeless  cases? 

Sick  people  will  find  them- 
selves under  pressure  from  heirs 
and  relatives  fearful  of  the  ex- 
pense of  keeping  them  alive. 
There  are  more  humane  ways 
to  control  rapidly  rising  health 
care  costs  than  murdering  pa- 
tients. Do  we  really  want  a  culture  where  people  are  seen 
as  disposable,  like  cars  or  furniture?  Where  they  are 
encouraged  to  allow  doctors  to  put  them  out  of  their 
misery  the  way  veterinarians  do  old  dogs  and  cats? 

Suffering  people  may  choose  to  take  their  own  lives, 
but  they  should  be  counseled  that  there  is  dignity  in 
refusing  to  succumb  to  death  without  a  struggle,  that 
their  willingness  to  fight  on  in  the  face  of  adversity 


-The  New  York  Times 


not  be  eligible  for  doctor- assisted  suicide  unless  they  had     provides  an  inspiring  example  for  the  rest  of  us  when  we 
oniy  six  months  to  live.  But  there  is  no  science  yet  that     face  life's  inevitable  blows 

RESTAURANTS-GO,  CONSID]     ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Aquavit— 13  West  54th  St.  (Tel:  307-7311).  Strik- 
ingly contemporary  setting.  Food,  excellent.  Smoked 
juniper  salmon  with  nettle  sauce  served  with  trout  roe  and 
wild  leeks  is  splendid.  Service,  though,  distractingly  slow. 

Quatorze— 240  West  14th  St.  (Tel:  206-7006), 
Delightful  food,  dreadful  service. 

•  LesHalles^ll  ParkAve. South, near 28th St.  (Tel: 
679-41 1 1 ).  Food  is  basic,  well  prepared  and  good.  Lentil 
and  bacon  soup,  spicy  and  delicious.  Cod  broiled  in  a  red 
wine  sauce  excellent;  onglet  grilled  to  perfection.  The 
butcher  shop  that  greets  you  as  you  enter  transports  you 
out  of  New  York,  and  the  cavernous  dining  room  hum- 
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ming  with  excited  conversation  suggests  someplace  else. 

•  Oceana— 55  East  54th  St.  (Tel:  759-5941).  A  bit 
noisy,  but  food  and  service  make  it  worthwhile.  The: 
caramelized  bananas  with  coconut  ice  cream  tastes  every 
bit  as  good  as  it  sounds. 

•  Gibbon— 24  East  80th  St.  (Tel:  861-4001).  This 
pioneer  of  Japanese/French  cuisine  has  survived  and 
thrived  to  become  a  classic.  Superb  Continental  fare  (ol 
the  nouvelle  variety)  shares  menu  space  with  Japanes< 
classics  (sushi,  sashimi,  tempura).  Decor  also  a  mixture  ol 
East  meets  West;  traditional  Japanese  bar  setting  down 
stairs,  Tokyo-cum-Versailles  upstairs.  ■ 
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ver  80%  of  the 
most  prominent  figures 

in  banking  count  on 
our  computer  solutions. 


Throughout  the  world,  bankers 
peak  dollars  and  bankers  who 
yen  and  bankers  who  speak 
s,  pesos,  Deutsche  marks,  and 
,  all  speak  to  Unisys  for  answers 
mission-critical  needs. 
Forty-one  of  the  world's  50 
banks  rely  on  Unisys  informa- 
ystems.  And  half  the  world's 
-40  billion  annually-are  pro- 
on  Unisys  computers.  But  the 
ardly  stops  there. 
Over  3,000  financial  institutions 

>  Corporation 


depend  on  our  systems  for  funds 
transfer.  We've  put  our  banking  cus- 
tomers a  year  ahead  of  the  com- 
petition in  check  imaging  solutions. 
We  offer  unequaled  capability  in  the 
revenue-generating  area  of  branch 
automation.  And  we  rank  first  in  cus- 
tomer satisfaction  surveys  of  markets 
as  demanding  as  Japan. 

UNISYS 

We  make  it  happen. 


So  it's  hardly  surprising  that 
ten  of  Japan's  top  ten  banks,  ten  of 
Europe's  top  ten,  nine  of  America's 
top  ten,  seven  of  twelve  U.S.  Fed- 
eral Reserve  banks,  and  60,000  other 
distinguished  customers  recognize 
Unisys  as  a  world  leader  in  mission- 
critical  information  systems. 

A  few  more  prominent  figures: 
1-800-448-1424,  ext.  170.  When  you  call, 
ask  how  we  can  put  the  advanced 
technology  and  dedicated  people  of 
Unisys  to  work  on  your  account. 


Other  Comments 


We  Can  Do  It 

Each  day  we  are  reminded  that  mil- 
lions of  our  citizens  have  yet  to  share 
in  the  abundance  of  American  pros- 
perity. Let  us  pledge  ourselves  to  a 
new  beginning  for  them.  Let  us  apply 
our  ingenuity  and  spirit  to  revolu- 
tionize education  so  that  [all  of]  us 
will  have  the  mental  tools  to  build  a 
better  life.  Let  us  harness  our  com- 
petitive energy  into  rebuilding  our 
inner  cities  so  that  real  jobs  can  be 
created  for  those  who  live  there  and 
real  hope  can  rise  out  of  despair. 

Let  us  renew  our  commitment,  re- 
new our  pledge  to  make  our  country 
and  the  world  a  better  place  to  live. 
Then  when  the  nations  of  the  world 
turn  to  us  and  say,  "America,  you  are 
the  model  of  freedom  and  prosperi- 
ty," we  can  turn  to  them  and  say, 
"You  ain't  seen  nothing,  yet!" 
-Ronald  Reagan, 
1992  Republican  Convention 

Whistle  While  You  Worry 

Roy  [  Disney]  called  Walt  into  his  office 
with  a  worried  look  on  his  face.  He 
explained  that  the  studio  was  teetering 
on  the  brink.  It  had  1,500  people  on 
the  payroll.  Snow  White  profits  were 
long  gone.  The  studio  had  $4.5  mil- 
lion of  debt,  with  no  way  to  pay  it. 
Walt  started  to  laugh. 
"What  are  you  laughing  at?" 
"I  was  just  thinking  back,"  Walt 


said,  "to  when  we  couldn't  borrow  a 
thousand  dollars." 
-The  Man  Behind  the  Magic, 
Katherine  and  Richard  Greene  * 

Their  Time  Has  Come 

Incumbents  have  made  themselves 
unbeatable  by  abusing  the  assets  of 
their  office,  hiring  an  army  of  reelec- 
tion campaigners  at  taxpayer  expense, 
extorting  funds  to  brainwash  the  elec- 
torate with  campaign  commercials, 
and  creating  what  antitrust  lawyers 
call  barriers  to  entry  in  the  form  of 
procedural  hurdles  that  intimidate  all 
but  the  most  durable  opponents. 
-Cleaning  House, 
by  James  Coyne  and  John  Fund 

Food  for  Thought 

Television's  tirelessly  smiling  news 
readers  struck  again.  Milk  could  kill 
you,  they  announced.  A  few  days  later: 
So  can  margarine .  Years  of  exposure  to 
the  country's  daily  news  budget  has 
left  me  resigned  to  the  certainty  of 
death  by  eating.  But  the  week's  third 
bulletin  brought  me  close  to  tears. 

Scientific  people  of  some  sort  were 
looking  into  the  possibility  that  car- 
peting could  kill  you.  They  weren't 
talking  about  rugs'  deadly  habit  of 
skidding  on  floors,  but  about  some- 
thing in  the  carpet's  manufacture. 

It  looks  easy  enough  to  avoid  this 
particular  demise:  Just  take  all  the 


carpets  out  of  the  house .  [  But]  as  soon 
as  the  rugs  got  to  the  dump,  some- 
body would  discover  that  exposure  to 
bare  wood  flooring  could  kill  you. 

What's  so  depressing  about  the 
possibility  of  dying  of  carpeting  is 
that  it  makes  you  realize  you  can't 
save  yourself  even  though  you  stop 
eating  and  drinking.  If  food  and 
drink  don't  get  you,  things  will. 
-Russell  Baker,  New  Tork  Times 


I  don't  consider  myself  a 
journalist,  but  journalism 
results  from  what  I  do. 

-talk  show  host  Larry  King, 
Time 


"Vote  for  me  so  I  can  get  on  with  my  life." 


Word  Power 

In  an  age  of  sound-bites  and  manu- 
factured images,  we  still  appreciate 
the  real  thing,  the  stem-winder. 
We're  a  people  that  likes  to  orate, 
and  to  be  orated  at.  Perhaps  more 
than  most  countries,  this  one  was 
founded  on  speechifying,  or  on  the 
feelings  that  lofty  phrasemaking  can 
sometimes  inspire;  and  in  hard  times 
our  leaders — Jefferson,  Lincoln, 
F.D.R. — have  always  found  the  words 
to  help  us  through.  Yes,  they  were 
only  words — but  words,  after  all,  are. 
how  we  connect  to  one  another. 
-The  New  Yorker 

Burning  Inspiration 

Here's  what  Harriet  Beecher  Stowe 
had  to  say  about  the  iron  cookstove 
of  the  19th  century  (that  we  consider 
so     romantic)     replacing     fireplace 
cooking:  "An  open  fireplace  is  an 
altar  of  patriotism.  Would  our  Revo- 
lutionary fathers  have  gone  barefoot- 
ed and  bleeding  over  snows  to  de- 
fend  air-tight   stoves   and   cooking  j 
ranges?  I  trow  not.  It  was  the  memo- 
ry of  the  great  open  kitchen-fire  that  j 
called  to  them  through  the  snows  of  j 
that  dreadful  winter." 

One  wonders  whether  the  micro 
wave  oven  will  inspire  future  genera- 
tions to  high  sacrifice. 
-The  Virginia  Bentley  Cookbook     H 
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Hartmann  owners  appreciate  perhaps 
the  rarest  quality  of  all:  Quality  that  endures. 


Every  Hartmann  business  case  is  distin- 
guished by  quality  credentials. 
Such  as  meticulous  handcrafts-      V 
manship.  Choice  belting  leather. 


v  And  fine  attention  to  detail.  Over  time 

I  JL^  your  Hartmann  will  develop  a 

v\  fl  yTlitj/Mrt         character  uniquely  its  own.  And 
t  \W  '  PlW"l  one  you'll  carry  with  pride. 
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The   M  eister  stuck   Collection   -   Only   Montblanc's   master   craftsmen 
coiild  bring  together  so   many    precious   materials   so  beautifully. 


Neiman  Marcus 
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THE  BEST  REASON  YET  TO  CHOOSE 

COUNTY  17  INSTEAD  OF  THE  INTERSTATE. 

SAAB  INTRODUCES  THE  9000  CSE. 


The  Interstate  Highway  System 
may  be  a  prudent,  efficient  way  to  get 
from  point  A  to  point  B.  But  it's  not  much 
fun  to  drive. 


IT'S  WAITING. 

Unfortunately,  the  same  could  be 
said  of  many  new  cars.  With  the  note- 
worthy exception  of  the  Saab  9000  CSE, 
a  sports  sedan  you  can  drive  hard  with 
your  conscience  intact. 

Ask  it  to  run,  and  it  complies  as 


though  the  idea  were  its  own,  planting 
you  deeper  into  the  leather  upholstery. 
Yet  it  delivers  its  exhilarating  200hp* 
thrust  while  keeping  a  wary  eye  on  its 
own  fuel  appetites. 

Ask  it  to  embrace  serpen- 
tine roadways,  and  it  feels  slotted 
into  the  asphalt.  A  sensation  cre- 
ated, in  part,  by  a  new  chassis  design  that 
substantially  increases  torsional  rigidity. 

Ask  it  to  stop  on  a  rain-slicked  sur- 
face, and  a  unique  anti-lock  braking  system 
does  so  with  literally  inhuman  precision. 

Ask  it  to  help  you  survive  an  acci- 
dent, and  its  rigid  steel  safety  cage, 


crumple  zones,  driver's-side  air  bag  an 
new  side-impact  measures  are  put  to  wort 

The  result  is  a  car  that  responds  I 
your  emotions  without  betraying  you 
conscience.  And  one  whose  warrant 
(6  years  or  80,000  miles**)  could  we 
outlast  your  payments. 

To  learn  more,  choose  a  direc 
route  to  your  nearest  Saab  dealer,  wher 
the  9000  CSE  awaits  your  test  drive.  An 
save  the  back  roads  for  the  trip  horn 
Or  call  1-800-582-SAAB. 


•WITH  AVAILABLE  2  3-LITER  TURBOCHARGED  ENGINE  ••WHICHEVER  COMES  FIRST  SEE  YOUR  SAAB  DEALER  FOR  COMPLETE  DETAILS  ON  LIMITED  POWERTRAIN  WARRANTY  C  1992  SAAB  CARS  USA.  INC 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


LATIN  AMERICA  IS  LOOKING  UP 


CWW  and  Venezuelan  President  Perez 


Argentina  and  Venezuela,  visited  on  a  brief  October 
trip  with  Steve  and  Kip  Forbes,  gave  further  evidence  that 
strong  leadership,  committed  to  free-market  policies  and 
having  the  courage  to  continue  in  the  face  of  opposition 
from  exponents  of  the  conventional  wisdom,  is  the  recipe 
for  success. 

Argentina,  without  hesitation,  continues  on  the  road 
to  economic  health.  We  talked  at  length  with  Argentina's 
Economy  Minister  Domingo  Cavallo.  President  Carlos 
Saul  Menem  and  he  have  abolished  statism  and  "industri- 
al policy,"  favorite  policies  of  socialist  economies,  and  are 
reaping  the  rewards  of  sound  eco- 
nomics. Argentina's  GDP  grew  near- 
ly 4.5%  in  1991  and  should  record  a 
5%  growth  for  1992.  Inflation  should 
hold  at  about  14% — still  too  high, 
but  an  incredible  achievement  con- 
sidering the  hyperinflation  of  4,924% 
when  Menem  took  office  in  1989. 

Stabilization   has    been    achieved 
through  four  methods: 

■  Tying  the  currency  to  the  dollar. 

■  Prohibiting  indexation  of  prices 
and  salaries  (a  false  god  which,  by  accepting  ever-increas- 
ing inflation,  causes  more  of  it  every  hour). 

■  Collecting  taxes  far  more  effectively,  which  has  in- 
creased revenues  without  raising  tax  rates. 

■  Continuing  the  sale  of  state-owned  businesses  and 
using  the  proceeds  to  reduce  the  public  debt. 

YPF,  Argentina's  largest  state-owned  company,  will 
complete  its  transformation  to  a  privately  held,  listed 
company  next  year.  There  is  an  admitted  social  cost  to 
privatization,  but  the  long-term  gains  are  unquestion- 
able. When  .the  state-owned  railways  were  sold,  three 
fl|  phantom  trains  that  never  ran,  but  were  fully  staffed  with 
employees  who  were  even  paid  overtime,  were  abolished. 
This  was  the  ultimate  in  featherbedding. 

President  Menem  still  has  half  of  his  one  six-year  term 
to  go.  If  he  and  the  extraordinarily  skilled  Minister 
Cavallo  continue  on  the  path  they  are  on  now,  Argentina 
will  truly  become  an  economic  miracle. 

Venezuela/which  had  a  9.2%  GDP  growth  in  1991, 
suffered  a  severe  setback  in  February,  when  a  military 
coup  was  attempted.  The  coup,  run  in  the  same  highly 
efficient  fashion  as  the  August  1991  Soviet  coup,  was 
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crushed  just  as  completely,  but  shocks  were  caused  by  its 
having  happened  at  all. 

Despite  strong  opposition,  President  Carlos  Andres 
Perez  continues  his  privatization  program,  reducing  the 
deficit  and  the  need  to  make  huge  interest  payments. 
Congress  is  now  considering  new  tax  laws,  along  with 
using  the  proceeds  from  privatization  to  finance  large 
new  projects  to  raise  the  income  level  of  the  poor. 

In  addition,  Venezuela  is  relying  more  on  a  diversi- 
fied industrial  base  with  an  emphasis  on  exports, 
instead  of  its  previous  heavy  reliance  on  oil. 

Venezuela's  real  problem,  as  Dr. 
Ruth  de  Krivoy,  president  of  its  Cen- 
tral Bank,  explained,  is  reversing  16 
years  of  nationalized  industry  and  a 
socialist  economy.  Several  plans  to  do 
this  are  being  put  into  effect: 

■  Decentralizing  government,  with 
more  power  delegated  to  local  and 
regional  units,  along  with  imple- 
menting changes  that  favor  direct 
popular  election  of  candidates. 

■  Moving  toward  a  free -market 
and  capitalist  economy,  with  flexible  interest  rates  and  a 
floating  exchange  rate  for  the  currency. 

■  Privatization. 

■  Opening  Venezuela  to  foreign  investment. 
PDVSA,  Venezuela's  big  state-owned  oil  company, 

will  not  be  formally  privatized,  but  it  is  seeking  and 
obtaining  joint  venture  agreements  with  foreign  interests, 
which  will  have  majority  ownership  of  the  new  venture. 

Venezuela  has  huge  oil  reserves,  particularly  of  heavy 
crude  that  can  be  refined  into  light  oil  or  used  to  produce 
a  new  fuel  called  orimulsion.  Foreign  invescment  is  com- 
ing in  rapidly  and  is  welcomed. 

Modernization  has  not  been  easy.  There  have  been 
strains  as  inflation  continues  higher  than  desirable  and 
petroleum  revenues,  which  rose  during  the  GulfWar,  have 
again  declined.  President  Perez  takes  just  pride  in  the 
growth  of  the  GDP  and  the  financing  and  reduction  of  the 
deficit  through  spending  reductions.  But  his  term  in  office 
is  drawing  to  a  close.  The  critical  question  is  whether  the 
welcome  reforms  he  has  begun  are,  indeed,  irreversible. 
Most  people  we  talked  to  believe  they  are.  Venezuela  now 
seems  to  be  a  very  good  place  for  foreign  investment.   tM 
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Learjet. 

Lease  the  business  jet  legend 

br  less  than  $50,000  per  month, 

all  maintenance  included 


- 


The  most  affordable  way  to  operate  a  new  Learjet  31A  or  Learjet  35A  is  with  our  Total  Learjet  Coverag* 
Lease  -  the  most  flexible,  comprehensive  plan  now  available.  You  can  lease  a  new  Learjet  and  pay  no 
maintenance  costs.  The  seven-year  TLC  Lease  includes: 

•  Low  down  payment  and  very  attractive  monthly  payments. 

•  Total  aircraft  maintenance  at  no  charge  for  seven  years  or  2,500  hours 
including  aircraft,  engine  and  avionics  parts.  All  expendables  such  as  fluids, 
tires  and  brakes  are  included. 

•  Flexible  options  after  five  years,  including  upgrades  to  a  new  Learjet. 
Don't  miss  this  unique  opportunity  to  fly  the  legendary  Learjet  for  less. 

Call  Ted  Farid,  Vice  President  Domestic  Marketing,  at  (316)  946-2450, 
)r  Fax  (316)  946-2204. 


lote:  Lease  applies  to  new  aircraft  delivered  on  or  before  December  31, 1992.  for  operation  in  the  Initcd  Stales. 
51992  Leaflet  In 


Learjet 

Nothing  else  comes  dose 
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Capital  spending's  silver  lining 


Given  the  recent  spate  of  depressing  eco- 
nomic statistics  about  the  state  of  U.S.  manufac- 
turing, it  should  be  no  surprise  that  capital 
spending  on  plant  and  equipment  is  in  the  tank. 
In  nominal  terms,  manufacturers  are  expected 
to  invest  3%  less  (in  current  dollars)  than  last 
year,  which  was  itself  5%  down  from  1990. 

When  can  we  expect  new  investment  spend- 
ing to  increase,  and  help  fuel  an  economic  recov- 
ery? Some  surveys  had  been  forecasting  an 
upsurge  in  investment  spending  this  year  and 
next.  But  those  forecasts  are  now  looking 
overly  optimistic. 

Jack  Welch,  chairman  of  GE,  warned  at  the 
recent  meeting  of  the  Business  Council  not  to 
expect  any  significant  increase  in  capital 
spending.  "Look  at  the  lack  of  demand, 


The  bad  news  on  capital  spending 

New  orders  for  capital  goods,  3-month  moving  average  ($billions) 
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worldwide,"  said  Welch.  "Look  at  the  spare 
capacity  that  exists."  U.S.  plant  utilization  rates, 
at  78%  on  average,  remain  well  below  last 
year's  levels. 

Alan  Greenspan,  chairman  of  the  Federal 
Reserve,  put  it  a  different  way  to  the  industrial- 
ists at  the  Business  Council.  He  described 
what's  going  on  as  a  balance  sheet  workout,  at 
government,  corporate  and  personal  levels. 
"It's  not  over  yet,"  Greenspan  warned,  refer- 
ring to  the  debt  liquidation  process. 

Today  corporate  balance  sheets  are  in  better 
shape  than  government  or  personal  finances, 
but  animal  spirits  are  flagging.  "Until  there  is 
more  demand — from  the  U.S.  or  from  ex- 
ports— there's  nothing  to  get  capital  invest- 
ment going,"  says  Jerry  Jasinowski,  head  of  the 
National  Association  of  Manufacturers. 

Overall  equipment  spending  doesn't  look 
that  good,  either.  In  real,  inflation -adjusted 
terms,  it  is  up  by  6%  at  an  annual  rate  so  far 
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this  year  over  1991  levels.  But  remember,  1991 
was  5%  down  in  real  terms  on  1990.  And  real 
spending  on  traditional  equipment — machine 
tools  and  the  like — was  actually  down  by 
4%  at  an  annual  rate  in  the  first  half 
ofl991. 

However,  look  in  more  detail  at  equipment 
spending  and  there  are  some  real  hot  spots  that 
give  some  grounds  for  optimism. 

Computers  and  peripherals,  for  example, 
saw  no  less  than  a  15%  increase  in  spending  (in 
real  terms  at  an  annual  rate)  in  the  first  half  of 
this  year,  and  telecommunications  equipment 
saw  a  13%  increase.  These  high-tech  areas, 
which  now  account  for  close  to  half  of  all  equip- 
ment spending,  raise  productivity. 

"We  have  consistently  underestimated  by 

how  much  productivity  has  grown," 
—— -~      says  Jasinowski.  It  has  doubled  in 
manufacturing  since  1980  and  is 
showing  signs  of  increasing  in 
services. 

Moreover,  in  real  terms,  the  cost 
of  new  equipment  is  falling  fast — by 
around  6%  in  the  last  year  alone, 
mostly  reflecting  computers'  in- 
creased performance  for  lower 
prices.  Lower  interest  rates  have  also 
significantly  lowered  the  cost  of 
capital  to  U.S.  businesses.  It  is  now  at 
or  below  Japanese  levels. 

Whoever  wins  the  presidential 
election  will  probably  push  for  some 
new  and  specific  investment  incen- 
tive, excluding  any  boost  to  consumer 
spending  to  avoid  spooking  the 
bond  market.  An  investment  tax  cred- 
it would  do  little  to  increase  capital  spending 
by  much  in  early  1993.  But  after  three  years  the 
peak  effect  of,  say,  a  5%  itc  would  be  to  add  an 
estimated  $60  billion  (or  roughly  one-sixth)  to 
that  year's  producers'  durable  equipment 
spending. 

That  would  be  good,  of  course,  but  it  also 
just  might  be  a  touch  of  overkill.  By  then,  world 
growth  will  most  likely  have  recovered  as  the 
recession  in  Germany  and  Japan  recedes  and, 
with  it,  U.S.  exports.  Exports  will  in  any  case 
get  a  double  zing  from  a  low  dollar  and  from  U.S . 
manufacturing's  steadily  rising  competitive- 
ness as  productivity  increases  as  a  result  of  all  the 
new  high-tech  equipment  now  being  installed. 
And  then,  subsequently,  domestic  demand  will 
rise  as  jobs  and  incomes  are  boosted  by  the  new 
economic  activity  this  will  all  generate. 

In  other  words,  the  next  President  will  likely 
look  like  an  economic  hero,  whatever  his  poli- 
cies may  be.  M 
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BY  ROBERT  ROSENSTEIN 


The  Forbes  Index  (1967=100) 
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The  Forbes  Index  increased  in  each  of  the  first  eight 
months  of  1992.  The  September  index  (preliminary)  is  up 
0.4%.  If  this  holds,  the  Forbes  Index  will  have  a  4%  gain 
through  the  first  three  quarters.  Although  industrial  pro- 
duction slumped  0.3%  from  August  to  September,  the 
September  figure  for  retail  sales  is  4.4%  higher  than  it  was  a 
year  ago.  And  there's  still  hope  for  this  economy.  Joan  D. 
Schneider,  senior  domestic  economist  at  Continental 
Bank  in  Chicago,  expects  real  gdp  growth  of  1 .5%  (annua- 
lized) in  the  third  quarter. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1991' 
Index  of  leading  indicators  Aug  vs  July 
Trade  balance  12  months  ended  Aug  1992 

Ward's  Automotive 

1.0% 
-0.2%    1 

Dept  of  Commerce 

Dept  of  Commerce 

-$74bil    . 

All-commodity  producer  price  index  Sept  vs  Aug2 

Dept  of  Labor 

0.2% 

1.5%     : 

0.3% 

GDP  2nd  quarter  vs  1st — annualized  growth 
M2  (3-month  change) — annualized  growth1 

Dept  of  Commerce 
Federal  Reserve 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  10/10/92. 2  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987=1001 
seasonally  adjusted  (Federal  Reserve) 
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New  orders 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Manufacturers'  new  orders  and  inventories 

(Ibillions),  seasonally  adjusted  (Dept  of  Commerce) 

■■■■■BHHMMaMWMMaMi 


2990 


2920 


2850 


2780 


Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  (Sbilhons)  total, 
seasonally  adjusted  (Federal  Reserve) 
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An  exceptional  life  might  have 
enough  great  moments  to  finish 

an  entire  bottle. 


exceedingly  rare    Fhe  Crlenlivet*  2  l-year-old  single  malt  Ocotcb.   Eacb  bottle  is  bandblown, 

individually  corked  and  numbered.   Its  exquisite  leather  case  is  entirely  nandmade  and  quantities 

are  extremely  limited.    lo  acquire  tbis  special  connoisseur  s  sampling  01  tbe  noblest  of  all  single 

malls, visit  your  local  line  wine  and  spirits  sbop  or  call   Peter  Angus  at  (212)  572-7788. 


1  Ke  (jrlenlivet 
The  Fattier  of  All  Scotch 


1992  I  lu-  <.U  nihil  21  Year  Old  Pure  Single  Mall  Scotch  Whisky  43%  ale.  by  vol.  (K(>  proof)  Imported  by  The  Glenlivet  Distilling  Company,  N.Y.,  N.Y. 


Just  some  of  the  places  the  ne\ 
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Jo  one  has  ever  driven  a  Range 
Rover  like  this. 

Introducing  the  1993  Range  Rover 
County  LWB,  the  strongest,  quietest, 
most  luxurious  and  technologically- 
advanced  Range  Rover  ever  built. 

For  example,  the  County  LWB  has 
a  unique  electronic  air  suspension 
system  that  automatically  adjusts  jts 
height  to  suit  road  conditions,  ancj 


with  the  press  of  a  button,  can  rise 
above  rough  terrain,  or  kneel  down  to 
curb  height.  So  even  the  tiniest  grand- 
mother won't  need  a  parachute  to 
step  out. 

And  obviously,  nothing  surpasses 
the  comfort  of  riding  on  air. 

What's  more,  this  Range  Rover  has 
the  longest  wheelbase  of  any  Range 
Rover.  It  measures  108".  That's  why 


we  call  it  the  County  LWB,  for  short. 
Passengers  in  back  can  now  stretch 
their  legs  nearly  twice  as  far. 

We  even  improved  Range  Rover's 
already  adhesive-like  grip.  With  our 
new  electronic  traction  control,  alon; 
with  ABS,  a  Range  Rover  ean  take  yo 
down  roads  lost  in  snow,  or  through 
pond-size  puddles,  with  better  trac- 
tion than  ever. 


ffl 


^ 


TREAD  LlGHTlY-DRlVE  RESPONSIBLY  OFF  ROAD  PtEASE  BUCKIE  UP  FOR  SECURITY  ©  1992  AND  ROVER  NORTH  AMERICA  INC 


lange  Rover  outperforms  the  old  one. 


: 


And  we  didn't  stop  there. 

The  County  LWB  has  a  4.2  liter 

engine,  the  most  powerful  engine 

r  in  a  Range  Rover. 

On  top  of  that,  or  rather  behind  it, 

n  interior  with  soft  new  vertical 

ch  leather  seating.  A  surrounding 

Ine  Mediterranean  Poplar  wood 

n.  Drivers  seat  with  memory.  A 

v  loadspace  cover. 


All  this,  in  what  was  already  con- 
sidered the  world's  most  exquisitely 


RANGE  ROVER 


civilized  4-wheel  drive  vehicle. 

And  now  for  the  75  other  improve- 
ments: 

On  second  thought,  why  not  just 
call  1-800-FINE  4WD  for  a  dealer  near 
you?  Of  course,  the  County  LWB  isn't 
the  most  inexpensive  Range  Rover 
we've  ever  built. 

It  is,  however,  the  best. 

Reason  enough  for  looking  into  it. 
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Here's  one  for  the  "Guinness  Book  of  World  Records":  Though  the 
world  is  chock-a-block  with  billionaires,  George  Soros  may  be 
the  first  person  to  make  over  $1  billion  in  the  span  of  a  single  month. 
That's  right:  one  month. 

How  the  market 
overwhelmed  the 
central  banks 


By  Thomas  Jaffe  and  Dyan  Machan 

September  1992  was  a  month  inter- 
national money  managers  won't  easi- 
ly forget.  Especially  George  Soros, 
the  legendary  chairman  of  the  Quan- 
tum group  of  funds.  Soros  and  clients 
of  his  four  Netherlands  Antilles-do- 
miciled pools  cleared  a  cool  $1.5  bil- 
lion in  just  one  month  as  a  result  of  the 
upheaval  in  Europe's  markets.  Nor  is 
that  all  the  Soros  crowd  has  made  this 
year:  Between  the  end  of  August  and 
early  October  the  net  asset  value  of  his 
flagship  $3.3  billion  (assets)  Quan- 
tum Fund  rose  31%,  and  it  is  up  51% 
year-to-date.  As  of  mid-October  his 
assets  under  management  had  swelled 
to  $7  billion. 

There  were  other  big  winners  in  the 
currency  turmoil  that  toppled  the 
pound  sterling,  the  lira  and  other  soft 
European  currencies  and  humbled 
the  central  banks  of  Europe.  The  big 
winners  include  Bruce  Kovner  ofCax- 
ton  Corp.  and  Paul  Tudor  Jones  of 
Jones  Investments.  Kovner's  funds 
made  an  estimated  $300  million,  in- 
creasing assets  to  about  $1.6  billion; 
Jones'  funds  were  up  some  $250  mil- 
lion, to  $1 .4  billion  in  assets. 

The  month  of  wild  trading  and 
sheer  excitement  that  wrecked  the 
European  Exchange  Rate  Mechanism 
were  also  good  times  for  leading  U.S. 
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banks  with  big  foreign  exchange  op- 
erations, especially  Citicorp,  J. P. 
Morgan,  Chemical  Banking,  Bankers 
Trust,  Chase  Manhattan,  First  Chica- 
go and  BankAmerica.  Together,  in 
the  third  quarter,  they  netted  before 
taxes  over  $800  million  more  than 
what  they  normally  earn  in  a  quarter 
from  trading  currencies. 

What  did  these  people  do  to  make 
so  much  money?  They  bet  on  the 
inevitable.  They  bet  that  the  pound 
and  the  other  weaker  European  cur- 
rencies were  overpriced  against  the 
deutsche  mark.  They  bet  that  the 
politicians  and  the  central  banks 
could  not  much  longer  maintain  arti- 
ficially high  exchange  rates  in  the 
interests  of  European  unity. 

Europe's  Exchange  Rate  Mecha- 
nism was  set  up  in  1979  by  the  then- 
members  of  the  European  Economic 
Community  to  keep  the  various  Eu- 
ropean currencies  relatively  stable 
against  one  another.  Relatively  nar- 
row fixed  trading  ranges  were  estab- 
lished within  which  the  prices  of  1 1 
European  currencies  were  supposed 
to  fluctuate.  But  the  system  could 
work  only  if  the  various  countries 
coordinated  their  economic  policies. 
If  one  nation  had,  say,  higher  inflation 
than  another,  there  would  be  great 


strain  on  the  system.  Differences  in 
interest  rates  also  would  strain  the 
system.  When  differences  in  interest 
rates  and  inflation  rates  among  the  1 1 
got  out  of  line,  the  central  banks  had 
to  intervene  to  buy  and  thus  support 
the  weakening  currency  against  spec- 
ulators and  currency  hedgers. 

In  former  times,  powerful  central 
banks  could  usually  frustrate  specula- 
tors. They  did  so  by  simply  buying 
massive  amounts  of  the  weaker  cur- 
rency and  flooding  the  market  with 
the  stronger  currency.  But  times  are 
changing.  While  the  central  banks  can 
mobilize  tens  of  billions  of  dollars, 
trading  in  foreign  currency  markets 
now  runs  to  a  trillion  dollars  a  day. 

Andrew  Weisman,  director  of  cur- 
rency fund  management  for  French 
bank  Credit  du  Nord,  makes  no  apol- 
ogies for  the  speculative  operations 
mounted  by  his  and  other  banks 
against  the  fixed  rates.  "The  central 
banks  brought  September's  debacle 
upon  themselves,"  he  asserts.  Why 
does  he  say  this?   Because  the  ex- 


change rates  they  were  defending  may 
have  made  political  sense  for  the  Eu- 
ropean leaders  committed  to  the  Eu- 
ropean Community  but  no  longer 
made  any  economic  sense. 

Soros  and  the  others  who  won  big 
when  the  market  overwhelmed  the 
banks  were  mostly  involved  in  one 
variation  or  another  on  a  basic  tech- 
nique: Go  short  the  weakest  curren- 
cies. Going  short  a  currency  can  be 
done  in  a  number  of  ways.  The  sim- 
plest is  simply  to  borrow  money,  say, 
Italian  lire,  and  convert  the  borrowed 
money  into,  say,  deutsche  marks  at 
the  fixed  rates.  Then  you  wait  for  the 
lira  to  drop  sharply  against  the  dm, 
buy  in  the  now  cheaper  lira  to  repay 
your  debt  and  pocket  a  lot  of  extra 
deutsche  marks. 

In  September  the  lira  was  trading  at 
765  lire  to  the  mark.  Four  weeks  later 
it  took  980  lire  to  buy  a  single  dm.  A 
speculator  who  had  performed  this 
operation  would  have  made  a  profit 
equal  to  28%  of  the  borrowed  sum. 

But  his  profit  would  have  been 

Quantum  Fund's 
George  Soros 
"When  the 
Italians  finally 
devalued  the  lira 
and  the  Germans 
lowered  rates 
slightly,"  says  a 
Soros  spokesman, 
"it  was  almost 
like  we'd  been 
preparing  for 
an  exam  for  six 
months  and  now 
were  finally 
taking  our  test." 


much  more  than  28%.  Speculators 
with  substantial  credit  lines  like  Soros 
can  borrow  on  a  margin  of  5%  and  get 
20-to- 1  leverage.  That  means  you  can 
borrow  $1  billion  for  speculation  by 
putting  up  just  $50  million  in  cash. 
The  result:  Instead  of  having  made 
28%  on  your  lira  bet,  you  would  have 
made  560%,  or  $280  million. 

There  are  other  ways,  of  course,  to 
play  the  currency  markets:  through 
futures  and  options,  for  example. 
Soros  actually  evolved  a  complex  play. 

George  Soros  generally  avoids  the 
press,  and  in  this  moment  of  great 
triumph,  he  is  as  elusive  as  ever.  But  it 
is  clear  that  he  had  concluded  the 
European  central  banks  were  holding 
lousy  hands  in  their  game  against  the 
speculators  and  hedgers.  That's  why 
he  was  willing  to  bet  the  ranch. 

Though  Soros  would  not  talk  with 
Forbes,  his  spokesman  did.  He  told 
us  Soros  has  expected  financial  tur- 
moil in  Europe  ever  since  the  Berlin 
Wall  collapsed  in  November  1989, 
leading  to  the  reunification  of  Germa- 
ny. These  events,  thought  Soros, 
would  doom  the  Exchange  Rate 
Mechanism. 

A  Soros  spokesman  explains:  "To 
have  one  [pan-European]  currency 
and  make  it  stick,  you  needed  one 
economy.  But  when  one  country  was 
booming  because  it  had  essentially 
done  a  leveraged  buyout  of  East  Ger- 
many, while  the  others  were  in  a 
recession,  this  made  it  inappropriate 
for  the  others  to  rely  on  Germany's 
monetary  policy  in  trying  to  maintain 
their  own  currencies." 

After  German  reunification,  in  Sor- 
os' view,  it  was  only  a  matter  of  time 
before  the  European  Exchange  Rate 
Mechanism  came  unglued. 

By  this  year  it  was  clear  to  just  about 
everyone  that  some  European  curren- 
cies— the  British  pound  and  Italian 
lira,  for  example — were  fundamental- 
ly overvalued  in  relation  to  stronger 
ones  such  as  the  deutsche  mark  and 
French  franc.  As  Britain  and  Italy 
struggled  to  make  their  currencies 
attractive,  they  were  forced  to  main- 
tain high  interest  rates  to  attract  for- 
eign investment  dollars.  But  this 
crimped  their  ability  to  stimulate  their 
sagging  economies.  While  the  British 
and  Italians  tried  to  deal  with  weak 
economies,  Germany  embarked  on  a 
policy  of  trying  to  restrain  its  own 
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economy,    overstimulated     by    the 
spending  on  eastern  Germany. 

There  were  plenty  of  players  be- 
sides George  Soros  betting  against 
the  central  banks  and  the  erm.  For- 
eign exchange  traders  at  money  cen- 
ter banks  and  investment  banks  like 
Goldman,  Sachs  are  constantly  aware 
of  what  is  happening  in  the  interna- 
tional money  markets.  When  large 
institutions,  mutual  funds  and  multi- 
national corporations  that  do  massive 
currency  hedging  to  protect  their 
profits  started  selling  the  weaker  Eu- 
ropean currencies  in  September,  the 
traders  immediately  picked  up  on  the 
jump  in  volume  they  were  handling 
for  their  customers.  They 
could  easily  estimate  just 
how  great  the  selling  pres- 
sure was  and  how  much 
the  central  banks  would 
have  to  spend  to  prop  up 
those  currencies.  Then, 
the  banks  and  investment 
houses  got  into  the  game 
for  their  own  accounts. 

It  was  obvious,  for  in- 
stance, that  the  Bank  of 
England  wouldn't  be  able 
to  support  the  pound  suc- 
cessfully, so  the  banks 
started  to  use  their  own 
capital  to  heavily  sell  the 
currency  short.  Some  of 
the  more  aggressive,  like 
Citicorp  and  Bankers 
Trust,  made  roughly  an 
extra  $200  million  apiece 
pretax  from  the  trading 
turmoil  in  September. 
And  it  may  have  been  even 
more.  But  the  magnitude  of  these 
gains  won't  show  up  in  the  third 
quarter's  results.  When  trading  prof- 
its are  that  large,  the  banks  often  roll 
them  over  into  succeeding  quarters  to 
minimize  their  tax  bill. 

We  mentioned  that  Soros  played  a 
complex  game.  Here's  how  it  went. 
Soros  expected  the  following:  the 
breakdown  of  the  erm  and  a  substan- 
tial realignment  of  European  curren- 
cies; a  dramatic  drop  in  European 
interest  rates;  a  decline  for  European 
stock  markets. 

So,  rather  than  simply  shorting  the 
weak  currencies,  he  also  placed  simul- 
taneous bets  on  interest  rates  and 
securities  markets  that  would  be  af- 
fected by  the  currency  realignments. 


In  carrying  out  this  operation, 
Soros  and  his  aides  sold  short  sterling 
to  the  tune  of  about  $7  billion, 
bought  the  mark  to  the  tune  of  $6 
billion  and,  to  a  lesser  extent,  bought 
the  French  franc.  As  a  parallel  play 
they  bought  as  much  as  $500  million 
worth  of  British  stocks  even  while 
they  were  shorting  sterling,  figuring 
that  equities  often  rise  after  a  currency 
devalues.  Soros  also  went  long  Ger- 
man and  French  bonds,  while  short- 
ing those  countries'  equities.  Soros' 
reasoning  on  the  French  and  German 
markets  was  that  upward  valuation 
was  bad  for  equities  but  was  good  for 
bonds  because  it  would  lead  to  lower 


interest  rates. 

"When  the  Italians  finally  devalued 
the  lira  and  the  Germans  lowered 
rates  slightly,"  says  the  Soros  spokes- 
man, "it  was  almost  like  we'd  been 
preparing  for  an  exam  for  six  months 
and  now  were  finally  taking  our  test." 

After  the  lira  was  battered,  Soros 
read  that  Helmut  Schlesinger,  presi- 
dent of  the  Bundesbank,  had  openly 
stated  that  Germany's  central  bank 
would  not  go  to  the  wall  for  the 
pound.  Soros  has  said  that  he  saw  this 
as  a  "clarion  call  for  everyone  to  get 
out  of  sterling." 

Because  of  his  strong  credit,  Soros 
was  able  to  maintain  all  these  posi- 
tions with  just  $1  billion  in  collateral. 
He  was  margined  to  the  eyebrows, 


but  he  wasn't  really  gambling.  "The 
profits  that  people  like  Soros  recently 
made  seem  astronomical,"  says  Gil- 
bert de  Botton,  chief  of  London's  $5- 
billion-plus  (assets)  Global  Asset 
Management.  "But  do  not  rap  them 
on  the  knuckles  on  one  of  the  few 
occasions  where  they  actually  could 
make  money.  Even  the  pros  have  lost 
their  shirts  from  time  to  time  because 
of  the  absolute  power  of  the  central 
banks." 

Soros  knew  this,  but  all  his  experi- 
ence, all  his  instincts  told  him  that  this 
time  he  was  betting  with  odds  over- 
whelmingly in  his  favor. 

Here's  how  his  leveraged  positions 
worked  out:  The  pound 
dropped  10%,  the  mark 
and  franc  both  rose 
roughly  7%,  the  London 
stock  market  gained  7%, 
German  and  French 
bonds  were  up  about  3% 
apiece,  and  the  German 
and  French  stock  markets 
briefly  rallied,  but  basical- 
ly remained  flat. 

Forbes  has  learned  that 
since  early  October  Soros 
has  substantially  de- 
creased the  size  of  his 
hedge.  He  has  bought 
pounds  and  sold  marks  to 
cover  most  of  his  short 
position  in  sterling.  But 
Soros  is  still  holding  on  to 
his  British  stocks,  and 
continues  to  be  bullish  on 
European  bonds.  Soros 
sees  interest  rates  drop- 
ping in  Europe  and  thinks 
that  the  Continent  is  headed  into  a 
deep  recession. 

He  has  taken  no  pride  in  being 
referred  to  as  the  man  who  beat  the 
central  banks.  One  money  manager 
who  knows  Soros  well  says:  "George 
actually  wants  to  be  perceived  as  help- 
ing central  bankers." 

Was  betting  against  them  being 
helpful?  In  the  sense  that  he  was 
essentially  betting  on  the  inevitable, 
maybe  yes. 

The  volatility  in  European  currcn 
cies    continues.    Soros    and    other 
shrewd  investors  will  no  doubt  con 
tinue  trying  to  profit  off  the  turbu 
lence.  But  it  will  be  a  long  time  before 
a  chance  to  make  a  killing  like  this 
year's  appears  again.  H 


The  Bank   . 
of  England 
In  former  times, 
powerful  central 
banks  could 
usually  frustrate 
speculators  by 
simply  buying 
massive  amounts 
of  the  weaker 
currency  and  flood- 
ing the  market 
with  the  stronger 
currency.  But 
times  are 
changing. 


42 


Forbes  ■  November  9,  IW2 


Badly  scorched  in  the  Manhattan  realty  market, 
a  big  British  firm  has  decided  to  stick  around 
and  rescue  other  people's  disaster  properties. 

Disaster  as 
the  mother 
of  invention 


By  Howard  Rudnitsky 

The  Hammerson  Group  is  an  old- 
line,  blue-chip,  London- based,  pub- 
licly traded  property  company  with  a 
$3  billion  portfolio  of  office  and  retail 
properties  mostly  in  the  U.K.,  Canada 
and  Australia.  Until  1988  Hammer- 
son  had  stayed  out  of  New  York  City. 

But  how  could  you  be  a  world-class 
realty  firm  if  you  didn't  have  a  show- 
case in  Manhattan?  In  1988  the  Brits 
laid  the  cornerstone  for  a  luxurious 
28 -story,  600,000-square-foot  office 
building  on  Fifth  Avenue  between 
37th  and  38th  streets. 

After  the  building  was  completed 
in  the  spring  of  1991,  the  cost  had 
mounted  to  over  $200  million,  or 
$340  a  square  foot.  And  the  Manhat- 
tan market  was  glutted;  70  million  to 
90  million  square  feet  of  office  space 
was  available,  much  of  it  in  better 
midtown  locations. 

When  the  building  opened,  Ham- 
merson had  snared  just  one  tenant:  a 
division  of  Turner  Broadcasting, 
which  took  two  floors. 

About  six  months  later  Hammer- 
son's  conservative  72 -year-old  chair- 
man, Sydney  Mason,  made  the  deci- 
sion to  write  down  the  property  from 
$210  million  to  $60  million  and 
throw  it  on  the  market.  The  only 
bidders  were  bargain  hunters  who 
offered  a  "soft"  $60  million. 

Desperate  and  about  to  leave  the 
U.S.  market;  Hammerson  last  year 
called  in  Toronto  real  estate  deal- 
maker  Edwin  Cogan,  who  had  done 
major  leasing  deals  in  Canada  for 


Hammerson  and  others.  The  Canadi- 
an soon  discovered  that  the  Girl 
Scouts  of  America  were  looking  for  a 
new  building  after  putting  their  36- 
year-old  headquarters  up  for  sale.  The 
Girl  Scouts  were  even  considering 


Hammerson's  Fifth 
Avenue  building; 
dealmaker 
Edwin  Cogan 
Cogan  made  the 
Girl  Scouts 
a  proposition: 
Just  buy  the  space 
you  need. 


leaving  New  York  City. 

Cogan  knew  the  Girl  Scouts,  as  a 
not-for-profit  organization,  were  not 
prospective  tenants.  In  New  York 
not-for-profits  receive  full  exemption 
from  the  crushing  New  York  City 
property  taxes — about  $10  a  square 
foot.  But  if  it  rents,  a  not-for-profit 
doesn't  get  any  tax  benefits.  Buy  the 
building?  The  organization  was  im- 
pressed with  the  building  and  the 
price,  but  what  would  the  Girl  Scouts 
do  with  600,000  square  feet?  They 
needed  only  172,000  square  feet. 

Cogan  made  them  a  proposition: 
Buy  just  the  space  you  need.  Ham- 
merson would  convert  the  building 
into  a  condominium  and  sell  nine 
floors  to  the  Girl  Scouts.  The  price 
was  right:  $24  million  for  nearly  30% 
of  a  building  that  had  cost  over  $200 
million.  It  typically  takes  6  to  12 
months  to  effect  a  conversion  in  New 
York,  but  the  Girl  Scouts  didn't  want 
to  wait  that  long.  City  officials  real- 
ized that  unless  they  moved  fast  the 
Girl  Scouts  might  join  the  businesses 
and  organizations  fleeing  the  crime 
and  taxes  of  Fun  City.  The  city  expe- 
dited the  conversion. 

Turner  Broadcasting,  pleased  with 
having  the  Girl  Scouts  as  a  neighbor, 
doubled  its  lease  from  60,000  square 
feet  to  nearly  120,000  square  feet. 
Umbrella  maker  Totes  Inc.  also  be- 
came a  renter.  The  External  China 
Trade  Center  of  Taiwan  and  Guang- 
dong Jianlibao  Group,  a  Chinese  in- 
vestment banking  and  trading  com- 
pany, bought  space.  Now  60%  of  the 
building's  office  space  is  occupied. 

For  landing  the  Girl  Scouts,  two 
brokers  from  Wilrock  National  real 
estate  earned  a  $1  million  commis- 
sion. When  the  building  fills  up,  Co- 
gan will  pocket  several  million  dollars. 

Counting  the  money  received  from 
the  Girl  Scouts  and  capitalizing  the 
other  leases,  420  Fifth  Avenue  could 
be  worth  something  like  $120  mil- 
lion. That  by  no  means  makes  Ham- 
merson whole,  but  it's  a  lot  better 
than  $60  million — twice  as  good. 
Seeing  what  creative  thinking  can  do 
for  depressed  real  estate,  Hammerson 
has  decided  to  stay  in  New  York  and 
work  with  distressed  properties.  It 
may  try  to  buy  empty  office  property 
at  bargain  prices  and  convert  it  to 
office  condos.  Where  there's  distress, 
there  can  be  opportunity.  Mi 
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Rumors  of  a  takeover  by  Philip  Morris 
nothwithstanding,  Dutch  brewer  Heineken  is  not  for  sale-. 

Making  haste 
slowly 


By  Peter  Fuhrman 

Gerard  van  Schaik's  heart  didn't 
miss  a  beat  in  early  October  when 
rumors  suggested  the  company  he 
runs,  Heineken  N.V.,  was  about  to 
become  a  takeover  target  for  the  U.S.' 
Philip  Morris. 

"I  didn't  even  bother  to  call  our 
main  shareholder  to  find  out  if  there 
was  any  truth  to  it,"  van  Schaik  re- 
calls. He  knows  that  nobody's  going 
to  take  over  the  giant  Dutch  brewing 
company  so  long  as  Alfred  (Freddie) 
Heineken,  now  69,  through  family 
trusts  still  controls  a  little  over  50%  of 
the  publicly  traded  company's  equity. 
Freddie  Heineken  officially  retired  in 
1989,  but  he  has  repeatedly  assured 
van  Schaik:  "Not  a  single  hair  on  my 
head  is  thinking  of  selling." 

Why  should  he?  Things  have  sel- 
dom looked  brighter  for  Heineken. 
Whereas  neither  Anheuser-Busch  nor 
Philip  Morris  has  more  than  tiny  op- 
erations outside  the  U.S.,  Heineken  is 
the  leading  imported  beer  in  the  U.S., 
and  by  far  the  largest  brewer  in  the 
international  market. 

And  international  these  days  is  very 
much  the  place  to  be.  Health  fads  will 
likely  cut  beer  consumption  in  the 
U.S.  for  a  second  year  in  a  row  this 
year;  worldwide,  however,  beer  con- 
sumption is  growing  and  will  likely 
reach  30  billion  gallons  this  year — the 
equivalent  of  more  than  ten  sixpacks 
of  beer  per  person  per  year — with 
especially  strong  volume  increases  in 
Latin  America  and  Asia. 

To  be  sure,  Heineken  almost  blew 
its  opportunities.  In  the  late  1970s 
and  early  1980s  its  Dutch  breweries, 
stuffed  with  expensive  union  labor, 
produced  about  one -fourth  the  vol- 
ume of  beer  for  each  worker  as  did 
Anheuser-Busch   or  Miller.   Heine- 


ken's  pretax  profit  margins  also  bot- 
tomed out  at  a  dismal  6.7%  in  1984. 
"We  were  running  a  luxury  operation 
to  go  with  our  beer's  premium  im- 
age," van  Schaik  says  candidly,  lean- 
ing forward  in  his  chair  in  his  wood- 
paneled  Amsterdam  office. 

Van  Schaik  has  spent  a  good  part  of 
his  time  maintaining  the  premium 
image  while  doing  away  with  the  pre- 
mium costs.  More  than  a  thousand 
jobs  have  gone,  and  antiquated  brew- 
eries were  sold  or  shuttered.  Right 
across  a  small  canal  from  his  office  is 
Heineken's  original  19th-century 
brewery.  Early  in  a  cost-cutting  cam- 
paign in  1988,  Freddie  Heineken 
closed  down  the  brewery,  and  it  is 
now  a  reception  center  where  the 
company  gives  tourists  free  samples. 

Pretax  margins  have  been  rising 
steadily  since  1987,  to  hit  8.4%  last 
year  and  even  higher  this  year.  That's 
still  well  below  Anheuser-Busch's 
20%  margin,  but  puts  Heineken  in  the 
top  rank  of  big  European  brewers. 
Return  on  equity  has  improved  and 
now  stands  at  12.2%. 

Since  Heineken  uses  current  cost 
accounting — which  allows  companies 
to  take  higher  depreciation  charges 
because  assets  are  valued  at  today's 
replacement  costs — its  cash  flow  is 
more  impressive  than  its  reported 
earnings;  cash  flow  should  approach 
$700  million  this  year.  With  a  relative- 
ly modest  dividend  payout,  just  27% 
of  last  year's  $245  million  net,  Heine- 
ken will  be  able  to  expand  considera- 
bly without  having  to  resort  to  bor- 
rowing or  issuing  new  equity.  Its 
long-term  debt  is  a  modest  19%  of 
shareholders'  $2  billion  of  equity. 

Van  Schaik  joined  the  company  in 
1959  and  was  given  responsibility  for 


export  sales  to  the  U.S.,  which  then, 
as  now,  were  the  most  important 
source  of  profits  for  Heineken.  U.S. 
sales  are  just  2.6%  of  the  company's 
total  but  contributed  23%  of  the  com- 
pany's $435  million  pretax  profits  in 
1991,  according  to  John  Wakely  and 
Christopher  Wickham  of  Lehman 
Brothers  in  London.  Littie  wonder:  A 
24-botde  case  of  Heineken  sells  on 
average  for  about  50%  more  than  a 
case  of  Budweiser,  the  premium  far 
exceeding  any  difference  in  produc- 
tion and  shipping  costs. 

With  such  fat  profit  margins,  Hei- 
neken, rare  among  large  European 
companies,  continues  to  earn  big  in 
the  U.S.  despite  the  fall  in  the  dollar 
since  1985.  (This  year  the  dollar  has 
lost  over  15%  against  the  Dutch  guil- 
der.) "We  still  have  a  comfortable 
profit  cushion  in  the  U.S.  even  at  the 
current  exchange  rates,"  declares 
Leendart  Schouten,  Heineken's  chief 
financial  officer. 

Interestingly,  at  home  in  the  Neth- 
erlands Heineken  is  the  largest-selling 
beer  brand  and  sells  for  less  than  many 
other  makes.  Elsewhere,  as  in  the 
U.S.,  it  is  priced  and  marketed  at  a 


Heineken's  ruling 
pair,  Karel  Vuursteen 
(left)  and 

Gerard  van  Schaik 
A  three-part 
program  for 
bottling  up  the 
tough  American 
competitors: 
Preserve  the 
premium  image 
and  family  control 
while  doing  away 
with  premium 
costs. 
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premium,  as  a  fashionable 
status  drink.  Heineken  will 
spend  $700  million  this 
year  on  advertising  and 
marketing,  disguising  its 
promotional  zeal  behind 
the  slogan,  "When  you 
make  a  great  beer  you  don't 
have  to  make  a  great  fuss." 
Following  other  makers  of 
luxury  consumer  goods, 
Heineken  has  also  begun 
sponsoring  golf  tourna- 
ments in  Europe.  "As  I  see 
it,  we  don't  sell  beer,  we  sell 
brands,"  says  van  Schaik — 
no  different  from  Armani 
clothes  or  Hermes  scarves. 

Van  Schaik  doesn't  wor-  ^^^M 
ry  about  an  invasion  of  his 
markets  by  American-made  beer. 
"Like  it  or  not,  the  U.S.  does  not  have 
a  great  worldwide  reputation  as  a 
brewing  nation,"  van  Schaik  says, 
somewhat  haughtily.  But  he  does 
worry  about  Anheuser-Busch  for  a 
different  reason.  He  and  his  col- 
leagues at  Heineken  are  watching 
closely  the  St.  Louis- based  American 
brewer's  protracted  negotiations  to 


One  of  Heineken's  two  Dutch  breweries 
America's  favorite  imported  beer  since  1933. 


acquire  a  stake  in  the  Czechoslova- 
kian  government-owned  Budvar 
brewery.  This  brewery  makes  the 
original  Budweiser,  which  is,  by  uni- 
versal agreement,  one  of  the  world's 
great  premium  beers.  Budvar  com- 
bined with  Anheuser-Busch's  mar- 
keting muscle  would  be  a  competitor 
Heineken  could  not  easily  brush  off. 
To  counter  this  threat,  Heineken 


has  opened  negotiations  to 
take  control  of  Czechoslo- 
vakia's other  great  brewery, 
Pilsner  Urquell.  Those 
talks,  like  Anheuser- 
Busch's,  are  going  slowly; 
the  proud  Czechoslovaki- 
ans  are  loathe  to  cede  con- 
trol to  foreigners. 

Meanwhile,  van  Schaik  is  ■ 
concentrating  on  Germa- 
ny. In  January  the  Europe- 
an    Community's     single 
market  rules  will  open  up 
what    is    still    by    far    the 
world's    top    beer-swilling 
market,  a  highly  fractured 
market  with  hundreds  of 
tiny  local  brewers.  To  gain  a 
foothold,  van  Schaik,  using 
some  expensive  advertising,  will  try  to 
sell  its  beer  to  younger  Germans  who 
travel  outside  the  country.  The  pitch  is 
to  sell  the  cachet  of  drinking  a  foreign 
brew.  It'll  take  time,  but  van  Schaik 
believes  Heineken  has  time  on  its  side. 
Karel  Vuursteen,  who  joined  Hei- 
neken two  years  ago  from  the  trou- 
bled Dutch  electronics  company  Phil- 
ips, will  succeed  van  Schaik  as  chair- 
man in  April  1993.  "The  great  advan- 
tage of  beer,"  Vuursteen  says,  "is  that 
it  is  probably  the  only  major  consum- 
er product  with  a  2, 000 -year  product 
cycle."  That  being  so,  one  doesn't 
tamper  too  much  with  the  product. 

For  example,  Heineken  resisted  di- 
versifying outside  brewing  beer.  And 
in  the  early  1980s,  when  light  beers 
were  the  coming  fashion,  van  Schaik 
wouldn't  consider  a  Heineken  Lite,  a 
decision  he  never  regretted.  "Our 
consumers,  especially  in  the  U.S.,  just 
wouldn't  go  for  it.  They  want  to  go  up 
to  a  bar  and  order  without  being 
questioned  about  which  Heineken 
they  want,"  he  says. 

The  hands-off  strategy  at  Heineken 
was  vindicated  when  Germany's 
Lowenbrau,  not  long  ago  a  competi- 
tive threat  in  the  U.S.  market,  lost 
customers  when  it  began  brewing  its 
beer  under  license  in  the  U.S.  But  van 
Schaik  did  not  ignore  Americans' 
craving  for  lighter  beer.  He  turned  to 
the  company's  Amstel  brand,  which 
sold  as  a  limited  premium  brand  in 
Holland,  but  little  elsewhere,  and  re- 
formulated it  into  Amstel  Light.  Am- 
stel is  now  the  U.S.'  largest  imported 
light  brand.  ■■ 
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For  several  years  Jackson  Stephens 
worked  to  build  a  state-of-the-art 
incinerator.  Then  he  smelled  trouble. 

Jackson 
knew  best 


By  Nina  Munk 

In  1981  investment  banker  and  cen- 
timillionaire  Jackson  Stephens,  then 
head  of  Little  Rock's  Stephens  Inc., 
put  together  a  partnership  to  build 
one  of  the  most  modern  hazardous 
waste  incinerators  in  the  country.  Lo- 
cation: East  Liverpool,  Ohio,  on  the 
Ohio  River. 

Eleven  years  later  the  incinerator 
sits,  finished  (at  a  cost  of  $160  mil- 
lion) but  cold  and  idle,  a  monument 
to  environmental  hysteria  and  igno- 
rance. Long-term  contracts  to  dis- 
pose of  waste  for  such  companies  as 
Du  Pont,  BASF  and  Chemical  Waste 
Management  are  on  hold.  Costs  keep 
mounting. 

Jack  Stephens,  shrewd  banker  that 
he  is,  cleared  out  in  time.  By  1986 
Stephens  had  begun  to  lose  interest  in 
the  project  and  approached  his  part- 
ners saying  that  they  should  sell  the 
company  formed  to  build  the  inciner- 
ator, Waste  Technologies  Industries. 
Recalls  Warren  Stephens,  Jack's  son 
and  current  Stephens  Inc.  head,  "The 
regulatory  hassle  had  got  to  the  point 
that  we  were  tired  of  fooling  with  it." 
The  incinerator's  capital  require- 
ments were  also  a  turn-off  for  the 
Stephens  family. 

When  an  outside  buyer  couldn't  be 
found,  one  of  wti's  partners,  a  big 
Swiss-based  public  company  called 
Von  Roll  A.G.,  agreed  to  buy  out 
Stephens  and  the  others.  "We  saw  a 
potentially  good  rate  of  return  on  our 
investment,"  says  Blake  Marshall, 
president  of  Von  Roll  America,  in 
Adanta,  Ga.  "After  all,  we  pride  our- 
selves on  having  the  finest  waste  incin- 
erator technology  in  the  world." 
About  10%  of  Von  Roll's  sales  of  $1 .7 
billion  a  year  come  from  building 


Centimillionaire  Jackson  Stephens 
Cleared  out  in  time. 


incinerators.  Worldwide  some  300 
Von  Roll  incinerators  process  33  mil- 
lion tons  of  waste  a  year. 

Von  Roll  had  every  reason  to  think 
its  East  Liverpool  incinerator  would 
succeed.  The  Environmental  Protec- 
tion Agency  had  found  that  the  incin- 
erator met  or  exceeded  its  safety  stan- 
dards. Ohio  environmental  watch- 
dogs, too,  had  blessed  the  plant  with 
the  required  permits. 

Lacking  a  strong  case  on  safety 
grounds,  the  activists  opposed  to  the 
East  Liverpool  incinerator  are  playing 
largely  on  emotion — the  incinerator 
is  1,200  feet  from  a  school — and  ru- 
mor. Among  the  rumors:  that  Von 
Roll  is  connected  to  the  Mafia,  to 
Saddam  Hussein  and  to  the  Bank  of 
Credit  &  Commerce  International 
scandal.  Pretty  heavy  rumors — yet  so 
far  not  an  ounce  of  supporting  evi- 
dence has  been  adduced. 

Blake  Marshall  and  other  Von  Roll 
officials  dismiss  all  these  allegations  as 


desperation  plays  designed  solely  to 
strangle  the  East  Liverpool  waste 
incinerator. 

Some  environmental  activists  are 
even  arguing  that,  by  preventing  the 
incinerator  from  operating,  compa- 
nies will  have  less  incentive  to  produce 
hazardous  waste. 

Terri  Swearingen,  a  former  nurse 
from  Chester,  W.Va.,  is  a  leader  of  the 
local  opposition.  She  sees  dark  things 
in  the  fact  that  Von  Roll  identifies 
itself  as  Von  Roll  America,  Inc.  in 
some  documents  and  Von  Roll 
(Ohio),  Inc.  in  others.  What's  wrong 
with  that?  Replies  she:  "This  compa- 
ny seems  to  have  been  involved  in  a 
tangled  web  of  deceptions  using  com- 
mas and  parentheses  to  hide  the  true 
ownership  of  this  facility." 

Such  is  the  state  of  much  environ- 
mental debate,  yet  the  anti-incinera- 
tor crowd  seems  to  be  winning.  In 
1991  Greenpeace  joined  forces  with 
Ohio  and  West  Virginia  environmen- 
tal activists  and  began  demonstrating. 
The  Environmental  Protection  Agen- 
cy eventually  agreed  to  yet  more  re- 
views of  the  incinerator. 

On  Oct.  1  the  agency  reaffirmed  its 
decision.  But  the  state  ofWest  Virgin- 
ia, which  also  borders  the  Ohio  River, 
filed  suit  for  a  preliminary  injunction 
to  keep  the  incinerator  closed  until 
further  studies  are  completed.  Repre- 
sentative Harley  Staggers  (D-W.Va.) 
launched  a  congressional  subcommit- 
tee hearing  on  the  issue,  and  the  Ohio 
Attorney  General  has  undertaken  a 
study  of  Von  Roll's  record.  Ohio's 
ultra-liberal  senator,  Howard  Metz- 
enbaum,  is  also  attacking  the  project. 

What  of  the  people  who  would  be 
most  affected  by  the  incinerator?  East 
Liverpool,  a  town  of  13,000,  has  had 
no  significant  new  investment  in  at 
least  50  years.  With  a  shrinking  tax 
base  and  a  budget  of  $15  million  a 
year,  the  town  would  earn  $2  million 
a  year  in  new  revenues  from  the  incin- 
eration project.  Says  Michael  Parkes, 
president  of  the  East  Liverpool 
Chamber  of  Commerce  and,  like- 
many  business  people  in  town,  a  sup 
porter  of  the  project:  "Here  we  arc, 
surrounded  by  a  lead  plant,  a  nuclear 
power  plant,  and  two  steel  mills  that 
rank  among  the  100  most  polluting 
companies  in  the  country,  but  until 
Von  Roll  came  in  no  one  even  batted 
an  eye."  M 
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They  travel  cross  country  and  across  the  Pacific  market- 
ing his  wines  to  fine  restaurants  and  retailers.  Can  often  be 
found  at  gallery  exhibitions,  seeking  just  the  right  painting 
to  feature  on  his  next  wine  label.  Tap  to  the  sounds  of  jazz 
for  relaxation  and  rejuvenation.  And  are  frequently  seen  in 
the  company  of  his  eldest  daughter  and  business  associate, 
Kara,  who  has  followed  his  footsteps  into  the  business. 

The  Thatcher  from  Bostonian.  As  worn  by  Robert  Pecota, 
winemaker,  jazz  aficionado,  proud  father,  and  proprietor  of 
Robert  Pecota  Winery,  Calistoga,  California. 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


For  the  retailer  nearest  you  and  a  free 
color  brochure,  call  1-800-999-6780. 


Is  Yeltsin  persecuting  Gorbachev?  Or  could  it  be  that 
the  deposed  Soviet  leader  can't  get  used  to  a  system 
where  even  the  highest  are  accountable  to  the  law? 

Gorby  takes 
the  Fifth 


By  Vladimir  Kvint 

Recently  Mikhail  Gorbachev  has 
been  complaining  bitterly  to  Western 
correspondents  that  the  Russian  mili- 
tia, acting  on  orders  from  the  Russian 
government,  seized  not  only  the 
building  housing  his  Gorbachev 
Foundation  but  his  limousine  as  well. 
Poor  Gorby.  Is  this  any  way  to  treat  the 
man  who  brought  about  the 
end  of  Soviet  tyranny? 

The  story,  however,  is 
not  quite  so  simple  as  the 
Western  media  has  made  it 
out.  The  huge  building  has 
an  interesting  history.  A 
showcase  property  built  of 
marble  and  situated  in  cen- 
tral Moscow,  it  was  built  by 
the  Communist  Party  with 
public  money.  It  housed 
the  institute  where  leaders 
of  foreign  communist  par- 
ties studied  how  to  topple 
their  governments. 

When  Russia's  president, 
Boris  Yeltsin,  abolished  the 
Communist  Party  after  the 
August  1991  coup,  who 
became  the  true  owner  of  ■■■§ 
the  property?  The  Russian 
Parliament  gave  Yeltsin  the  power  to 
allocate  former  Party  property.  But  by 
this  time,  Gorbachev  had  already  tak- 
en up  residence  in  the  building,  and 
had  also  taken  over  a  luxurious  villa 
once  reserved  for  Politburo  members. 
Gorbachev  declared  all  this  the  prop- 
erty of  the  Gorbachev  Foundation. 

Poor  Gorby  indeed. 

On  several  occasions,  the  Russian 
government  told  Gorbachev  that  he 
could  use  the  building  but  would 
have  to  pay  rent.  Gorbachev  not  only 
ignored  the  government  but  rented 


out  one-third  of  the  space  for  a  huge 
new  restaurant  and  for  various  foreign 
joint  venture  tenants.  For  this  he  has 
received  at  least  $120,000  in  hard 
currency  during  the  past  few  months. 
The  foundation  also  didn't  pay  taxes 
due  on  the  property. 

Obviously  miffed,  in  early  October 


Mikhail  Gorbachev  strikes  a  new  pose 

Money  sent  abroad  leaves  a  paper  trail.  It  haunts  Gorbachev. 


Yeltsin  declared  the  building  the 
property  of  the  Russian  Finance 
Academy,  and  the  militia  took  over 
the  building.  That's  when  Gorbachev 
began  complaining  resentfully  to 
Western  correspondents. 

That's  not  Gorbachev's  only  woe. 
He  has  been  summoned  to  appear  as  a 
witness — not  as  a  defendant — before 
the  new  Constitutional  Court,  Rus- 
sia's highest  court,  in  a  case  involving 
the  abolition  of  the  Communist  Party. 
Gorbachev  has  refused  to  appear. 
Why?  Could  it  be  because  he  is  afraid 


of  two  questions:  How  much  money 
did  he  send  abroad  as  General  Secre- 
tary of  the  U.S.S.R.  Communist  Party; 
and  to  what  accounts  did  he  send  it? 
Educated  as  a  lawyer,  Gorbachev 
knows  that  if  he  makes  a  false  state- 
ment under  oath,  he  could  be  arrested. 
He  clearly  does  not  want  to  explain 
to  the  Russian  people  why,  at  a  time 
when  they  were  suffering  privations, 
Gorbachev  sent  money  to  foreign 
communist  parties  as  well  as  to  their 
leaders.  In  1990,  for  example,  $2 
million  went  to  the  General  Secretary 
of  the  U.S.  Communist  Party,  Com- 
rade Gus  Hall.  Receipts  signed  by 
Hall  are  on  the  desk  of  the  General 
Prosecutor  of  Russia.  When  money  is 
sent  abroad,  it  leaves  a  paper  trail.  This 
trail  haunts  Gorbachev. 

During  Gorbachev's  time,  the  gold 
in  Russia's  reserves  fell  from  983.5 
tons  in  1985  to  450  tons  in  December 
1991— at  $350  an  ounce,  the  differ- 
ence amounts  to  almost  $6  billion. 
And  because  additional 
gold  was  produced  during 
that  period,  the  amount 
shipped  abroad  was  proba- 
bly much  higher.  Much  of 
this  gold  was  used  to  buy 
food  and  other  supplies 
from  the  West,  but  did 
some  of  it  find  its  way  into 
the  Party  higher-ups'  num- 
bered accounts  in  Switzer- 
land, Liechtenstein,  Pana- 
ma, Hungary  and  else- 
where? Most  Russians 
think  it  did. 

If  he  wanted  to,  Gorba- 
chev could  provide  some 
answers.  Only  Gorbachev 
had  the  power  to  decide 
how  much  gold,  platinum, 
palladium,  diamonds  and 
other  precious  stones  and 
metals  should  be  sent  abroad,  espe- 
cially those  not  officially  for  sale.  A. 
Politburo  member  who  helped  him 
with  the  Party's  foreign  financial  deal- 
ings, Oleg  Shenin  (Forbes,  Oct.  28, 
1991),  is  now  in  prison,  charged  with 
organizing  the  August  coup. 

Expect  more  bitter  complaints 
about  political  persecution  from  the 
deposed  Soviet  leader.  Gorbachev 
must  find  it  most  unfamiliar  living 
under  a  system  where  even  the  high 
est  of  the  high  are  subject  to  the  rule 
of  law.  ■■ 


48 


Forbes  ■  November  9,  1992 


«; 


I 


]39VId 


£  IK-^i 


Introducing 

The  New 

PiagetPolo  Watch 

His  $14750 
Hers  $11500 


FELDMAR  WATCH  COMPANY 

WRLD  S  LARGEST  SELECTION  OF  FINE  WATCHES 

(213)  272-1196 

9000  West  Pico  Blvd..  Los  Angeles.  CA  90035 


PlvgeT. 

PAILUER  EN  HORWGERIE  EEPUBlSft 
GENEVE 


THESE  DAYS,  EVEN  THE  MOST  POWERFUL 
LUXURY  STATEMENTS  ARE  BEING  MADE  MORE  QUIETLY  I 


In  this  day  and  age,  an  environment  that  is  quiet,      that  the  1993  Acura  Legend  Sedan  LS  was  designed  to  be 
peaceful  and  free  of  distraction  is  indeed  a  luxury.  And  as  you  Thanks  to  sound-absorbing  materials  like  honeycon 

might  expect,  it  is  precisely  this  kind  of  tranquil  environment      paneling,  the  Legend  insulates  you  from  the  noise  and  stn 
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veryday  driving.  While  supple  leather,  an  Automatic      which  goes  to  show  that  just  because  a  statement  is  made 

aate  Control  System  and  burled  walnut  trim  make  the      quietly  doesn't  make  it  any  less  powerful.  Call  1-800-TO- 

nd  cabin  as  comfortable  and  tasteful  as  it  is  serene.  All  of      ACURA  for  more  information.       v£V  precision  crafted  performance 


High  and  rising  taxes  are  among  the  chief  causes  of  the 
decline  of  the  great  American  cities.  One  metropolis  has 
just  taken  a  major  step  toward  reversing  the  decline. 

The  Philadelphia 
story 


By  Robert  Lenzner  with  Lisa  Coleman 


As  it  eventually  must  for  just  about 
every  big  city  in  the  U.S.  and  many 
state  governments  as  well,  showdown 
came  to  Philadelphia  early  this 
month.  Borrowing  had  become  all 
but  impossible  for  the  city.  Further 
tax  increases  would  result  in  less  mon- 
ey collected.  The  city  couldn't  even 
cut  expenses  because  few  politicians 
dared  confront  the  powerful  and  vin- 


dictive unions  representing  municipal 
employees. 

But  Philadelphia  had  reached  the 
point  of  no  return.  The  mayor  was 
blunt:  Either  the  unions  would  have 
to  concede  on  wages,  fringes  and 
productivity  or  face  massive  layoffs. 
The  unions  struck.  Would  there  be 
serious  violence?  Would  essential  ser- 
vices be  seriously  curtailed?  Running 


Philadelphia's 
striking 

blue-collar  workers 
The  mayor  was 
more  ready. 


through  Mayor  Edward  Rendell's 
mind  were  all  the  fears  that  have  long 
crippled  municipal  resistance  to  un- 
reasonable union  demands. 

Yet,  only  16  hours  after  declaring  a 
work  stoppage,  union  leaders  capitu- 
lated and  conceded  a  settlement  that 
could  well  be  a  trendsetter  for  other 
state  and  local  governments  with 
budget  deficits,  high  taxes  and  erod- 
ing economies.  The  unions  "blink- 
ed," according  to  David  Cohen,  Ren- 
dell's chief  of  staff.  They  agreed  to  let 
the  mayor  cut  $374  million  from  the 
budget  over  the  next  four  years  while 
revolutionizing  a  work- rule  structure 
that  city  hall  had  put  under  control  of 
the  unions  30  years  ago. 

Rendell,  a  burly,  intense  New  York- 
er who  took  office  in  January  with  a 
68%  plurality,  did  not  buckle  under  to 
pressure  from  union  delegates  to  the 
Democratic  convention,  who  com- 
pared him  with  Frank  Lorenzo,  the 
deposed  airline  owner  who  busted  the 
unions  but  was  forced  out  just  two 
years  ago. 

How  did  he  call  the  unions'  bluff?  A 
tough  fighter  who  as  Philadelphia's 
district  attorney  won  55  death  penal- 
ties, he  says  he  raised  public  awareness 
about  the  "incredible  level  of  bene- 
fits" accorded  the  unions  and  how 
"sick  and  tired"  local  union  members 
were  of  Philadelphia's  escalating  tax- 
es. Once  citizens  learned  that  city 
workers  get  52  days  a  year  off — in 
effect  working  a  four-day  week  for  five 
days'  pay — and  put  that  together  with 
the  high  city  tax,  the  unions  had  little 
popular  support  left. 

Rendell  was  ably  aided  by  John 
Street,  the  soft-spoken  black  presi- 
dent of  the  city  council,  who  had  the 
respect  of  union  leaders.  To  get  the 
deal  done  the  mayor  conceded  retiree 
health  benefits  and  insurance. 

While  the  unions  bowed  to  the 
inevitable,  they  did  not  do  so  grace- 
fully. Officials  of  District  Council  No. 
33  claim  that  Rendell  took  a  30%  rise 
in  salary  himself  (later  he  gave  back 
5%) — a  claim  that  city  hall  denies — 
and  needed  1 1  more  deputy  mayors 
to  run  the  city. 

Union  leaders  might  well  be  sullen 
They  had  to  swallow  some  fairly  bitter 
pills.  In  return  for  avoiding  layoffs, 
the  city's  blue-collar  workers  accept 
ed  25%  cuts  in  their  medical  benefit 
plans,  no  salary  increases  for  over  two 
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Philadelphia 


years  and  then  only  minimal  raises — 
2%  in  April  1995  and  3%  in  April 
1996.  This  is  a  far  cry  from  the  5%  to 
8%  wage  hikes  received  over  the  past 
three  years.  The  most  radical  change 
is  in  the  cost  of  health  care,  which 
costs  the  city  from  $480  to  $520  per 
worker  per  month  in  funds  paid  to 
unions  without  city  oversight  or  au- 
dited numbers.  This  settlement  re- 
duces the  city's  monthly  contribution 
to  $360  and  saves  $70  million  a  year. 

The  deal  also  gives  the  city  repre- 
sentation on  the  union's  Health  & 
Welfare  Board.  It  did  not  help  the 
union  cause  that  Earl  Stout,  the 
former    president    of   District 
Council  No.  33,  was  sentenced 
in  1990  to  two  years  in  jail  for 
mail  fraud,  embezzlement  and 
racketeering. 

Another  crucial  victory  for 
the  taxpayer  was  the  unions' 
concession  on  the  archaic  and 
bizarre  work  rules  that  bloated 
Philadelphia's  work  force  and 
made  it  both  inefficient  and 
unproductive. 

Entry-level  workers  used  to 
have  52  days  off  a  year:  20  for 
sick  leave,  10  for  vacation,  14 
paid  holidays,  5  to  attend  funer- 
als and  3  for  personal  leave. 
Today  the  number  has  been  re- 
duced to  43  days,  partly  because 
city  employees  will  no  longer  be 
paid  for  staying  home  on  Lin- 
coln's birthday,  Flag  Day  or 
Election  Day  or  for  taking  up  to 
two  hours'  sick  leave  every  day. 

Under  the  old  featherbed-  H 
ding  rules,  sludge  that  came  out 
of  the  city's  water  pipes  was  shoveled 
into  trucks,  then  clumped  on  the 
ground  and  once  again  shoveled  into 
another  truck — all  this  to  employ  ten 
persons.  This  kind  of  obscene  make- 
work  practice  has  been  prohibited. 

For  the  first  time  in  its  history 
Philadelphia  can  require  overtime 
from  workers  when  necessary  to  im- 
prove productivity,  and  assign  work- 
ers to  perform  functions  under  lower- 
level  job  classifications.  The  mayor 
also  got  the  right  to  use  volunteers, 
probationers,  parolees,  even  the  Na- 
tional Guard  to  augment  the  work 
force  if  the  unions  are  given  notice. 

No  doubt  these  terms  were  made 
more  palatable  by  the  absence  of  mas- 
sive layoffs  or  a  dollar  rollback  in 


compensation,  the  painful  medicine 
being  prescribed  for  other  state  and 
local  governments  like  California, 
New  Jersey  and  New  York. 

Philadelphia  simply  happened  to  be 
one  of  the  first  major  American  cities 
in  recent  history  to  be  brought  to  the 
brink  of  collapse  by  cowardly  city 
administrations.  , 

The  Philadelphia  story  for  the  past 
two  decades  is  a  litany  of  financial 
disasters.  Taxes  were  raised  19  times 
in  the  past  decade,  to  the  point  where 
families  of  four  earning  $25,000  were 
paying  nearly  13%  to  the  city,  the 


Mayor  Edward  Rendell 

The  battle  was  won,  but  not  the  war. 


third-highest  tax  burden  in  the  na- 
tion. No  surprise  that  the  city  lost 
350,000  of  its  middle-class  popula- 
tion to  neighboring  suburbs,  leaving 
more  than  half  its  1 .6  million  citizens 
categorized  as  low  income. 

So  rising  taxes  led  to  a  dwindling 
tax  base,  and  the  dwindling  tax  base 
led  to  even  higher  taxes  simply  to 
produce  the  same  amount  of  money 
as  before.  It  couldn't  go  on  forever, 
and  it  didn't.  The  city  resorted  to 
gimmicks  like  selling  assets,  remort- 
gaging  buildings  or  delaying  pay- 
ments. The  crisis  came  during  the 
summer  of  1 990,  when  it  couldn't  sell 
bonds  and  had  to  delay  both  pension 
and  vendor  payments.  Its  credit  rating 
was  lowered  to  B  ("highly  specula- 


tive"), and  the  price  of  the  city's 
securities  fell  to  86  cents  on  the  dollar, 
where  they  were  yielding  about  10%. 
A  statewide  financial  oversight 
agency,  Pennsylvania  Intergovern- 
mental Cooperation  Authority 
(pica),  was  formed  to  borrow  $475 
million  to  help  Philadelphia  avoid  de- 
fault, an  imminent  risk. 

The  city  drew  up  a  five-year  finan- 
cial plan  several  hundred  pages  long 
intended  to  cut  $1.2  billion.  By  May 
this  year  Fitch  Investors  Service  had 
raised  the  city's  rating  to  BB  ("specu- 
lative"), and  Philadelphia  bonds  now 
trade  at  1 04  cents  on  the  dollar. 
However,  the  city  is  a  long 
way  from  its  $1.2  billion  cost 
savings  goal.  It  still  has  to  cut 
another  $800  million  from  the 
city's  overhead.  That's  no  easy 
task,  because  the  uniformed  po- 
lice and  firemen  have  still  to 
accept  terms  close  to  the  blue- 
collar  unions'  contract,  which  is 
yet  to  be  ratified.  Says  Rendell, 
"The  good  hews  is  we  won  a 
monumentally  important  battle 
that  may  turn  the  tide  of  the 
war.  But  the  bad  news  is  that, 
having  won  that  battle,  the  war 
is  going  to  drag  on  for  two  and  a 
half  more  years  and  we've  got  a 
lot  of  other  battles  to  win." 

But  at  least  things  are  looking 
a  bit  brighter  in  the  city  of 
brotherly  love.  A  new  conven- 
tion  center  will   be   ready  in 
spring  1994  and  is  booked  solid 
for  two  years,  good  news  for  the 
city's  near-moribund  hotel  in- 
dustry. The  mayor  is  hopeful 
about  building  a  new  sports  arena  in 
Center  City,  and  creating  an  arts  and 
cultural  center  as  Philadelphia's  Lin- 
coln Center.  He  may  need  to  find  a 
use  for  the  Navy  Yard  if  it  closes  and 
wipes  out  another  1 1,000  jobs. 

John  White,  hired  this  year  by  the 
mayor  as  his  financial  adviser,  is  co- 
chief  executive  of  Public  Financial 
Management,  Inc.,  which  specializes 
in  municipal  finance.  He  warns  that 
"if  we  fail  to  rebuild  the  city's  stag- 
nant revenue  base,  the  plan  to  restore 
Philadelphia  will  not  work." 

But  Mayor  Rendell  has  taken  the 
first,  difficult  step  in  breaking  the 
vicious  cycle  of  ever  rising  taxes  and 
ever-shrinking  tax  bases.  Philadelphia 
has  at  least  shown  it  can  be  done.  M 
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A  promise  two  wheels  will  replace  tliree,  once  your  ieet  can  reach  the  pedals. 


A  promise  that  you  won't  he  the  only  one  wearing  galoshes  in  the  rain. 


A  promise  you'll  reel  as  sare  tomorrow  as  you  do  today. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  rh  keeping  our  promises.  That  way  all  the  ramilies  and  businesses  that  rely  on  us  can  keep  theirs. 

aw 


C1990  Massachusetts  Mutual  Lite  Insurance  Co.  Springfield  MA  01111 


MassMutual 

We  help  you  keep  your  promises. 


Every  Part  Works. 


It's  essential  in  today's  world.  Crucial 
to  tomorrow's.  Bank  of  America  is 
uniquely  equipped  and  positioned  to 
offer  an  equally  effective  approach  to 
meeting  your  global  banking  needs. 
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His  sensible  advice  got  him  fired  as  a  top  executive 
at  Continental  Can.  Donald  Bainton  has  won 
both  vindication  and  revenge. 

Field  of  dreams 


By  Roula  Khalaf 

It  wasn't  pleasant.  After  working 
29  years  at  Continental  Can  and  rising 
to  the  president  of  packaging,  Donald 
Bainton,  then  52,  was  summarily 
sacked  in  1983  by  then-chairman 
Bruce  Smart.  Bainton  had  made  the 
mistake  of  objecting  vociferously  to 


Smart's  plan  for  diversifying  the  pack- 
aging company  into  insurance  and 
energy. 

A  year  later  Smart  left,  too:  Conti- 
nental was  taken  over  by  the  Omaha- 
based  construction  giant,  Peter 
Kiewit  Sons',  Inc.,  which  sold  every - 


Continental  Can  Chairman  Donald  Bainton 
The  sweet  taste  of  revenge. 


thing  piecemeal. 

Bainton?  He  signed  on  as  chairman 
of  tiny  $6  million  (1983  sales)  Via- 
tech,  a  Syosset,  N.Y.-based  engineer- 
ing outfit.  But  Bainton  had  bigger 
ambitions.  Within  a  year  he  began  a 
series  of  moves  that  have  built  Viatech 
into  a  nearly  $500  million  (revenues) 
international  packaging  company. 

He  started — by  necessity — small, 
buying  a  moneylosing  German  com- 
pany that  made  plastic  bags  used  to 
package  foods  like  hot  dogs  and  cold 
cuts.  Viatech  put  down  just  $500,000 
in  cash  for  51%  of  the  company  and 
assumed  $7  million  in  debt. 

Bainton  soon  had  the  business 
straightened  out.  Last  year  the  com- 
pany had  operating  profits  of  $2  mil- 
lion. His  next  shoestring  acquisition 
was  of  a  struggling  Spanish  printer 
and  laminator  of  plastic  films;  he  paid 
just  one  peseta  for  80%,  and  the  banks 
and  provincial  governments  were 
happy  to  unload  the  company.  He 
soon  had  this  operation  humming. 

In  1989  he  moved  into  France, 
where  the  canned  food  market  has 
continued  to  grow.  He  bought  Fer- 
embal  (1991  sales,  $200  million), 
France's  second-largest  food  can 
maker  and  then  twice  Viatech's  size. 
It  was  another  typical  Bainton  boot- 
strap deal;  Viatech  put  up  just  $3.2 
million  for  51%  of  the  company.  Citi- 
bank put  up  another  $1.5  million  of 
equity  and  lent  $90  million  for  the 
purchase  and  for  working  capital. 

Last  year  he  moved  back  into  the 
U.S.,  buying  Continental's  old  plastic 
container  unit  from  Kiewit  for  $153 
million.  More  imaginative  financing: 
$30  million  from  a  European  private 
placement  of  Viatech  shares;  $30  mil- 
lion from  a  Mexican  partner;  the  rest 
from  a  junk  bond  offering. 

With  that  deal  Viatech  was  a  $500 
million  business.  Recendy  Bainton, 
now  61,  put  the  finishing  touches  on 
his  accomplishment  by  buying  the 
venerable  Continental  Can  name 
from  Kiewit  for  between  $1  million 
and  $2  million.  He  renamed  Viatech 
to  Continental  Can.  "I'm  satisfied 
now,"  says  Bainton.  "I  want  to  make 
it  into  the  preeminent  packaging 
company  in  the  world  again." 

Which  strikes  some  of  Bainton*! 
former  Continental  colleagues  .is 
something  out  of  the  1989  movie 
Field  of  Dreams.  That's  the  film  where 
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THE  SECRET  TO  INCREASED  PROFITS  AS 
DEMONSTRATED  BY  ORIGAMI. 


Today  your  business  is  one  thing.  Tomorrow  it  could 
be  a  whole  different  animal.  Which  means  you  need  a 
staff  that  can  restructure  with  it.   Because  while  your 
employees  are  your  most  valuable  asset,  they're  also 
your  biggest  expense.  Olsten  has  the  solution:  flexibility. 
With  Olsten's  Flexible  Workforce™  you  maintain  a  core  of 
full-time  workers.   Then,   depending  on  workload,  you  obtain 
additional  temporary  workers  from  Olsten  only  when  you  need 
them.  As  a  result,  your  company  is  always  at  its  leanest,  yet 
ready  for  anything.   Because  you're  never  understaffed  or 
overstaffed,  you  eliminate  the  enormous  expense  of  overtime. 
And  because  Olsten  is  the  employer,  you  save  on  benefits, 
record  keeping,   and  personnel  administration  as  well. 

So   make   Olsten  -your  partner   in 
profitability.  And  gain  from  the  innovative  think- 
ing that  separates  us  from  the  rest.   Find  out 
about  our  Partnership  Program.  You'll  see  that 
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Continental  Can 

Kevin  Costner  built  a  baseball  field  in 
his  Iowa  cornfield  to  lure  former  base- 
ball greats. 

The  analogy  is  a  bit  far-fetched.  It's 
true  that  the  present  Continental  Can 
is  still  only  a  shadow  of  the  old  one, 
whose  sales  reached  $4  billion  in 
1983;  most  of  Continental's  best 
properties  now  belong  to  Philadel- 
phia-based Crown  Cork  &  Seal,  the 
U.S.'  second- largest  food  and  bever- 
age can  maker.  But  Bainton  is  more 
than  a  dreamer  seeking  revenge. 

He  takes  his  ambitions  seriously 
and  expects  to  achieve  them  through 
sheer  efficiency.  He  runs  the  new 
Continental  with  a  tiny  corporate  staff 
of  just  five,  and  for  other  work  relies 
on  a  dozen  consultants. "They  don't 
need  employee  benefits  and  don't 
require  office  space,"  growls  Bainton. 

In  France  Bainton  has  slashed  an 
estimated  $2  million  a  year  in  operat- 
ing costs  at  Ferembal.  "If  the  manag- 
ers can't  run  [their  divisions]  them- 
selves, then  we'll  get  somebody  else." 
Last  year  Bainton  did  just  that — can- 
ning the  longtime  Ferembal  general 
manager  after  he  resisted  attempts  to 
close  down  a  faltering  plant. 

At  the  old  Continental  plastics  unit, 
sales  had  slipped  20%  in  1991,  to 
$200  million.  Bainton  cleaned  house, 
installing  Charles  DiGiovanna — one 
of  his  favored  consultants — to  head 
the  division.  Since  taking  over  early 
this  year,  DiGiovanna  says  he  has 
signed  on  more  new  business  than  the 
old  managers  did  in  four  years. 

Bainton  is  a  martinet  when  it  comes 
to  insisting  on  good  customer  rela- 
tions. But  his  autocratic  style  can  cre- 
ate bad  public  relations.  One  incident 
this  year  cost  Bainton  and  his  share- 
holders dearly,  knocking  Viatech 
stock  from  40  down  to  20.  With  a  24% 
stake,  Bainton  and  his  family  chalked 
up  a  paper  loss  of  $14  million. 

Here's  what  happened:  When 
Bainton  bought  the  plastics  unit  from 
Kicwit,  he  wrote  up  the  new  compa- 
ny's fixed  assets  and  reclassified  some 
intangibles  to  minimize  having  to  am- 
ortize non-tax-deductible  goodwill. 

The  move  backfired.  As  it  turned 
out,  the  reclassified  tangibles  and  in- 
tangibles now  had  to  be  amortized 
over  short  periods  instead  of  over  40 
years,  as  is  the  case  with  goodwill.  The 
bottom  line  was  that  Continental's 
depreciation    and    amortization    in- 
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Continental's  plastics  unit 
Back  in  business. 


creased  on  balance  by  $8  million  a 
year,  or  $1 .68  a  share  after  taxes. 

But  Bainton  never  warned  share- 
holders about  the  increased  writeoffs, 
and  when  fourth-quarter  earnings  fell 
$1  million  short  of  forecasts,  investors 
trashed  the  stock.  "What  can  I  say,  I 
screwed  up,"  he  admits.  "But  I've 
learned  my  lesson." 

The  stock  never  fully  recovered. 
Recent  price:  23%,  down  40%  from 
its  1992  high.  The  latest  problems  are 
more  fundamental.  The  recession  has 
slowed  growth,  and  there's  increased 
competition  in  France,  where  rival 
Crown  will  soon  open  a  new  can 
plant.  In  the  U.S.,  profits  in  the  plas- 
tics unit  are  being  squeezed  by  inter- 
est expense  and  the  sluggish  econo- 
my. Bainton  recendy  conceded  that 
earnings  will  come  in  at  around  95 
cents  a  share  in  fiscal  1992,  versus  the 
expected  $1 .75  a  share. 

Another  potential  problem:  The 
Labor  Department  is  probing  what 
role  former  Continental  Can  execu- 
tives played  in  an  alleged  scheme  to 
cheat  Continental  workers  out  of  cer- 
tain pension  benefits  in  the  mid- 
1970s  and  1980s.  "Good  luck  to 
them,"  snipes  Bainton. "I'm  not  San 
ta  Claus  or  Saint  Peter,  but  I  did 
absolutely  nothing  wrong." 

The  bottom  line:  Even  if  Bainton 
never  succeeds  in  recreating  the  old 
Continental  Can,  he  has  already  built 
a  darned  good  company,  thus  vindi 
eating  both  the  wisdom  of  the  advice 
that  got  him  fired  and  his  undoubted 
managerial  abilities.  ■ 
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Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  your  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 

Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 

goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
330  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  The 
Charles  Schwab  Guide  to  Selecting 
a  Financial  Advisor. 

"Charles  Schwab  &  Co.,  Inc.  does  not  endorse  or 
recommend  any  particular  advisor.  None  of  these  Financial 
Advisors  are  employed  by  Charles  Schwab  &  Co.,  Inc. 

Call  now,  toll-free: 

800-442-5111  ext  310 


Charles  Schwab 


Member  SIPC/New  York  Stock  Exchange,  Inc.       ©  1992  Charles  Schwab  &  Co.,  Inc.       All  Rights  Reserved 
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This  student  of  Japan's  capital  markets  says  the 
country's  efficient  manufacturers  and  prolific  savers  are 
being  pulled  down  by  its  overregulated  financial  system. 


Achilles 
heel 


By  Andrew  Tanzer 

The  Japanese  are  fond  of  saying  they 
have  a  first-rate  economy  and  third- 
rate  politicians.  In  fact,  they  also  have 
a  third-rate  financial  system,  which  is 
doing  a  good  job  of  taking  the  rest  of 
the  economy  down  a  few  pegs.  Dur- 
ing the  1980s  Japan's  financial  houses 
threw  away  tens  of  billions  of  dollars 
in  a  futile  attempt  to  compete  abroad 
in  deregulated,  competitive  capital 
markets.  They've  squandered  billions 
more  at  home.  Yet  reform  of  this 
wasteful  system  is  nowhere  in  sight. 
Why  not?  The  problem  lies  with  the 


system  itself,  says  Eugene  Dattel,  a 
close  student  of  Japan's  financial  mar- 
kets. Over  the  past  decade,  Dattel,  48, 
has  competed  against  or  done  busi- 
ness with  nearly  every  major  Japanese 
financial  institution,  first  while  run- 
ning Salomon  Brothers'  Tokyo  oper- 
ation from  1982  to  1986,  then  as  a 
managing  director  in  Morgan  Stan- 
ley's Tokyo  equity  department  until 
1988.  Since  then  he  has  worked  as  a 
consultant  for  several  Japanese  insti- 
tutions. His  exhaustive  study,  The  Sun 
That  Never  Rose:  Japanese  Financial 


Eugene  Dattel,  an  expert  on  Japan's  financial  institutions 

He's  no  Japan  basher,  but  he  says  they  have  learned  little. 
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Institutions  Abroad  in  the  1980s,  will 
likely  be  published  next  year. 

Dattel  suppresses  a  laugh  when  he 
thinks  of  the  Americans  who  fret  that 
Japan  is  taking  over  the  world. 
They've  never  looked  inside  a  Japa- 
nese bank,  brokerage,  insurance  com- 
pany or  other  financial  house.  If  they 
did,  says  Dattel,  they'd  find  crushing 
bureaucracies  and  extreme  centraliza- 
tion, together  with  lack  of  leadership 
and  accountability.  These  institutions 
have  become  a  burden  on  the  econo- 
my because  they  misallocate  and 
squander  funds  generated  by  manu- 
facturers and  household  savings. 

"The  system  itself  has  become  the 
crippled  appendage  of  the  Japanese 
economy,"  says  Dattel.  "As  in  the 
government,  there's  no  bottom  line, 
no  discipline  or  checks  in  terms  of 
performance." 

Since  1945  the  elite  bureaucrats  at 
Japan's  Ministry  of  Finance  have  con- 
trolled the  country's  financial  houses 
with  a  tight  hand.  Dattel  says 
Finance's  bureaucrats  have  only  a  dim 
understanding  of  how  financial  mar- 
kets function.  They  also  turned  a 
blind  eye  to  market  manipulation  and 
to  compensation  of  favored  clients  for 
losses  and  showed  scant  concern  for 
investor  protection. 

Here's  an  example  of  their  igno- 
rance. In  the  1980s  the  ministry  de- 
cided to  promote  the  Shogun  bond 
market:  foreign-currency-denomi- 
nated bonds  issued  in  Japan  for  for- 
eign borrowers.  The  Shogun  bond 
market  vanished  in  1986  because  the 
bonds  were  overpriced  and  because 
the  Finance  Ministry  neglected  to 
consider  a  secondary  market  and 
liquidity. 

For  decades  Japan's  financial  com- 
panies enjoyed  heaven  on  earth.  The 
Finance  Ministry  tightly  controlled 
entry  into  financial  services;  foreign 
competitors  were  all  but  excluded. 
Meanwhile,  excess  savings  poured  in; 
the  stock  and  real  estate  boom  cov- 
ered up  investment  mistakes. 

Flush  with  cheap  capital,  the  Japa- 
nese institutions  charged  overseas  in 
the  1980s,  snapping  up  assets  and 
buying  banking  businesses.  Econo- 
mists and  politicians  in  America  and 
Furope  quaked  witli  fear  that  Japan's 
financial  institutions  would  use  their 
cheap  capital  to  grab  market  share, 
acquire    technology    and    snuff  out 
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OES  IT  PLAY  THE  NEW  DIGITAL  COMPACT  CASSETTES? 
DOES  IT  PLAY  YOUR  OLD  CASSETTES? 
YES,  irSDCC  FROM  TECHNICS, 


DIGITAL 


IMPACT  CASSETTE 


DCC  means  digital 
compact  cassette.  It's 
a  new  digital  audio 
format  from  Technics, 
captures  the  fidelity  of  digital  audio 
•und  on  a  compact  cassette  tape.  Yet, 
nazingly,  it  also  can  play  all  your  old 
vorite  analog  cassettes.* 
it  has  been  referred  to  as  the  future 
digital  sound.  And  been  hailed  as  the 
ost  significant  audio  development 


since  the  compact  disc. 

It's  DCC  and  Technics  proudly  brings  it 
to  you.  Pop  a  cassette  into  the  Technics 
DCC  deck  and  it  automatically  figures  out 
whether  the  cassette  is  DCC  or  analog. 

DCC  is  being  launched  with  hundreds 
of  pre-recorded  tapes,  featuring  your  fa- 
vorite artists.  And  DCC  is  available  today. 

In  addition  to  spectacular  digital  sound, 
pre-recorded  DCC  tapes  have  a  separate 
track  for  data  such  as  album  title,  song 


titles  and  artist  identification.  The  Technics 
DCC  deck  displays  this  information  so  you 
can  easily  scan  or  skip  through  the  tape. 
The  deck  also  features  auto-reverse  and 
quick  track  access. 

DCC  from  Technics.  Tomorrow's  technol- 
ogy that  doesn't  forget  yesterday's  music. 

'  Plays  back  analog  cassettes  in  analog  format- 

Technics 

The  science  of  sound 


Japanese  financial  institutions 

competitors — just  as  the  Japanese  did 
in  autos  and  consumer  electronics. 

Dattel:  "The  financial  institutions 
were  seen  as  an  integral  part  of  the 
expanding  Japanese  empire,  an  eco- 
nomic juggernaut  that  looked  set  to 
dominate  the  world." 

But  it  turned  out  that  the  analogy 
with  manufacturing  was  false.  The 
manufacturers  had  grown  up  in  a 
fiercely  competitive  domestic  market 
and  had  superior  products  and  service 
to  sell.  "If  you  created  a  bad  Toyota, 
nobody  [in  Japan]  would  buy  it," 
explains  Dattel. 

The  financial  institutions,  by  con- 
trast, were  weaned  in  a  sheltered  mar- 
ket where  poor-quality  financial 
products  were  subsidized  by  Japanese 
individuals  and  manufacturers,  often 
working  through  the  incestuous  keir- 
etsu,  or  cross-shareholding,  system. 
"How  can  a  Mitsubishi  group  com- 
pany fire  Mitsubishi  Trust  &  Banking 
Corp.  as  its  pension  fund  manager, 
even  if  the  results  are  dreadful?"  asks 
Dattel.  "The  result  was  a  bureaucracy 
impervious  to  market  discipline." 

As  they  ventured  outside  their  pro- 
tected home  market  in  the  1980s, 
Japan's  financial  institutions  soon  dis- 
covered that  they  suffered  from  a 
critical  shortage  of  skills  in  areas  such 
as  money  management,  research, 
technology,  risk  analysis  and  mer- 
chant banking.  "All  they  had  was 
money,"  says  Dattel. 

Without  these  skills,  the  Japanese 
lost  billions  of  dollars  overpaying,  as 
investors  or  lenders,  for  trophy  build- 
ings in  U.S.  cities — think  of  DaiTchi 
Mutual  Life's  purchase  of  most  of 
Citicorp  Center  and  Mitsubishi  Es- 
tate's purchase  of  a  controlling  inter- 
est in  Rockefeller  Center.  They  threw 
money  at  the  lbo  and  mortgage - 
backed  security  markets,  at  perpetual 
floating  rate  notes,  at  overpriced 
closed-end  country  funds.  Dattel: 
"They  were  unable  to  distinguish  val- 
ue or  understand  risk." 

Several  Japanese  firms  tried  to  buy 
the  skills  they  lacked.  Among  Japan's 
many  wasted  financial  investments, 
Dattel  catalogs  Nippon  Life's  13%, 
$500  million  stake  in  Shearson  Leh- 
man; Nomura's  $100  million  pur- 
chase of  a  20%  stake  in  Wasserstein, 
Perella;  and  Fuji  Bank's  perpetually 
growing  outlay  in  the  bottomless  pit 
of  Heller  Financial. 
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Dattel  believes  none  of  these  in- 
vestments helped  the  Japanese  be- 
cause the  homogeneous  Japanese  are 
unable  to  assimilate  foreigners  in  any 
of  their  commercial  undertakings. 
They  were,  he  says,  driven  by  a  zeal  for 
publicity  and  were  classic  examples  of 
Japanese  emphasis  on  form  over  sub- 
stance. Most  of  the  Japanese  institu- 
tions focused  on  doing  business  only 
with  large,  brand-name  foreign 
companies. 

"No  Japanese  loan  officer  would 
get  fired  for  lending  to  an  Olympia  & 
York  or  Federated  Department 
Stores,"  says  Dattel.  "But  you 
couldn't  get  them  interested  in  an 
attractive  medium-size  U.S.  company 


Tokyo's  stock  exchange 

Its  collapse  indicates  a  flawed  system. 


that  was  going  to  do  very  well,  be- 
cause it  didn't  fit  into  their  system. 
Nobody  would  be  rewarded  if  things 
went  right,  but  people  would  be  pun- 
ished if  things  went  wrong. 

"The  financial  houses,"  he  adds, 
"took  enormous  risks,  often  without 
the  slightest  understanding  of  either 
credit  or  market  exposure.  Because  of 
their  size  and  because  they  move  en 
masse,  they  distorted  prices  in  virtual- 
ly every  market  into  which  they  lum- 
bered." When  the  Japanese  stopped 
buying,  the  premiums  collapsed. 
"Japanese  investors  lost  extraordinary 
amounts  of  money." 

Who  won?  Americans  and  Europe- 
ans in  general,  some  of  Wall  Street  in 
particular.  "The  Japanese  enriched 
some  American  financial  intermediar- 
ies and  American  principals,"  says 
Dattel.  American  investment  banks — 


Salomon  Brothers  and  Morgan  Stan- 
ley especially — also  made  a  killing  in 
Japan.  Last  year  alone  Salomon  re- 
ported nearly  $200  million  of  profits 
in  Japan.  It  earned  these  huge  profits 
in  bond  futures,  equity  options  and 
other  products  cooked  up  on  Wall 
Street  by  specialists  who  spotted  the 
arbitrage  opportunities  created  by  Ja- 
pan's overregulated,  inefficient  capi- 
tal markets. 

Why  haven't  the  Japanese  been  as  i 
innovative  with  financial  products  as 
they  have  been  with  cars  and  consum- 
er electronics?  Dattel  notes  that  the 
Japanese  financial  houses  disdain  fi- 
nancial specialists.  Instead,  they  ro- 
tate generalists  in  and  out  of  jobs  that 
are  highly  specialized  in  the  West. 

"The  rotation  system  nullifies  the 
accumulation  of  skills  and  knowledge 
and  encourages  a  short-term  orienta- 
tion," Dattel  maintains.  "You  can't 
have  a  generalist  in  derivatives  or  M&A 
or  portfolio  management  for  two 
years  and  then  rotate  him." 

Constant  rotation  also  dilutes  ac- 
countability. When  the  roof  falls  in 
the  culprit  has  already  been  trans- 
ferred. "Nobody  runs  these  compan- 
ies," he  says.  "They  react  to  events." 

In  the  face  of  the  collapse  in  Japan's 
stock  and  real  estate  markets,  Japa- 
nese banks  have  over  $250  billion  in 
nonperforming  loans  and  are  under 
pressure  to  raise  their  capital  ratios. 
Many  of  Japan's  financial  houses  are 
temporarily  retreating  from  overseas  i 
markets,     and     even     downsizing, 
though  Dattel  notes  that  they  still  ' 
have  powerful  and  lucrative  domestic  • 
franchises. 

If  all  this  tempts  you  to  gloat, 
don't.  Japan's  financial  problems  are 
acting  as  a  major  drag  on  Japan's — 
and  the  world's — economy.  Dattel 
says  nothing  will  change  fundamen- 
tally as  long  as  the  Japanese  keep 
blaming  the  "bubble  economy"  arid 
foreign  investment  bankers  for  their 
problems.  He  fears  the  institutions 
have  learned  little  from  their  mistakes, 
and  won't  be  whipped  into  shape  by 
the  bureaucrats  at  the  Ministry  of 
Finance,  nor  by  the  Japanese  public 
with,  in  Dattel's  words,  its  "infinite 
capacity  for  self-sacrifice." 

That's  frightening.  When  the 
world's  second-largest  economy 
shoots  itself  in  the  foot,  everybody 
suffers  powder  burns.  ■ 
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18  K  Gold  and  Stainless  Steel. 

Bezel  and  dials  set  with  genuine  diamonds. 

■  Mother  of  pearl  dials. 

■  Sapphire  crystal. 
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■  Automatic  movement. 
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Better  a  second-class  fireman 
than  a  first-class  arsonist. 
That's  the  case  for  George  Bush. 

The  lesser  evil 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Presidential  elections  are  not 
popularity  contests.  If  they  were,  the 
White  House  might  be  left  vacant  for 
the  next  four  years. 

If  the  issue  were  whether  Bill  Clin- 
ton or  George  Bush  deserves  the  job, 
we  might  well  find  that  too  close  to 
call,  and  just  not  bother  going  to  the 
voting  booth  this  time  around.  But 
the  issues  hanging  in  the  balance  are 
as  enormous  as  the  candidates  are 
uninspiring. 

A  struggle  much  larger  than  either 
of  the  candidates  is  going  on  to  deter- 
mine how  much  of  the  rights  of  ordi- 
nary Americans  to  live  their  own  lives, 
and  to  shape  the  values  of  their  society 
through  the  democratic  process,  will 
survive  the  onslaughts  of  elites  who 
want  to  control  not  only  the  economy 
but  also  social  mores  and  even  the 
minds  of  children. 

Governor  Clinton  has  clearly  cast 
his  lot  with  these  elites.  His  economic 
adviser,  Professor  Robert  Reich  of 
Harvard's  Kennedy  School,  has  for 
years  been  advocating  greater  politi- 
cal control  of  the  economy.  So  has 
Derek  Shearer,  who  has  practiced 
what  he  preached  in  California,  when 
Tom  Hay  den*  and  company  took  over 
the  local  government  of  what  became 
known  as  "the  People's  Republic  of 
Santa  Monica." 

Bill  Clinton's  grandiose  plans  to 


force  businesses  to  pay  for  health 
insurance  and  family  leave  show  that 
he  is  heading  in  the  very  direction 
that  Reich,  Shearer,  etc.  are  facing. 
Governor  Clinton  also  wants  to  force 
the  automobile  industry  to  meet  new 
arbitrary  mileage  standards,  even 
while  economic  pressures  are  forcing 
the  industry  to  lay  off  tens  of  thou- 
sands of  workers  and  to  close  plants 
permanently. 

Amputating  the  functions  of 
the  family  and  turning  them  over 
to  government  agencies  has  long 
been  another  essential  part  of  the 
elite  vision. 

In  most  of  the  United  States  today, 
families  no  longer  have  a  right  to 
decide  for  themselves  when  or  how 
their  children  shall  be  introduced  to 
information  about  sex.  Government 
has  preempted  that  right  in  the  name 
of  "sex  education"  in  the  public 
schools.  Governor  Clinton  took  cred- 
it for  having  introduced  such  pro- 
grams into  the  Arkansas  schools. 

Governor  Clinton's  wife  Hillary 
has  been  a  leader  in  an  activist  group 
seeking  legal  authority  to  intervene 
in  the  family  itself — not  to  rescue 
abused  children,  for  which  there  are 
already  laws  and  police,  but  to  get  a 
legal  foothold  as  "children's  advo- 
cates," so  that  parents  will  no  long- 
er be  able  to  make  decisions  about 
their  children  "unilaterally,"  as 
Mrs.  Clinton  put  it. 

Those  with  this  viewpoint  try  to 
deflect  the  "family  values"  issue  by 
offering  such  goodies  as  the  family 
leave  plan.  They  are  glad  to  offer  the 
family  government  largesse  in  ex- 
change for  taking  over  their  deci- 
sion making,  as  they  have  done  with 
other  groups. 

Hillary  Clinton's  active  role  in 
Arkansas  government  may  well  be  a 
foretaste  of  her  role  as  an  activist 
First  Lady  in  Washington.  Yet  any 
scrutiny  of  her  political  ideas  or 


political  actions  is  treated  by  many 
in  the  media  as  an  intrusion  into  her 
purely  private  life. 

Vice  Presidential  Candidate  Al 
Gore  is  more  of  the  same.  He  holds 
the  dubious  distinction  of  having 
twice  beaten  out  Senator  Ted  Kenne- 
dy for  the  National  Taxpayers  Un- 
ion's title  of  the  biggest  spender 
in  the  Senate. 

The  grandiosity  endemic  to  Wash- 
ington is  carried  to  new  heights  in 
Senator  Gore's  book  Earth  in  the 
Balance,  where  it  is  seriously  pro- 
posed to  phase  out  the  internal  com- 
bustion engine,  among  other  things. 

Nowhere  is  the  notion  of  impos- 
ing elite  nostrums  more  likely  to  do 
more  lasting  damage  to  the  future  of 
this  country  than  in  nominations  to 
the  federal  judiciary,  including  the 
Supreme  Court.  Here  again  Gover- 
nor Clinton  has  clearly  tipped  his 
hand  by  saying  that  Mario  Cuomo 
would  make  a  good  Supreme  Court 
Justice. 

It  would  have  been  impossible  to 
have  picked  a  man  who  more  com- 
pletely embodied  the  failed  liberal 
nostrums  of  the  past  generation  than 
Mario  Cuomo. 

As  governor,  Cuomo  has  ten 
times  vetoed  death  penalty  bills. 
Softness  toward  criminals  is  only 
one  of  the  ways  judges  have  used 
the  court  to  impose  notions  wholly 
rejected  by  voters  but  favored 
by  elites. 

The  courts,  the  economy  and  the 
family  are  all  at  a  crossroads.  Choos- 
ing which  road  to  take  is  what  this 
election  is  all  about,  not  George  Bush 
or  Bill  Clinton. 

The  idea  that  some  people  are 
"booted  and  spurred"  to  ride  the  rest 
of  mankind  is  one  of  the  ugliest  and 
most  dangerous  ideas  of  the  ages.  It 
has  taken  centuries  of  struggle,  pain 
and  bloodshed  to  fight  off  this  notion. 
Today  that  idea  is  staging  a  comeback 
under  socially  pious  rhetoric  about 
"compassion,"  "fairness"  and  a 
"plan"  for  the  economy. 

The  worst  that  can  be  said  against 
President  Bush  is  that  he  has  not 
opposed  such  power- grabbing  and 
tax-grabbing  schemes  as  effectively 
or  as  steadfastly  as  he  could  have. 
But  he  is  like  a  second-class  fireman, 
who  is  still  preferable  to  a  first-class 
arsonist.  H 
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High  debt  and  high  technology  don't  mix  well. 
At  Concurrent  Computer,  the  mixture  almost 
destroyed  a  promising  company. 

Cleanup  man 


By  Seth  Lubove 

"I  LOOKED  A  LOT  YOUNGER  before  I 

got  here,"  sighs  Concurrent  Com- 
puter Corp.'s  chairman,  Denis 
Brown.  With  his  creased  face  and 
thinning  hair,  Brown  does  look  a  bit 
older  than  his  53  years,  but  consider- 
ing what  he's  been  through  the  past 
two  years,  he  looks  to  be  in  pretty 
good  shape. 

"I  came  in  September  1990  and 
before  the  end  of  the  month  we  de- 
faulted on  a  $16  million  principal 
payment    to    our    senior    lenders," 


Brown  recalls.  That  tripped  a  default 
with  Concurrent's  subordinated  debt 
holders.  Uncomfortable  doing  busi- 
ness with  a  company  on  the  brink  of 
insolvency,  customers  were  drifting 
away.  The  stock,  once  at  $5  a  share, 
was  down  to  16  cents  a  share. 

Brown  was  recruited  to  perform  a 
corporate  miracle.  Oceanport,  N.J.- 
based  Concurrent  was  a  company 
with  a  promising  product  line,  but  it 
was  reeling  under  a  heavy  debt  load, 
the  aftereffects  of  a  costly  merger  and 


declining  defense  spending.  In  the 
three  fiscal  years  through  1991  it  had 
lost  $133  million — horrendous 
bleeding  for  a  company  whose  reve- 
nues were  just  $222  million  in  the  last 
fiscal  year  (ended  June  30). 

None  of  this  was  the  fault  of  the 
product  line.  Concurrent  makes  real- 
time superminicomputers — light- 
ning-fast machines  that  crunch  loads 
of  data  coming  from  different 
sources.  Concurrent  machines  tote 
up  bets  for  horse  tracks  and  state 
lotteries,  and  run  space  shuttle  flight 
simulators.  A  Hong  Kong  telephone 
paging  system  depends  on  Concur- 
rent computers.  Other  customers  in- 
clude the  National  Security  Agency, 
Lockheed,  Boeing  and  Toyota. 

Even  Wall  Street  uses  Concurrent 
computers.  "They're  the  heart  of  our 
system,"  says  Michael  Bloomberg, 
chief  executive  officer  of  Bloomberg 
Financial  Markets.  "Every  transac- 
tion, worldwide,  goes  back  to  a  Con- 
current computer  and  gets  executed 


Concurrent's 
Denis  Brown 
"This  Is  not 
Macy's  or  an 
airlino.  Our 
customers  need 
to  know  we'll  be  In 
business  four  or 
five  years  later." 
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Of  Excellence 
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NORTHSTAR  SYSTEM:  32-VALVE,295-HPV8  •  ROAD-SENSING  SUSPENSION  •  TRACTION  CONTROU 


UNTIL  NOW,  SOME  THOUGHT  IMPORTS  WROTE  THE  BOOK  ON  HANDLING. 

:hange 

Introducing  the  Cadillac  Eldorado  Touring  Coupe  with  the  Northstar  System.  At  60  mph,  its  advanced  Road-Sensing 

S  JUST  AROUND 

Suspension  reads  the  contours  of  the  road  one  inch  at  a  time.  This  allows  you  optimal  control  during  spirited 

THE  CORNER. 


cornering,  acceleration  and  braking.  It  lets  you  take 


advantage  of  the  full  performance  capabilities  of  the 


Road-Sensing  Suspension 
measures  wheel  position 
and  body  motion  every 
millisecond. 


295-hp  Northstar  V8.  Refines  the  driver-oriented  comfort  afforded  by  an  interior  larger  than  many  luxury  sedans. 


And  enhances  the  joy  of  driving  in  no  small  measure. 


ELDORADO  TOURING  COUPE. 

CHANGING  THE  WAY  YOU  THINK 
ABOUT  AMERICAN  AUTOMOBILES. 


Buckle  Up  America! 
01992  GM  Corp.  All  Rights  Reserved. 
»■■■»  ELDORADO. CADILLAC. NORTHSTAR. 


IBS  •  SPEED-SENSITIVE  STEERING  •  PLUS  DUAL  AIR  BAGS  PLEASE  CALL  1-800-333-4CAD 


Concurrent  Computer 


and  sent  to  our  users'  terminals." 

Had  it  not  gotten  carried  away  in 
the  merger  mania  of  the  late  1980s, 
Concurrent  probably  could  have  sur- 
vived the  recession  and  the  defense 
cutbacks.  Actually,  the  merger  made 
sense  in  business  terms,  if  not  in  finan- 
cial terms.  Concurrent  specialized  in 
proprietary,  rather  than  open,  sys- 
tems— meaning  that  customers  were 
locked  into  Concurrent  hardware  and 
software.  But  times  were  changing, 


including  $160  million  in  bank  debt 
and  junk  bonds,  taking  on  debt  ser- 
vice costs  of  $20  million  a  year.  Con- 
current's earnings  in  its  best  year  were 
just  $13  million.  "They  assumed  they 
would  keep  growing,  and  if  they'd 
made  that  growth  rate,  the  merger 
would've  worked,"  says  Brown,  a  be- 
spectacled, casually  attired  executive^. 
The  recession  knocked  the  growth 
assumptions  into  a  cocked  hat.  In 
fiscal  1988  Concurrent  was  $8  mil- 


Concurrent  real-time  computer 

Training  troops  with  battle  simulations  and  toting  up  bets  at  the  horse  track. 


and  the  customers  wanted  equipment 
that  would  work  on  open  systems.  So 
Concurrent  approached  Massachu- 
setts Computer  Corp.,  a  smaller 
(1988  sales,  $76  million)  real-time 
computer  maker  known  for  its  Unix- 
based  open  systems  technology.  It 
seemed  a  natural  fit. 

But  as  the  deal  evolved,  it  was 
MassComp  that  bought  Concurrent 
and  assumed  its  name.  In  doing  so 
MassComp  took  on  a  debt  load  that 
was  more  than  twice  its  preacquisition 
sales.  MassComp  paid  $240  million, 


lion  in  the  red.  By  the  end  of  summer 
1990,  when  losses  reached  $42  mil- 
lion, Chief  Executive  lames  Sims  was 
out  and  Brown  was  in. 

Brown  spent  more  than  half  his 
time  reassuring  customers,  yet  Con- 
current lost  even-  more  sales.  "The 
bondholders  viewed  bankruptcy  as 
the  way  out,"  Brown  recalls.  "We  said 
high-tech  firms  don't  survive  bank- 
ruptcy. This  is  not  Macy's  or  an  air- 
line. Our  customers  need  to  know 
we'll  be  in  business  four  or  five  years 
later."  While  trying  to  placate  cus- 


tomers with  one  hand,  Brown  worked 
overtime  trying  to  talk  creditors  out 
of  forcing  him  into  bankruptcy. 

Then  Concurrent's  banks  them- 
selves— Bank  of  New  England, 
among  others — went  under.  Brown 
persuaded  the  regulators  who  took 
them  over  to  extend  the  terms  of 
$53.3  million  in  loans.  Then  he  made 
a  deal  with  bondholders:  Holders  of 
$110  million  of  notes  swapped  them 
for  $55  million  in  12.08%  pay-in-kind 
notes  and  7  million  shares  of  convert- 
ible preferred  stock  equal  to  70%  of 
the  company's  equity. 

Brown  fired  900  employees,  tem- 
porarily cut  r&d  spending  back  to 
10%  of  sales,  and  consolidated  two 
plants  and  the  headquarters  building 
into  one  facility  in  Oceanport,  saving 
$80  million  annually.  The  recapital- 
ization saved  another  $12  million  a 
year  in  interest  costs. 

After  a  big  loss  in  the  first  quarter  of 
fiscal  1992,  Concurrent  moved  into 
the  black  and  has  remained  there — 
though  it  had  a  loss  for  the  full  year. 

Brown  cannot  yet  relax.  Sales  have 
remained  at  only  two-thirds  of  what 
they  were  in  1990.  To  get  the  compa- 
ny growing  again,  Brown  is  targeting 
hospitals  with  a  program  that  tracks 
patients'  medical  history,  diagnosis 
and  treatment  from  admission  until 
release.  And  while  defense  spending 
on  missiles  may  be  shrinking,  there's  a 
lot  of  growth  in  flight  and  battlefield 
simulators.  The  Navy,  for  instance, 
has  developed  a  system  consisting  of 
land,  sea  and  air  simulators  that  re- 
spond to  one  another,  simulating  a 
realistic  batdefield  environment  for 
training,  in  which  Concurrent's  com- 
puters are  used  extensively. 

Denis  Brown  is  an  old  hand  at 
developing  and  selling  this  kind  of 
stuff.  A  former  naval  officer  and  a 
Berkeley  graduate,  he  made  his  mark 
at  itt  championing  an  obscure  tech- 
nology that  became  the  Global  Posi- 
tioning Satellite  System.  This  system 
enabled  troops  to  know  where  they 
were  in  the  trackless  vastness  of  the 
Kuwaiti  desert  during  Desert  Storm. 
Later,  at  Penn  Central  Corp.,  he 
turned  around  several  moneylosing 
units  at  that  troubled  conglomerate. 

"If  I  had  known  the  recapitaliza- 
tion was  going  to  be  so  stressful,"  says 
Brown,  "I  would  have  had  a  different 
opinion  about  coming  here."        M 
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People  or  beans? 


There's  only  one  possible  answer.  Both.  With  traditional  medical 
costs  soaring  20%  a  year,  stemming  the  tide  is  essential. 

But  doing  it  at  the  expense  of  human  needs  is  unacceptable;  it's 
also  counterproductive.  Because  the  fact  is,  it  simply  doesn't  work. 
We've  found  that  controlling  costs  while  mainlining  the  quality 

of  care  aren't  mutually 
irreconcilable  goals,  but 
in  fact  go  hand  in  hand. 

And  when  they  do, 
everyone  stands  to  gain. 
Accordingly,  the  aim 
of  each  and  every 
managed  care  program 
we  offer  is  quality. 

To  that  end,  we  have 
provider  credentialling 
programs,  operate 
utilization  and  quality 
management  programs, 
and  continually  monitor 
patient  satisfaction. 

Recently,  for  example, 
94%  of  the  members 
enrolled  in  our  healthplan  rated  their  physicians  highly.  We  believe 
that  no  company  should  be  forced  to  choose  between  human  needs 
and  financial  needs. 

To  help  you  satisfy  both,  we  have  created  one  of  the  most  extensive 
health  care  networks  in  the  country.  For  literature,  call  CIGNA 
Employee  Benefits  Companies,  1-800-782-0782. 
And  talk  to  the  people  who  really  know  how  to  use  their  bean. 


We  get  paid  for  results! 


CIGNA 


ON  THE  DOCKET 


A  case  involving  the  squishy  stuff  in  the  sole  of  your 
sneakers  will  tell  us  whether  the  Supreme  Court  is 
returning  to  an  old-fashioned  attitude  toward  antitrust. 

Whom  should 
the  law  protect? 


By  David  Frum 

Should  antitrust  law  protect  small 
businesses  from  being  crushed  by 
more  efficient  competitors?  Or 
should  it  protect  consumers  by  letting 
competition  rip? 

For  most  of  the  20th  century,  the 
courts  and  the  federal  Justice  Depart- 
ment have  tried  to  accomplish  both, 
with  often  ludicrous  results.  Until  the 
late  1960s  the  courts  punished  as 
"predatory  pricing"  such  techniques 
as  charging  lower  prices  and  deliver- 
ing better  service. 

The  law  and  economics  movement 


of  the  1970s  destroyed  the  intellectu- 
al credibility  of  the  old  antitrust  law.  It 
ripped  apart  the  logic  of  "predatory 
pricing"  suits  like  the  Justice  Depart- 
ment's prosecution  of  IBM  for  12 
years,  from  1969  to  1981,  for  con- 
stantly cutting  computer  prices,  and 
of  antimerger  cases  like  Brown  Shoe 
Co.  Inc.  and  Von's  Grocery  Co., 
where  mergers  involving  companies 
whose  combined  market  share  was 
less  than  10%  were  blocked.  From 
1981  on,  the  Reagan  Administra- 
tion's antitrust  appointees,  Stanford 


professor  William  Baxter  and  Wash- 
ington attorney  Charles  Rule,  at- 
tacked price -fixing  instead  of  price- 
cutting. 

Last  term,  though,  one  Supreme 
Court  case,  Eastman  Kodak  Co.  v. 
Image  Technical  Services,  Inc.,  gave 
signs  of  a  return  to  the  pre -economic 
dark  ages  of  antitrust.  Independent 
photocopier  service  organizations  al- 
leged that  Kodak  had  refused  to  sell 
them  spare  parts,  thus  preventing 
purchasers  of  Kodak  copiers  from 
signing  service  contracts  with  the  in- 
dependents. Kodak's  defense:  Even  if 
everything  the  service  organizations 
said  were  true,  there  would  be  no 
violation  of  the  antitrust  laws.  Why? 
Competition  in  the  photocopying 
business  is  cutthroat.  If  Kodak's  copi- 
er-plus-service package  were  not  in 
the  customer's  interest,  Xerox,  Min- 
olta and  Canon  would  scoop  up  Ko- 
dak's business. 

The  district  court  accepted  Kodak's 
view  and  summarily  threw  the  case 
out.  But  at  the  Supreme  Court  an 
opinion  written  by  Justice  Blackmun 
gave  the  independent  service  organi- 
zations permission  to  go  ahead  with 
their  suit. 


There's  a  meeting  in  New  York  at  10  and  San  Diego  at  10:30,  plus  they  need  you  in  Atlanta  at  11,  L.A.  at  11:15  so  maybe  you'c 
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Are  we  slipping  back  to  the  bad  old 
days  so  far  as  antitrust  is  concerned, 
back  to  the  days  when  the  courts  put 
inefficient  businessmen  ahead  of  con- 
sumers? We'll  soon  find  out.  This  fall, 
in  Spectrum  Sports  v.  McQuillan,  the 
issue  will  be  tested  again. 

The  case  involves  a  squishy  plastic 
called  sorbothane,  a  shock  absorber 
used  in  the  insoles  of  expensive  sneak- 
ers. Shirley  McQuillan,  a  California 
horse  trainer,  approached  Hamilton - 
Kent  Manufacturing  Co.,  the  compa- 
ny that  held  the  U.S.  rights  to  sor- 
bothane, and  in  1981  negotiated  the 
right  to  distribute  the  stuff  in  the 
southwestern  U.S.  Within  a  year 
Hamilton- Kent  told  her  that  if  she 
wanted  to  retain  the  right  to  distrib- 
ute horseshoe  pads — the  product  she 
had  helped  to  invent — she  would 
have  to  surrender  the  athletic  shoe 
portion  of  her  franchise  to  Spectrum 
Sports,  which  happened  to  be  part- 
owned  by  the  son  of  Hamilton- Kent's 
president. 

McQuillan  refused.  Her  sorbo- 
thane supply  was  cut  off. 

McQuillan's  lawsuit  alleged  that 
Hamilton-Kent  was  unhappy  with  her 
because  she  did  not  help  it  fight  price 


discounting.  A  federal  jury  in  Califor- 
nia agreed  with  her  and  convicted 
Spectrum  Sports  of  four  offenses,  in- 
cluding the  tort  of  interfering  with 
prospective  business  advantage.  It 
also  convicted  Spectrum  of  violating 
Section  2  of  the  Sherman  Antitrust 
Act,  which  makes  it  a  felony  to  "mo- 
nopolize, or  attempt  to  monopolize, 
or  combine  and  conspire ...  to 
monopolize." 

Here's  why  the  case  is  significant: 
However  rough  Spectrum's  conduct 
may  have  been,  in  almost  all  of  the 
U.S.  it  could  not  have  been  convicted 
of  attempting  to  monopolize  without 
McQuillan's  proving  that  Spectrum 
had  significant  power  over  the  market 


for  athletic  shoe  insoles,  whether 
made  from  sorbothane  or  a  close  sub- 
stitute. But  in  the  Ninth  Circuit, 
which  includes  California,  Oregon 
and  Washington,  a  special  antitrust 
rule  has  been  in  effect  since  1964.  The 
rule,  based  on  the  Ninth  Circuit's 
decision  in  Lessig  v.  Tidewater  Oil 
Co.,  says  that  if  the  defendant's  con- 
duct is  nasty  enough,  the  plaintiff 
does  not  have  to  offer  proof  that  his 
attempt  at  monopolization  is  in  fact 
likely  to  succeed. 

Everywhere  else  in  America,  the 
courts  take  a  more  robust  view,  one 
expressed  by,  for  instance,  a  1986 
opinion  of  the  Chicago -based  Sev- 
enth Circuit  Court  of  Appeals,  com- 
posed of  such  law  and  economics 
luminaries  as  Richard  Posner  and 
Frank  Easterbrook:  "Competition  is  a 
ruthless  process,"  the  court  said. 
"The  deeper  the  injury  to  rivals,  the 
greater  the  potential  benefit  [to 
consumers]." 

If  the  Seventh  Circuit's  view  is  still 
good  law,  then  the  Supreme  Court 
should  use  the  McQuillan  case  as  an 
oppportunity  to  overturn  the  Lessig 
rule.  If  it  doesn't,  be  warned:  In  anti- 
trust, it's  a  backward  ho.  MM 


ter  call  1-800-446-8820  and  find  out  about  Hitachi's  VideoConferencing  System  before  you're  pulled  in  yet  another  direction 


Each  unit,  less  than  $15,000.  Includes  VideoConferencing  System,  camera,  built-in 
international  standards,  fax/PC  interface.  Network  connections  and  other  extras,  are  extra. 
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As  the  creators  of  the  wildly  successful  Giorgio 
perfume,  Fred  and  Gale  Hayman  made  a  great 
husband-and-wife  team.  Then  came  divorce. 

Two  halves 
of  a  whole 


By  Zina  Moukheiber 


Gale  Hayman,  owner  of  Gale  Hayman  Beverly  Hills 
Can  she  duplicate  her  earlier  success? 


Husband-and-wife  teams  often 
make  great  business  partners.  But 
what  happens  if  the  couple  divorces? 

Fred  and  Gale  Hayman  were  once 
the  trendy  taste  arbiters  of  the  Beverly 
Hills  glamour  set.  Barbra  Streisand, 
Linda  Evans  and  Nancy  Reagan, 
among  others,  used  to  flock  to  the 
Haymans'  Rodeo  Drive  fashion  bou- 
tique, Giorgio.  Fred,  Swiss-born  and 
a  former  hotelier,  played  genial  host  at 
Giorgio,  even  mixing  drinks  for  cus- 
tomers at  a  bar  he'd  set  up  in  the  store. 
Gale,  a  former  ballet  dancer,  outfitted 
customers. 

Their  success  culminated  in  the 
1981  introduction  of  Giorgio  Beverly 
Hills,  the  heady  perfume  that  Gale 
created  and  Fred  relentlessly  promot- 
ed with  scented  magazine  inserts. 
Suddenly,  everyone  had  to  wear  Gior- 
gio. So  many,  in  fact,  that  some  New 
York  restaurants  even  banned  people 
who  wore  it — creating  priceless  pub- 
licity for  the  brand. 

After  their  1983  divorce,  the  Hay- 
mans  announced  that  they  would 
continue  working  together.  But  the 
relationship  turned  nasty.  Fred,  who 
held  the  controlling  vote,  ousted  Gale 
from  management  and  barred  her 
from  Giorgio's  offices.  Gale  retaliat- 
ed. Signing  up  former  Salomon 
Brothers  chief  John  Gutfreund  and 
M&A  lawyer  Martin  Lipton  as  advisers, 
she  forced  the  sale  of  Giorgio  to  Avon 
in  1987  for  $165  million.  Fred  and 
Gale  each  pocketed  $82  million,  but 
the  business  was  gone. 

Five  years  later  they  still  feel  strong- 
ly about  the  breakup.  "Fred  was  upset 
when  I  left  the  marriage,  and  he 
didn't  want  to  work  with  me  any- 
more," says  Gale  Hayman,  from  her 
high-rise  New  York  office.  "That's 
point-blank  bullshit,"  retorts  Fred, 
3,000  miles  away  in  Beverly  Hills.  "It 
was  primarily  ego  and  power." 

Thus  well-heeled,  Fred,  now  67, 
and  Gale,  a  fortysomething  who  re- 
fuses to  give  her  exact  age,  set  out  to 
build  new  lives — and  new  companies. 
But  it  wasn't  easy.  Gale  and  Fred  had 
complemented  each  other  well.  She 
was  the  creative  force  while  he  had  the 
marketing  flair. 

Gale  launched  her  cosmetics  com- 
pany, Gale  Hayman  Beverly  Hills,  in 
the  living  room  of  her  Beverly  Hills 
home.  She  found  she  missed  her  ex 
husband's  nose  for  numbers.  "My 
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S  YOUR  JOB  not  to  screw 
this  up  or  make  any  mistakes  or 
drop  the  ball  or  blow  the  game. 
Get  it  there  faster  and  quicker  and 
more  reliably  and  more  efficiently. 
Do  it  right,  first-rate,  top-notch, 
without  a  hitch  and  absolutely 
flawlessly.  Botch  this  one  and  you 
are  out  of  here,  history,  finished, 
terminated,  toast,  lunch,  gonzo, 
dead,  kaput.  And  one  more  thing. 
Do  it  for 
than  you've  done  it  before!" 


When  the  pressure  is  on  to  do  it  right.  And  do  it  ■BR^""^~ '"TPP^'I  Pac'ka§e  tracking  system  in  the  business,  a  money- 

for  less.  Do  it  with  FedEx  Standard  Overnight1  W^S^J^^S^jJ\^^  back  guarantee  and  on-call  pickup  at  no  extra 

Seniee.  .Ml  the  reliability  of  Federal  Express,  but  ^^^llgmkzflf'  charge.  Call  us  at  800-238-5355.  It's  everything 

for  less  money,  because  your  package  arrives  \^%2P'**^^  you  like  about  our  10:30  AM  FedEx  Priority 

by  3  PM  the  next  day?  As  always  you  get  the  best  1        I  Overnight"1  Service.  Just  a  little  later  in  the  day. 

Our  Most  Important  Package  Is  Yours:m 

I < >:.}()  AM  and  3:00  I'M  delivery  in  AA  areas.  Consult  our  Service  Guide  for  details  and  restrictions  of  our  money-back  guarantee.  ©1992  Federal  Express  Corporation 


Now  you  can  have  complete  weather 
information  literally  at  your  fingertips  with  the 
Weather  Monitor  II.  Sophisticated  in  design, 
yet  easy  to  operate,  it's  as  miraculous  as  the 
weather  itself. 


FEATURES  INCLUDE: 

•Inside  &  Outside  Temps 

•Wind  Speed  &  Direction 

•  Inside  Humidity 

•Time  &  Date 

•Barometer 

•Wind  Chill 

•Alarms 


•Highs  &  Lows 

•  Instant  Metric 

Conversions 
•Outside  Humidity 

&  Dew  Point  Option 
•Rainfall  Option 

Optional  PC 

Interface 


Weather 


The  Professional 
Home  Weather  Station 

Order today:1 -800-678-3669  •  FB623X 

M  -  F  7  a.m.  to  5:30  p.m.  Pacific  Time  •  FAX  1-510-670-0589 
MC  and  VISA  •  One-year  warranty  •  30-day  money-back  guarantee 

Davis  I^strl mems  3465 dwblo ave., hayward, ca 94545 
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10W  World* 


Now  Printed  in  New  York 


i  Baker  Affirm*  Ja» 
•\.  I  inalPulloutl 
To  Avert  a  War  in 


If  you  like  the  Trib 

when  you're 

travelling,  why  not 

get  it  at  home? 

Now  the  International  Herald 
Tribune  offers  same  day 
delivery  in  many  U.S.  cities. 

For  your  daily  international 
briefing  -  with  features  on 
travel,  fashion,  global 
investing  and  much,  much 
more,  call  us  toll  free: 

1-800-882-2884 


Fred  Hayman  in  front  of  his  store  on  Rodeo  Drive 
No  longer  Mr.  Giorgio. 


former  husband  took  care  of  the  busi- 
ness. Suddenly,  I  had  the  financial 
decisions  as  well."  Gale  went  out  and 
hired  a  ucla  accounting  professor, 
who  taught  her  how  to  read  a  profit 
and  loss  statement. 

It  took  a  few  stumbles — and  three 
chief  financial  officers — before  she  fi- 
nally learned  what  cost-effective 
meant.  She  scrapped  her  first  effort,  a 
mail-order  cosmetics  catalog,  because 
it  was  too  cosdy  to  produce.  She  also 
moved  to  New  York,  because,  aside 
from  her  marriage  to  a  Harvard  pro- 
fessor, that's  where  the  chemists,  per- 
fumers and  buyers  are. 

And  no  more  mixing  of  business 
and  marriage  for  her.  Gale's  new  hus- 
band is  a  molecular  biologist.  "The 
chances  of  our  going  into  business 
together  are  totally  zero,"  she  says, 
grinning.  With  the  help  of  President 
Gary  Savage — who  had  launched  the 
Diane  Von  Furstenbcrg,  Lancaster 
and  Hermes  fragrances  at  Beecham — 
Gale  has  brought  out  a  skin -care  line, 
makeup  and  a  perfume  called  Beverly 
Hills.  Last  year  the  company  generat- 


ed an  estimated  $10  million  in  whole- 
sale revenues,  including  $3  million  in 
perfumes.  Gale  says  it's  profitable. 

Fred?  He  kept  the  boutique  at  273 
Rodeo  Drive,  but  he  had  to  replace 
Giorgio's  yellow  and  white  stripes 
with  solid  yellow,  and  put  up  a  new 
name — Fred  Hayman  Beverly  Hills. 
Sales  flattened.  "I  was  like  Mr.  Gior- 
gio, and  all  of  a  sudden  I  had  to 
become  Mr.  Hayman,"  says  Fred. 

Fred's  perfumes  are  selling  nicely — 
an  estimated  $10  million  last  year  in 
600  stores — but  like  Gale's  they  have  1 
a  long  way  to  go  to  match  Giorgio,  J 
which  now  has  some  $100  million  in  i 
perfume  sales  each  year. 

Fred  can't  help  being  a  bit  wistful 
over  what  might  have  been.  "It's  al 
pity,"  he  says,  "you  work  very  hard  I 
and  have  something  that's  very  suc-j 
cessful  and  you  let  it  disintegrate  in 
front  of  your  eyes.  It's  tragic." 

Gale  has  no  regrets.  "I  never  dwell 
on  the  past,  I  wish  him  well."  With 
their  partnership  they  made  one  plus 
one  equal  three.  On  their  own,  theij 
ones  are  just  that — one.  ■ 
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Tb  build  the  country's  best 

educated  work  force,  you 

have  to  start  at  the  beginning. 


If  you  want  to  compete  in  the  2 1  st  public  school  system  in  the  nation  is 

century,  you're  going  to  have  to  also  one  of  the  nation's  best  Mean 

mow  the  language.  And  the  language  SAT  scores  for  Fairfax  County 

won't  always vbe  English.  students  are  75  points  higher  than 

That's  why  the  public  school  system  national  averages.  Nine  out  of  ten 

n  Fairfax  County  offers  language  graduating  seniors  plan  to  go  on  to 

mmersion  programs  in  Japanese,  some  form  of  higher  education.  The 


te  i  Spanish  and  French.  The  goal  is  to 
nake  students  fluent  by  junior  high. 
Vnd  by  adulthood,  more  competi- 
ive  in  world  trade. 
Forward  thinking  programs  like 
ese  are  why  the  tenth  largest 


Thomas  Jefferson  High  School 
for  Science  and  Technology  leads 
the  nation  in  numbers  of  National 
Merit  Semifmalists. 

No  wonder  55%  of  Fairfax 
County  adults  are  college  graduates. 


And  more  than  20,000  are  Ph.D's. 

Want  to  learn  more?  Call  us 
or  send  in  the  coupon.  You're  in  for 
an  education. 

Please  send  me  more  information,  on  locating  my 

business  in  Fairfax  County. 

Name 

Title 

Company 

Address 

City 

Zip 


State 


Phone 


Fairfax  County  Economic  Development  Authority 

8300  Boone  Boulevard,  Suite  450,  Vienna,  Virginia  22182 

Telephone  703-790-0600,  Fax  703-893-1269 
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Fairfax  County,  Virginia.  The  21st  Century  Is  Here. 
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EDITED  DY  JOSHDA  LEUINE 


What  James  Dean  did  for  Levi's  jeans,  Garth  Brooks 
and  the  Nashville  types  are  doing  for  Wranglers. 
Fame  giveth  and  fame  taketh  away. 

Ridin'  high 


By  Tatiana  Pouschine 


George  Strait,  country  western  singer 

Wranglers  are  what  the  folks  in  Nashville  wear. 


Did  Americans  spend  the  1980s 
peeling  off  their  jeans — and  not  put- 
ting them  on  again?  The  figures  sug- 
gest many  did.  From  510  million  pairs 
of  jeans  in  1981,  sales  shrank  to  389 
million  pairs  in  1990  and  385  million 
pairs  last  year.  They're  still  flat.  The 
urban  cowboy  look  simply  faded  out 
of  fashion. 

But  here's  VF  Corp.  ofWyomissing, 
Pa.,  maker  of  Wrangler  and  Lee,  go- 
ing great  guns.  Sales  of  vf  (descen- 
dant of  a  93-year-old  glovemaker 
once  known  as  Vanity  Fair  Mills)  rose 
13%,  to  $3  billion  last  year,  and  in  the 
first  half  of  this  year  increased  by  more 
than  30%  from  the  year  before.  Half 


the  company's  total  business  is  in 
jeans,  which  accounted  for  60%  of  this 
year's  increase. 

For  the  first  eight  months  of  1992 
Wrangler  took  leadership  in  the  jeans 
market,  with  19%,  from  Levi  Strauss, 
with  18%.  A  half-decade  ago  Levi's 
had  23%  and  Wrangler  only  13%. 

Thank  you,  Nashville.  A  craze  for 
country  music  (Forbes,  Mar.  2)  is 
sweeping  the  country,  and  folks  like 
Garth  Brooks,  George  Strait  and  Ran- 
dy Travis  all  wear  Wranglers. 

Mackey  McDonald,  a  vf  group  vice 
president,  took  charge  of  Wrangler  in 
1986,  after  vf  acquired  Wrangler's 
maker,  Blue  Bell.  He  made  a  smart 


move,  one  that  accounts  for  a  good 
part  of  the  current  sales  boom  in 
Wranglers.  McDonald  decided  to 
stop  competing  head-on  against  Levi 
Strauss  for  the  business  of  the  young, 
urban  eastern  trendsetter.  Wrangler 
always  had  a  strong,  authentically 
western  cachet.  McDonald  decided 
to  play  on  that. 

Wranglers  had  been  the  cowboy's 
jeans  since  Wrangler  went  to  some 
top  rodeo  riders  45  years  ago  to  devel- 
op the  perfect  pair  for  them.  Cowboys 
wanted  a  snug  fit  for  a  better  grip  in 
the  saddle,  leg  bottoms  wide  enough 
to  fit  over  boots,  and  pockets  that 
would  comfortably  secure  contents. 
It  took  13  tries  before  Wrangler  got 
the  jeans  right.  Hence  the  famous 
13MWZ — men's  with  zipper — cow- 
boy cut. 

Many  of  the  ads  in  a  four-year-old 
Wrangler  campaign  still  feature  rodeo 
cowboys.  But  McDonald  has 
stretched  the  rugged  cowboy  meta- 
phor to  cover  rugged  sports  figures 
and  other  celebrities.  Wrangler  ads 
over  the  last  two  years  have  pictured 
baseball  pitcher  Nolan  Ryan,  former 
Miss  USA  Gretchen  Polhemus  and 
country  music  singer  George  Strait. 

McDonald  couldn't  ignore  the  dis- 
count market.  Discounters  sold  38% 
of  jeans  last  year.  Specialty  and  depart- 
ment stores  sold  48%,  and  other  out- 
lets and  catalogers  the  rest.  To  keep 
the  3,500  or  so  specialty  retailers  who 
carried  Wranglers  happy,  McDonald 
kept  the  Wranglers  out  of  discounters 
but  gave  them  three  other  brands  to 
sell:  Rusders,  which  retail  for  as  little 
as  $9  a  pair;  Wrangler  American  He- 
ros,  between  $17  and  $20;  and  Tim- 
ber Creek,  a  denim  and  casual  pants 
line  by  Wrangler,  between  $18  and 
$21.  Specialty  and  department  stores 
sell  Wranglers,  which  retail  for  $25  to 
$40  a  pair. 

And  carefully,  so  as  not  to  disturb 
the  image,  vf  has  let  fashion  creep 
into  the  Wrangler  line  and  is  extend- 
ing the  brand  to  other  apparel.  In 
1989  Wrangler  introduced  heavy  cot 
ton  shirts  called  Brush  Poppers,  sell- 
ing anywhere  from  $30  to  $40.  Other 
lines  followed.  Wrangler  asserts  it  has 
become  the  fourth-largest  manufac 
turer  of  woven  shirts  in  the  country. 
Competitors  are   surprised  to  hen 
this.  The  company  has  sped  up  pro 
duction  so  that  it  can  turn  out  a  new 
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Nolan  Ryan  pitching  Wrangler  jeans 

Hoping  to  attract  other  40-something-year-olds. 


shirt  style  in  six  weeks  from  start  to 
finish  instead  of  the  six  months  it  took 
a  few  years  ago. 

In  marked  contrast  to  its  marketing 
of  Wrangler,  vf  made  a  botch  of  it 
with  its  well-known  Lee  brand.  The 


big  mistake  was  trying  to  turn  Lee 
into  mass-market  jeans.  That  cheap- 
ened the  image  and  angered  tradi- 
tional retailers.  Not  all  the  discount- 
ers were  happy,  either.  The  Lee  brand 
was  offered  to  only  some  of  them: 


Target  could  carry  it,  Wal-Mart 
couldn't.  In  the  fourth  quarter  of 
1990  vf  took  an  $11.5  million  re- 
structuring charge  from  the  Lee  divi- 
sion and  wrote  down  $27  million  of 
inventories. 

Now  McDonald  has  been  put  in 
charge  of  Lee,  which  he  is  recasting  as 
a  women's  brand.  To  repair  relations 
with  retailers,  he  is  offering  all  dis- 
counters the  Riders  brand  (minus  the 
Lee  name);  specialty  and  department 
stores  can  keep  Lees. 

Wrangler's  rival  Levi  Strauss  is  not 
sitting  idly  by.  Realizing  that  its  cus- 
tomer base  of  baby  boomers  is  getting 
thicker  in  the  waist  and  rump,  Levi  is 
pushing  its  Dockers,  which  are  casual 
cotton  pleated  slacks.  It  works:  Sales 
of  Dockers,  at  $36  or  so  a  pair,  have 
reached  $1  billion  a  year. 

Yet  country  music  does  give  Wran- 
gler an  entry  to  the  aging  preppy 
market.  Retailer  James  Hudson,  who 
runs  a  store  called  Stagecoach,  in  Des 
Moines,  tells  of  middle-aged  custom- 
ers, penny-loafer  types,  walking  out  of 
his  store  wearing  tight  fitting  Wran- 
glers and  a  pair  of  cowboy  boots,  even 
sometimes  a  wild  western  shirt.      H 


Cowboys  at  an 
Arizona  rodeo 
When  not  riding, 
they  wear 
Wranglers- 
pressed,  starched 
and  creased. 
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htelligence  Defined. 


lax-Tree  Defined  Tunas  are  unit  investment  trusts  that  can  be  a  smart  choice. 
lhese  professionally  selected  portfolios  of  municipal  bonds  are  free  from  federal  taxes 

and  in  many  cases  free  from  state  and  local  taxes  as  well.    You  know  what  you're 

investing  in.    rr  hat  you  can  expect  to  earn.  And  for  how  long.  Ask  your  financial 

professional  for  more  information,   (^all  1-800-S02-2Q26,  ext.  100. 
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ree  prospectus  containing  more  complete  information  on  any  Defined  Funi  including  all  charges  and  expenses,  is  available.  Read  the  prospectus  carefully  before  investing. 


At  a  time  when  casual  shoes  and  work  boots  are  in 
vogue,  Wolverine  World  Wide,  Inc.— the  Hush  Puppies 
company— is  on  the  verge  of  coming  into  its  own. 

The  dog  that 
survived 


By  Rita  Koselka 

Among  U.S.  industries,  few  have 
been  hit  harder  by  foreign  competi- 
tion than  shoemaking.  With  the  end 
of  import  quotas  in  1981,  shoes  from 
China  and  Latin  America  flooded  the 
market.  Imports  now  account  for  86% 
of  U.S.  sales,  up  from  50%  in  1980. 
During  the  1980s,  half  of  the  U.S. 


shoemakers  went  out  of  business. 

Among  the  survivors  is  Rockford, 
Mich. -based  Wolverine  World  Wide, 
Inc.  Wolverine's  brands  include  Hush 
Puppies,  Wolverine  work  and  out- 
door boots,  and  Bates  uniform  shoes. 
Rounding  out  the  business  are  a 
leather  slipper  operation,  shoe  retail- 


ing (Little  Red  Shoe  House  and  Hush 
Puppies  Factory  Direct  stores)  and 
pigskin  tanning.  Analysts  expect  the 
company  to  be  profitable  in  the  sec- 
ond half  of  this  year. 

Wolverine  pulled  through  the 
1980s  only  by  the  skin  of  its  corporate 
teeth.  To  compete  with  the  flood  of 
imported  shoes,  Wolverine's  chief  ex- 
ecutive, Thomas  Gleason,  expanded 
furiously  in  the  early  1980s.  He 
moved  some  of  Wolverine's  produc- 
tion overseas,  and  built  up  a  licensing 
program  that  now  serves  more  than 
60  countries,  from  Australia  to  Ar- 
gentina. He  opened  more  retail  shops 
under  the  Little  Red  Shoe  House 
logo.  He  bought  Brooks,  an  athletic 
shoe  company,  and  Kaepa,  a  maker  of 
shoes  for  cheerleaders. 

Gleason's  strategy  made  sense,  but 
his  execution  left  much  to  be  desired. 
By  moving  boldly  into  areas  in  which 
he  had  little  expertise,  Gleason  spread 
the  company's  managerial  resources 


Wolverine 
President 
Geoffrey  Bloom    . 
and  retiring  chief  • 
Thomas  Gleason 
(right) 

After  cleaning  up 
the  management 
mistakes  of  the 
1980s,  is  it  time 
to  wipe  the 
mournful  look 
from  the  Hush 
Puppy's  face? 
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ecurity  Defined. 


Defined  Jlunds  are  unit  investment  trusts  that  can  help  define  security. 

especially  if  your  definition  includes  having  income  plus  peace  of  mind. 

Consider  our  Defined  Corporate  Income  .bunds,  Insured  iSeries.   Ihese 

JxJLJL~rated  l!unds  offer  attractive  monthly  income  and  the  protection  of  credit 

insurance,   limely  payments  of  interest  and  principal  on  the  underlying  securities 

in  the  £und  are  guaranteed  by  independent  insurance  companies.  Ask  your 

financial  professional  about  Defined  xunds.   Call  i~ 800 S02- 2020,  ext.  101. 

Merrill  Lynch  
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more  complete  information,  including  all  charges  and  expenses,  request  a  free  prospectus.  Read  it  carefully  before  investing.  *The  investment  is  still  subject  to  market  risk.  The  terms  of  insurance  are 
cibed  in  the  prospectus.  No  representation  is  made  as  to  the  insurer's  ability  to  meet  its  commitments.  The  rating  results  from  insurance  which  guarantees  payments-not  market  value,  which  fluctuates. 


Wolverine 


too  thin.  By  the  mid-1980s  sales  had 
flattened,  and  by  1986  the  company 
was  losing  money.  The  Hush  Puppies 
company  had  become  a  dog. 

Gleason  reexamined  his  strategy. 
To  reduce  Wolverine's  production 
costs  further,  he  increased  worldwide 
sourcing.  He  hired  designers  to  up- 
grade its  men's  shoe  line.  Wolverine 
invested  in  a  research  lab  at  Michigan 
State  University — to  develop  techno- 
logically advanced  products  for  its 
Hush  Puppies,  work  boot  and  athletic 
lines — and  in  a  design  office  in  Milan 
to  track  and  develop  new  fashions. 

Wolverine's  fortunes  began  to 
turn,  but  the  upturn  has 
been  obscured  the  last  few 
years  as  past  mistakes  began 
catching  up  with  the  com- 
pany. For  example,  there 
were  quality  problems  with 
the  manufacturing  of  a  new 
gel  insert,  called  Hydro- 
Flow,  for  Brooks'  running 
shoes.  The  promising  tech- 
nology had  not  been  thor- 
oughly tested  before  it  was 
introduced.  It  turned  out 
that  the  gait  of  around  20% 
of  runners  stressed  a  seam 
in  the  gel  pouch  inside  the 
heel,  rupturing  it  over  time. 
The  cost:  a  one-year  delay 
and  $5  million. 

Last  year's  problem  was 
faulty  sales  forecasting  and  inventory 
problems  with  Brooks  Europe,  a  part- 
nership between  Wolverine  and  its 
Canadian  licensee.  That  will  knock 
$6.5  million  off  1992's  bottom  line. 

Gleason's  most  embarrassing  mis- 
take involved  pigskin.  Wolverine  tans 
and  sells  pigskin  to  manufacturers  of 
shoes,  apparel  and  upholstery  at  a 
handsome  profit.  In  1980  Gleason 
entered  into  a  venture  with  a  Texas - 
based  shady  cowhide  and  pigskin  bro- 
ker named  Fred  Goldston.  Goldston 
was  to  locate  larger  pigs  with  bigger 
hides  than  Wolverine  can  get  from  the 
slaughterhouses.  But  in  1989  a  Boise, 
Idaho  company  charged  that  Gold- 
ston— and  by  association  his  partner, 
Wolverine — had  stolen  high-quality 
cowhides  and  replaced  them  with  in- 
ferior cowhides.  Last  January  a  Texas 
jury  agreed. 

Faced  with  a  potential  liability  of 
$60  million,  Wolverine  settled  the 
case  for  $8.5  million.  That  turned  the 
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company's  1991  results  from  an  al- 
most respectable  $9.4  million  profit, 
$1.43  per  share,  to  a  meager  $3.3 
million,  on  sales  of  $314  million. 

"Texas  juries,"  fumes  Gleason, 
who  denies  that  Wolverine  did  any- 
thing wrong.  "We  were  just  the  deep 
pockets  around." 

Shrugging  off  the  problems,  Glea- 
son has  continued  to  restructure  the 
company.  In  September  he  an- 
nounced the  sale  of  the  Brooks  athlet- 
ic shoe  division  to  Rokke  Group,  a 
Norwegian  sporting  goods  company. 
The  sale  will  result  in  a  charge  in  the 
third  quarter  of  around  $7  million, 
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Wolverine  Wilderness'  much-applauded  advertisement 
Shoes  for  those  without  a  penguin's  padded  feet. 


but  will  relieve  the  company  of  a 
chronic  burden  and  release  around 
$30  million  in  working  capital. 

In  something  of  a  coup,  Gleason 
hired  the  well-regarded  women's 
shoe  designer,  Maggi  Mercado,  in 
August  to  revamp  Hush  Puppies 
Women's  line  of  shoes.  Mercado, 
who  revitalized  the  Pappagallo  line  in 
the  early  1980s  and  had  been  with 
Macy's,  is  expected  to  put  some  fash- 
ion fire  in  the  staid  line.  "Maggi  has 
the  touch  that  we  overweight  mid- 
western  men  don't  have,"  says  Wol- 
verine President  Geoffrey  Bloom. 

Last  year  the  company  introduced 
its  Wolverine  Wilderness  line  of  rug- 
ged-looking casual  shoes  in  Europe. 
The  line  is  the  market  leader  in  Japan, 
outselling  Timberland.  It  is  being  in- 
troduced to  the  U.S.  trade  this  fall  but 
will  not  be  in  stores  until  next  year. 

Wolverine's  other  offshoots  are 
showing  promise,  too.  The  tannery  is 
producing  high-quality,  colored  pig 


suedes,  which  have  been  picked  up  by 
such  premium  and  fashion -conscious 
manufacturers  as  Gucci. 

The  licensing  business  continues  to 
grow,  with  Russian  and  Czechoslova- 
kian  licensees  signed  on  in  the  last 
year.  In  Japan  and  Great  Britain, 
Hush  Puppies  are  considered  a  premi- 
um brand.  From  its  licensees,  Wolver- 
ine receives  between  50  cents  and  $1 
for  each  pair  of  shoes  sold.  Licensing 
added  about  $13  million  in  revenues 
in  1991,  with  little  cost. 

Gleason  is  also  expanding  Wolver- 
ine's private-label  business  with  Wal- 
Mart  and  other  mass  merchandisers. 
With  about  40%  of  its 
production    overseas    and 
with  the  dollar  low,  Wol- 
verine now  is  roughly  cost 
competitive  with  most  im- 
ports. Its  two  main  lines — 
its    casual    Hush    Puppies 
footwear   and   its   rugged 
Wolverine    outdoor   work 
boots — are  at  the  center  of 
footwear  fashion  today. 

Wolverine's  stock,  at  $9  a 
share,  sells  at  just  6  times 
earnings  before  nonrecur- 
ring charges,  and  at  about 
half  Wolverine's    tangible 
book  value.  Peter  Cundill 
&  Associates  Ltd.,  a  Van- 
couver,   B.C. -based    value 
investor  (Forbes,  Mar.  20, 
1989),  values  Wolverine  net  working 
capital,  a  very  conservative  measure, 
at  $12  a  share;  Cundill's  clients  own 
just  over  6%  of  the  company's  7.4 
million  shares. 

Having  steered  Wolverine  success- 
fully through  the  turbulent  1980s, 
Gleason,  now  56,  plans  to  step  aside 
at  the  end  of  this  year.  Although  an 
outside  search  is  being  conducted, 
many  believe  he  will  be  succeeded  by 
Bloom.  Bloom,  51,  is  a  former  execu- 
tive with  Hartmarx  Corp.  and  the 
Florsheim  Shoe  Co.  who  arrived  at 
Wolverine  in  1986. 

Bloom  predicts  a  rosy  future  for 
Wolverine.  "We  invented  comfort  ca- 
suals and  now  we  have  to  capitalize  on 
that,"  says  Bloom.  "There  arc  so 
many  young  people  used  to  high- 
tech,  lightweight,  supcrcomfortable 
athletic  shoes.  They're  not  going  to 
grow  up  and  put  on  high  heeled, 
tight  shoes  or  stiff,  heavy  men's  dress 
shoes."  He's  probably  right.  Bi 
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Defined  Tunas  are  unit  investment  trusts  that  can  help  define  satisfaction. 
-b/specially  if  your  definition  includes  dependability,   lake  a  look  at  what  our 
Defined  Mond  funds  offer.    With  these  funds,  you  can  expect  a  check  every 
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Slip  into  the  driver's  seat. 
Touch  a  switch  and  Ultra's  memory 
seat  recalls  your  preset  position. 
Then  it  automatically  orchestrates 
six  power  positions  for  maximum 
comfort.  Seat  belt  fastened? 
Now,  turn  the  key. 

Prepare  for  takeoff. 

Listen  to  the  confident  hum  of 
Ultra's  supercharged  engine. 
Easy-to-read  analog  gage  needles 
dance  to  the  rhythm.  Shift  the 
electronic  4-speed  transmission  into 
gear  and  ease  out  onto  the  road. 


ensures  that  both  wheels  rotate  at  th( 
same  speed,  giving  you  better  grip. 
Even  in  the  wet.  The  available  Gran 
Touring  suspension  provides  for  evei 
firmer  handling,  which  in  turn  make 
the  road  feel  just  a  little  straighter. 
Standard  anti-lock  brakes  help  make' 
your  stops  surer,  while  a  standard 
driver  air  bag  provides  an  extra 
measure  of  safety. 


rower  on  deman 

Step  on  the  acceler 
and  Ultra's  supercharged 
engine  delivers  205 
horsepower  on  demand 
to  move  you  into 
traffic  with  authority. 
With  a  zero  to  60  time  i 
of  just  7.5  seconds, 
you'll  pass  a  number  of 
expensive  competitors  on 
the  way,  including  Lexus  LS400.' 

One  good  turn. 

Aim  Ultra  into  a  sweeping 
turn  and  the  variable  assist  power 
steering  adjusts  electronically  to  your 
speed  for  pinpoint  control.  The 
available  traction  control  system 
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Quiet  inside. 

When  you're  Ultra  driving, 
fie  road  is  seen,  not  heard.  In  fact, 
iltra  is  quieter  than  cars  that  cost 
ubstantially  more,  including 
incoln  Continental  * 


The  next  step  toward  Ultra 
driving  is  a  test  drive  at  your  Buick 
dealer.  Or  if  you  wish,  call 
1-800-4A-BUICK  now  for  more 
information. 


'Comparison  based  on  1992  models 
and  MSRP. 


©1992  GM  Corp.  All  rights  reserved.  Park  Avenue  is  a 
registered  trademark  of  GM  Corp. 
Buckle  up,  America! 


BUICK* 

The  New  Symbol  For  Quality 
In  America. 
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Frankfurt  would  like  to  become  a  world  financial  center. 
Maybe  . . .  someday. 

Insider, 
auf  deutsch 


By  Richard  C.  Morais 

A  few  months  ago  the  shares  of  asko 
Deutsche  Kaufhaus  A.G.,  a  German 
retailer,  dropped  from  $547  to 
$510 — on  no  news.  The  news  fol- 
lowed. Trading  in  asko  shares  was 
suspended  while  asko's  management 
announced  that  disastrous  results 
were  forcing  them  to  drop  the  divi- 
dend. Shares  recently  traded  at  $318. 

A  bit  of  insider  trading?  Quite  pos- 
sibly. Insider  trading  is  not  illegal  in 
Germany.  Nor  is  there  an  agency 
capable  of  fully  investigating  suspi- 
cious trading  if  it  were. 

These  days  many  Germans  are  a  tad 
touchy  about  their  financial  markets. 
Put  questions  to  a  German  about 
things  like  the  asko  affair  and  you  will 
most  likely  get  an  abrupt  answer.  "It 
was  you  Americans  who  had  Boesky," 
sneers  Hans  Christoph  Ries,  an  ana- 
lyst with  a  leading  market  newsletter, 
Der  Platow  Brief.  "The  impression 
the  foreign  press  is  creating,  that  we 
are  riddled  with  corruption,  is  totally 
false." 

Maybe  there  are  no  Ivan  Boeskys  in 
Germany,  and  maybe  there  are.  "Our 
supervision  system  is  such  that  it  is 
simply  impossible  to  know  what  irreg- 
ularities are  happening  and  where," 
says  Georg  Dreyling,  the  representa- 
tive of  the  economics  ministry  of 
Hesse  who  investigates  trading  com- 
plaints on  the  Frankfurt  Stock 
Exchange. 

In  short,  the  absence  of  scandal 
may  owe  as  much  to  lack  of  supervi- 
sion and  lack  of  publicity  as  to  moral 
purity.  "Until  recently  there  was  an 
attitude  that  we  didn't  really  need 
insider  trading  laws,"  says  Dreyling. 

Hello?  Anyone  there?  Yes,  finally. 
At  long  last  Bonn  is  struggling  to 
promulgate  legislation  that  will  out- 


88 


*%.  v- 


-    rni 


Frankfurt  Stock  Exchange 
Insider  trading  is  not  yet  illegal. 


law  insider  trading  and  establish  an 
SEC-style  agency  with  enforcement 
powers.  But  it  took  a  good  deal  of 
prodding. 

Last  year  three  anonymous  letters 
were  sent  to  the  German  press  alleg- 
ing systematic  trading  abuses  within 
German  banks,  even  at  the  mighty 
Deutsche  Bank.  Last  year  a  newspaper 
published  a  devastating  quote,  alleg- 
edly from  a  senior  banker  insisting  on 
anonymity:  "As  far  as  trading  ethics 
go,  this  is  still  virtually  a  Third  World 
country." 

Frankfurt's  prosecuting  attorney 
moved  quickly  to  investigate  the  indi- 
viduals mentioned  in  the  letters.  It 
found  there  had  been  "no  violations 
of  the  trading  laws" — such  as  they 
are.  But  it  did  find  a  few  cases  of 
chicanery,  such  as  not  reporting  pri- 
vate trades.  Sources  say  the  prosecut- 
ing attorney's  office  is  currently  inves- 
tigating 400  bank  executives  on  tax 
evasion  charges. 
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Two  traders  were  recently  fin 
from  the  Deutsche  Bank.  Dieter 
sele,  a  mild-mannered  Deutsche  Ba 
director,  twists  uncomfortably  in 
seat  when  pressed.  "It  wasn't  insi 
trading,"  says  Eisele  finally.  "T 
were  fired  for  manipulating  equ 
trades  for  their  own  account  at 
bank's  expense." 

It  appears  that  the  two  traders  k 
the  best  daily  trades  for  themsel 
while  passing  the  worst- priced  tra 
on  to  the  bank.  How  could  this  h 
pen?  "There  still  are  bugs  in 
order  documentation  system," 
Dreyling. 

It  is  odd  that  a  nation  famed  for 
sophistication  when  it  comes  to  int 
national  business  could  permit  su 
provincialism  to  persist  for  so  lor 
Foreign  competitors — most  notat 
U.S.  banks — have  not  been  shy  abc 
wooing  international  customers 
reminding  them  about  German 
lack  of  controls.  "The  perception 
had  few  controls  cost  us  trust  a 
business,"  admits  Eisele. 

Bonn,  ordered  by  Brussels  to  m 
ernize  and  alarmed  by  this  loss 
business,  has  finally  seen  the  light  a 
is  working  to  make  up  for  lost  tir 
Insiders    tell    Forbes    that    Bon 
grand  restructuring  of  the  finan 
markets  should  be  announced  a 
day;  the  system  should  be  in  pla 
sometime  in  late  1993. 

To  its  credit,  too,  the  $307  billi 
(assets)  Deutsche  Bank  has  mo\ 
faster     than     its     government, 
strengthened  its  Chinese  walls  by 
structuring  its  board:  Directors 
sponsible  for  security  trading  are  n« 
clearly  separated  from,  say,  those  n. 
ning  mergers  and  acquisitions 
months  ago  DB  also  established  G 
many's  first  U.S.-style  internal  co 
pliance  department.  Some  30  e 
ployees  now  monitor  conflicts  of 
terest;  its  officers  at  each  of  German 
provincial  stock  exchanges  scour  I 
bank's  daily  trades  for  irregularitie 

Even  the  bank's  various  reseai 
units  have  been  incorporated  int< 
self-contained  company  far  from  o 
er  departments.  Why?  There  is  a  p 
sistent  rumor  that  German  banks  ( 
tribute  their  analysts'  reports 
house  before  releasing  them  to 
public. 

"Trust  is  good,"  says  Eisele.  "1 
supervision  is  better." 
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Panasonic  Announces 
\  Real  Breakthrough  On 
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t  i  While  some  researchers  struggle  to  under- 
ond  the  cellular  basis  of  life,  the  engineers  at 
;  masonic  have  made  a  major  breakthrough 
[  z  tgarding  the  cellular  basis  of  speech.  It's  the 
mo  anasonic  V.I.P.  or  Very  Intelligent  Phone. 
J  But  before  you're  dazzled  by  its  brain  power, 
ju'II  be  awed  by  its  size  -  or  more  accurately, 
ck  of  it.  Because  the  V.I.P  is  the  cellular  flip  phone 
at  measures  a  mere  11/16"  thick,  and  weighs 
st  9.4  ounces  with  battery.  Yet  it  offers  55  min- 
les  of  talktime  and  1 1  hours  standby. 
What's  more,  the  V.I.P.  is  an  astounding  para- 
)x:  though  small,  it  has  the  largest  LCD  screen  of 
ly  cellular  phone  -  a  magnificently  legible  4-line 
Gd  splay.  And  you'll  need  it  because  of  all  the  infor- 
mation the  V.I.P.  delivers.  Its  special  memory  fea- 
ires  include  200  Alphanumeric  memories,  last 

r  tljmber  memory,  memory  map,  word  list  and  much 
!tiesj 
j,  iore.  In  short,  the  Panasonic  V.I.P.  is  far  more 

tan  an  incredibly  thin  cellular  phone-it's  a  cellular 

mmunications  tool.  It's  the  phone  that  everyone 

earned  of,  but  no  one. dreamed  possible. 
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Panasonic  (ommwikallom  &  Systems  Company 

ror  your  nearest  dealer,  call  1 -800-441 -PANA. 


The  FAA  Is  Already  Looking  Forward 
To  The  Day  These  Kids  Are  Grown. 


Every  year,  more  people  travel  by  air.  And  every 

< 
year,  our  air  traffic  system  gets  pushed  a  little  harder.  As 

this  trend  continues,  we  need  to  ensure  that  our  future  air 

traffic  system  will  be  able  to  accommodate  tomorrow's 

travellers. 

The  Federal  Aviation  Administration  has  developed 
a  visionary  plan  to  meet  that  challenge— a  plan  for 
"Moving  America  into  the  21st  Century." 

It's  a  vast,  far-reaching  program  that  not  only 
modernizes  the  air  traffic  system  today,  it  also  looks  ahead 
to  the  needs  of  future  system  users.  Our  air  traffic  system 
must  be  more  internationally  compatible,  exploit  new  and 
emerging  technologies,  and  must  improve  the  present 
system— while  in  use. 

And  that's  just  what  the  FAA's  program  does.  Its 
primary  focus,  for  example,  is  to  integrate  weather,  navi- 
gation, landing,  communications  and  surveillance  systems, 
using  global  computer  and  satellite  technology. 

The  FAA  has  a  flight  plan  for  the  future  already  in 
place.  We're  proud  that  Martin  Marietta  can  be  part  of  the 
team  that  will  help  make  it  fly. 
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While  much  of  the  oil  industry  has  turned  cautious, 
Royal  Dutch/Shell  is  moving  ahead  at  full  speed. 

The 

opportunities 
are  enormous 


55 


By  James  R.  Norman 


These  are  tough  times  in  the  oil 

business.  Development  costs  for  new 

fields,  many  offshore,  keep  growing, 

and  worthwhile  new  reserves  are  in- 

• 

creasingly  hard  to  find.  Refinery  costs 
are  rising,  too,  especially  as  a  result  of 
added  environmental  protection,  now! 
required  in  most  parts  of  the  world. 

But  with  prices  soft,  the  industry  j 
can't  easily  pass  these  higher  costs  to  I 
consumers.  r 

These  are  good  times  for  Royal  i 
Dutch/Shell    Group,    which    alone  pr: 
among  the  major  oil  companies  is  ! 
going  for  growth.  i[ 

Not  for  Shell  the  troubles  facing  t 
British  Petroleum.  Former  bp  chief  It;: 
executive  Robert  Horton  bet  that  ris-  J 
ing  energy  prices  would  justify7  sharp ly 


lcreased  investment.  He  lost.  Oil 
:ayed  cheap,  Horton  was  ousted,  bp 

cutting  nearly  10%  of  its  employees 
rid  cut  its  dividend  50%  in  August. 

Not  for  Royal  Dutch/Shell  the  cut- 
acks  at  conservative  Exxon,  where 
oss  Lawrence  Rawl  has  reacted  to 
le  uncertainties  by  sharply  curbing 
sending.  Exxon  has  used  its  surplus 
ash  to  buy  back  stock — rather  than 
)r  growth. 

"Most  people  think  this  is  a  sunset 
ldustry.  I  don't  see  that  at  all,"  says 
ir  Peter  Holmes,  60,  chairman  of  the 
ommittee  of  managing  directors  as 
'ell  as  the  man  who  speaks  for  the 
jnglo- Dutch  group.  "We  are  in  the 
rime  of  life.  The  opportunities  are 
normous." 


Royal  Dutch 
refinery 
in  Singapore 
Shell  is  investing 
heavily  in  the 
fast-growing 
Pacific  Rim. 


In  hot  pursuit  of  these  opportuni- 
ties, earlier  this  year  Royal  Dutch/ 
Shell,  with  $103  billion  in  revenues  in 
1991,  became  the  world's  biggest 
public  oil  company,  overtaking  Ex- 
xon. The  gap  will  widen,  as  Exxon 
pulls  in  its  horns  while  Royal  Dutch 
continues  to  grow.  Analysts  expect 
the  company's  oil  and  gas  production 
to  grow  15%  from  1991  to  1995. 
That  is  on  top  of  a  16%  increase  since 
1988.  Former  oil  giants  Texaco, 
Chevron,  Mobil,  Amoco  and  bp  are 
sliding  far  behind. 

Sir  Peter's  bullishness  is  reflected  in 
the  group's  investment  rate.  It  has 
kept  up  its  massive  capital  spending — 
nearly  $12  billion  last  year — while 
others  have  retrenched.  At  that  rate, 


third  of  its  business — its  $22  billion 
Shell  Oil  and  the  $11  billion  chemi- 
cals business. 

Capital  spending  in  the  oil  business 
is  serious  stuff.  A  planned  new  refinery 
in  Guangdong,  China  will  cost  at  least 
$3  billion.  A  single  deep-water  pro- 
duction platform  in  the  Gulf  of  Mexi- 
co, the  Bullwinkle  project,  which  en- 
tered service  in  July  1989,  cost  half  a 
billion  dollars.  A  coker  to  get  rid  of 
residual  tars  at  Royal  Dutch's  Deer 
Park,  Tex.  refinery  and  other  im- 
provements will  cost  $1  billion. 

To  marshal  its  resources  in  the  face 
of  these  voracious  demands  for  cash, 
Royal  Dutch  is  shedding  things  that 
don't  directly  relate  to  oil.  Hence  the 
recent  sale  of  its  roughly  $800  million 


Sir  Peter  Holmes, 
Royal  Dutch/Shell 
managing  director 
Where  others 
see  risks,  he  sees 
opportunity. 
Now  the  group  is 
world  leader, 
ahead  of  Exxon. 


Royal  Dutch  will  almost  double  its 
petroleum  asset  base  in  five  years. 

Wall  Street  is  impressed.  Morgan 
Stanley  and  other  analysts  forecast 
double-digit  earnings  increases  well 
into  the  1990s.  Next  year  alone  net 
income  for  the  group  should  jump  at 
least  20%,  to  reach  $6  billion — equal 
to  $7.28  per  Royal  Dutch  share — as  a 
turnaround  takes  hold  at  troubled 
Shell  Oil,  its  U.S.  arm.  The  behemoth 
now  trades  at  about  $86. 

Royal  Dutch  has  other  attractions 
as  an  investment.  Its  dividend  (yield- 
ing 4.8%)  is  paid  in  Dutch  guilders,  so 
is  a  dollar  hedge.  And  because  it  is  a 
major  holding  for  Dutch  pension 
funds,  it  is  virtually  uncuttable. 

Royal  Dutch  can  easily  finance 
both  the  dividend  and  its  hot  growth. 
It  has  enough  cash  to  pay  off  its  entire 
$6.7  billion  in  debt — a  minuscule 
11%  of  total  capital  and  by  far  the 
lightest  debt  load  of  any  oil  major. 
Last  year  it  covered  its  entire  $11.5 
billion  in  capital  spending  from  cash 
flow,  despite  break-even  results  for  a 


U.S.  coal  operations  to  Zeigler  Coal. 
Royal  Dutch  has  also  announced 
plans  to  put  parts  of  its  $13  billion 
(assets)  chemicals  business  into  a  joint 
venture  with  Italy's  Montecatini.  It 
sold  most  of  its  Los  Angeles  refinery 
to  Unocal  and  will  joint-venture  half 
of  the  Deer  Park  plant  to  Petroleos 
Mexicanos  (Pemex).  Expectations  are 
that  it  will  also  exit  from  its  Billiton 
bauxite  and  metals  business. 

Although  Royal  Dutch  is  reluctant 
to  talk  about  the  subject,  the  compa- 
ny has,  in  effect,  been  pulling  money 
out  of  its  U.S.  operations  to  finance 
growth  elsewhere.  The  numbers 
speak  for  themselves.  Since  1988  the 
U.S.  share  of  Royal  Dutch  explora- 
tion and  development  spending  has 
fallen  from  about  half  to  a  quarter  of 
last  year's  $4.5  billion.  The  share  of 
marketing  investment  has  also 
shrunk.  And  although  Shell  Oil  has 
barely  broken  even  since  1990,  Royal 
Dutch  has  upped  its  dividend  take 
from  its  U.S.  subsidiary  to  $750  mil- 
lion a  year  from  $700  million  in  1988. 
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Royal  Dutch/Shell 


How  the  oil  majors  stack  up 

Company  Recent         Yield  Sales 

price  ($mil) 


Market       

value      reserve  re- 
($mil)     placement 


■5-year — 
finding 
cost/bbl 


average 
ROE 


Royal  Dutch  Petroleum 

861/4 

4.8% 

$102,697 

$46,571 

185% 

$3.38 

11.5% 

Amoco 

Atlantic  Richfield 

British  Petroleum 

5l1/2 

119 
45V8 

4.3 
4.6 
8.3 

25,325 
18,157 
60,986 

24,755 
18,442 
20,393 

142 
125 
137 

6.01 
4.40 
7.04 

11.2 
21.6 
13.9  ^ 

Chevron 
Exxon 
Mobil 
Texaco 

73V4 

63% 

62 

62 

4.4 
4.6 
5.2 
5.2 

36,461 

102,847 

56,042 

37,271 

25,696 
77,159 
24,595 
16,124 

94 
81 
108 
112 

5.01 
9.31 
3.54 
3.81 

10.6 
15.4 
11.1 
13.9 

Sources:  Company  reports;  Sterling  Consulting  Group, 

Value  Line 

via  Lotus  One  Source 

As  other  companies  retrench,  Royal  Dutch  has  moved  up. 
The  key  is  adding  low-cost  reserves. 


Milking  the  U.S.  operations  began 
in  1988,  which  just  happens  to  be  the 
year  strong-willed  John  Bookout  re- 
tired as  Shell  Oil  chief  executive. 
Bookout  was  the  man  at  the  helm  of 
Shell  when  Royal  Dutch  bought  out 
its  public  minority  holders  in  1985 
(Forbes,  Oct.  6, 1986). 

But  Royal  Dutch  is  only  being  real- 
istic. Increasingly  onerous  and  fre- 
quently ridiculous  U.S.  environmen- 
tal requirements  (Forbes,  July  6) 
make  doing  business  here 
increasingly  less  attractive. 
So  far  as  production  is  con- 
cerned, the  U.S.  has  been 
thoroughly  picked  over; 
many  other  parts  of  the 
world  have  not. 

In  exploring  for  oil 
abroad,  Royal  Dutch  has  a 
clear  advantage.  It  has  just 
about  the  lowest  cost  in  the 
industry  for  finding  and  de- 
veloping new  oil  and  gas 
reserves,  says  Houston  - 
based  Sterling  Consulting 
Group:  $3.38  per  equiva- 
lent barrel  over  the  past  five 
years,  versus  a  $5.10  indus- 
try average.  By  the  compa- 
ny's reckoning,  this  will  be 
a  continuing  advantage  be- 
cause it  expects  opec  to 
hold  oil  prices  down  to  dis- 
courage exploration  in 
non-OPEC  countries. 

Most  of  the  hydrocar- 
bons Royal  Dutch  finds 
these  days  are  natural  gas, 
which  is  clean-burning  but 
hard  to  sell  from  places  like 
Brunei      without     having 


costly  pipelines.  Royal  Dutch  has 
been  a  master  at  liquefying  and  then 
shipping  and  marketing  it  to  Japan — 
often  at  double  the  price  paid  to  U.S. 
gas  producers. 

It  is  the  world  leader  in  liquefied 
natural  gas,  and  Sir  Peter  foresees 
steady  growth.  He  looks  forward  to 
Shell's  new  joint  venture  to  develop 
the  huge  Russian  gas  reserves  off  Sa- 
khalin Island.  This  could  cost  $6  bil- 
lion and  take  seven  or  eight  years  to 


North  Sea  Shell/Esso  Brent  C  platform 

This  costly  business  requires  deep  pockets. 


bring  into  production  but  should 
then  be  highly  profitable. 

Currently  the  world  uses  only 
about  half  as  many  Btus  of  gas  as  ofl 
oil.  And  only  15%  of  that  gas  crosses 
international  borders  (4%  as  lng), 
compared  with  half  of  the  oil  pro- 
duced. "We'll  see  more  gas  volume 
and  more  of  it  crossing  frontiers," 
says  Sir  Peter.  Royal  Dutch  will  be  a 
winner  here. 

Then  there's  a  potentially  exciting 
new  Saudi  connection.  The  oil  indus- 
try has  been  buzzing  about  Saudi 
Arabia's  proposal  to  invest  more  than 
$40  billion  to  increase  crude  produc- 
tion in  anticipation  of  rising  world  oil 
demand.  The  Saudis  are  considering 
taking  partners,  provided  they  bring; 
lots  of  technology.  Sir  Peter  con-] 
firmed  to  Forbes  that  Royal  Dutchl 
has  been  holding  talks  with  the  Saudis 
toward  some  form  of  participation. 

The  payoff  for  Royal  Dutch  could 
be  a  management  contract  paid  out  in 
discounted  crude.  For  all  its  skills  atj 
finding  low-cost  crude,  it  still  buys! 
more  than  two  barrels  of  oil  on  thei 
world  market  for  every  one  it  pumpsi 
itself.  Royal  Dutch  has  never  been  an] 
owner  of  Saudi  oil.  But  id 
has  a  foot  in  the  door,  since 
it  built  a  huge  refinery  and 
petrochemicals  complex  at 
Al  Jubail.  Sir  Peter  speaks 
Arabic,  though  it's  rusty, 
from  his  first  posting  in  Su- 
dan. "We'd  love  to  get  back 
in,"  says  Sir  Peter,  "but  it  is 
difficult." 

Sir  Peter's  weathered  tan 
is  the  mark  of  a  skilled  an4 
enthusiastic  mountaineer. 
Mountaineeripg  meta-j 
phors  come  easily  to  him. 
He  likens  the  oil  business  to 
mountaineering  in  the 
Alps.  "In  good  weather, 
even  the  less  fit  climb  well," 
he  says,  his  mind's  eye  on 
some  distant  remembered 
peak.  "When  rain  turns  tOj 
snow,  good  climbers  keep 
going.  The  mediocre  turn 
back.  The  inexperienced 
have  trouble  surviving  afl 
all." 

It's  snowing  right  now  in 
the  oil  industry,  bul  Royal 
Dutch  clearly  has  no  inten 
tion  of  turning  back. 
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Here's  to  the  richness  of  Red. 
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Richer  in  taste 


Retired  investment  banker  Chuck  Mathewson  was 
having  fun  playing  cards  and  looking  after  his  portfolio. 
Then  one  of  his  investments  got  into  trouble. 

Back  into 

< 

» 

the  breach 


By  Randall  Lane 

A  few  years  ago  Charles  Mathewson 
was  enjoying  the  very  good  life.  A 
former  top  executive  at  Jefferies  & 
Co.,  and  a  major  stockholder  in  the 
firm,  he  had  essentially  retired  at  41 
after  the  company  was  sold  to  Inves- 


tors Diversified  Services  in  1969. 
Nicknamed  "Dropout"  by  John 
Wayne,  he  spent  his  time  playing  the 
stock  market  and  playing  bridge  with 
friends  like  Wayne,  Barron  Hilton  and 
Warren  Buffett.  "I  never  wanted  to 


go  back  to  work  again,"  says  Mathew- 
son, now  64.  "I  had  all  the  money  I 
ever  needed." 

A  piece  of  Mathewson's  money  was 
tied  up  in  a  minority  stake  in  a  little 
company  called  International  Game 
Technology.  Based  in  Reno,  Nev., 
igt  made  slot  machines  and  video 
poker  machines.  A  rising  company  in 
the  early  1980s — igt  was  ranked  58th 
on  our  1982  Best  Small  Companies 
list — by  1985  the  little  company  was 
struggling. 

That  year  igt's  founder,  William 
(Si)  Redd,  called  Mathewson.  Redd, 
then  74,  confessed  he  needed  help 
saving  his  company.  Mathewson, 
then  57,  stepped  in  as  chairman  early 
the  following  year. 

Mathewson  planned  to  spend  a 
year  straightening  up  igt  and  then  get 
back  to  his  card  games.  He  hired  John 
(Bud)  Russell,  an  experienced  busi- 


Charles  Mathew- 
son, International 
Game  Technology 
chairman 
"I  never  wanted 
to  go  back  to  work 
again." 
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'With  generations  of  employees  counting  on  us, 
we  can't  settle  for  mediocrity.  That's  why  our 


pension  managers  hedge  with  CBOT  Treasury 
futures.  Very  stable  results.  Very  positive!' 


Marc  L  Wemer 
Chief  Financial  Officer 
R.D.  Werner  Co.,  Inc. 


venerations  of  Werners  have  built  the  biggest  ladder  company  in  the  world.  But  it's  the  generations  of 
unifies  Werner  .employs  that  make  it  strong.  So  it's  no  wonder  that  Werner  plans  its  pension  fund  for  long 

rm  performance.  That's  why  their  fund  managers  control  portfolio  risk  with  CBOT  Treasury  futures.  Not 
nly  does  this  give  them  superior  results,  but  also  the  benefits  of  ". . .  expediency,  flexibility  and  lower  costs." 
Concludes  Marc  Werner,  "The  difference  we  see  in  our  bottom  line  pension  results  is  quite  substantial." 

Tb  find  out  how  Treasury  futures  can  impact  your  bottom  line,  ^    /^hiro/in  n^j  r\iT  *■  A 

.ill  for  a  copy  of  'Treasury  Futures  for  Institutional  Investors"  at  W    ^"ICagO  BOard  OI  Iraae 

800-THE-CBOT,  ext.  6001,  or  1-312-435-3558,  ext.  6001. 


This  Isnt  ThE  Rber 

OF  TfeLECOMMUMCAHONS. 


Penny  Waters 
Installed 'Repairperson 
Las  Ve%fls,  N\; 


As  a  leader  in  telecommunica- 
ons  and  the  use  of  fiber  optics, 
Centel  has  succeeded  by  not  only 
jscovering  the  power  of  tech- 
dogy,  but  by  remembering  how 


real  communication  happens: 
people  to  people. 
Which  ultimately  means  that 


the  quality  of  your  communica- 
tion depends  on  the  quality  of  the 
people  behind  it.  And  nobody 
in  telephone  or  cellular  makes  that 
connection  better  than  Centel. 


WHERE  PEOPLE  CONNECT 

TELEPHONE- CELLULAR 

©  1991  Centel  Corporation.  For  more  information,  please  write  to  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Chicago,  IL  60631. 


International  Game  Technology 


ness  consultant  (now  igt's  president). 
Mathewson  and  Russell  fired  most  of 
igt's  top  managers,  eliminated  lots  of 
company  perks  (including  94  compa- 
ny-owned cars)  and  offered  new  man- 
agers generous  stock  options  in  lieu 
of cash. 

But  igt's  problems  required  more 
than  just  a  quick  fix.  Under  founder  Si 
Redd,  a  long-time  veteran  of  the  slot 
machine  industry,  the  company  man- 
ufactured practically  every  piece  of 
hardware  needed  to  assemble  its  ma- 
chines, including  the  coin 
hoppers,  electronic  har- 
nesses and  computer 
boards. 

Mathewson  quickly 

grasped  that  the  heart  of 
igt's  slot  machines  was  the 
software.  He  contracted 
out  manufacturing  of  basic 
components  and  channeled 
igt's  spending  into  soft- 
ware. New  games  were  pro- 
duced with  a  variety  of 
payouts,  and  flashily  pre- 
sented themes  like  baseball 
and  poker.  Not  huge 
changes,  but  for  hard-core 
players  of  what's  basically  a 
monotonous  game,  they 
spiced  it  up. 

Increased  attention  to 
the  software  also  led  to  few- 
er breakdowns — costly  for 
hot  casinos,  which  net  an 
average  of  S200  a  day  per  ^^HB 
slot — and  provided  better 
reporting  systems  for  casino  owners. 

igt's  biggest  breakthrough,  how- 
ever, came  from  a  new  technology, 
something  called  the  progressive  jack- 
pot system.  This  system  electronically 
links  slot  players  statewide  into  the 
same  jackpot,  the  point  being  that  a 
player  can  win  a  far  larger  payout  than 
if  he  or  she  plays  a  stand-alone  ma- 
chine. Small-time  progressive  system 
gamblers  playing  nickel  machines 
have  won  as  much  as  $482,000.  Dol- 
lar slot  players  have  taken  home  up  to 
$9.6  million. 

The  basic  networking  software  for 
the  progressive  slot  playing  system 
was  already  in  the  works  at  igt  when 
Mathewson  arrived.  But  skeptical  ca- 
sinos initially  resisted  the  new  idea, 
mainly  because  it  involved  sharing 
profits  with  igt.  Si  Redd  backed  off 
from  pushing  it.  Other  slotmakers, 


most  notably  market  leader  Bally 
Manufacturing,  stayed  out  of  inter- 
casino  slots  altogether. 

Mathewson  saw  the  progressive 
system  as  another  of  igt's  computer 
software  strengths,  and  pushed  the 
system  hard.  His  persistence  paid  off 
in  1988,  when  Golden  Nugget  and 
Hilton  decided  to  install  machines 
tied  into  progressive  systems. 

The  progressive  slots  proved  enor- 
mously popular.  In  Nevada  alone  IGT 
now  operates  five  different  progres- 


IGT's  progressive  slots 

A  $9.6  million  payout  from  a  dollar  play. 


sive  slot  systems,  linking  together 
over  3,000  of  its  slot  machines  in  over 
130  locations. 

This  is  a  great  business  for  IGT.  It 
gets  to  sell  lots  of  new  slot  machines 
(at  about  $5,000  apiece)  into  the 
progressive  systems.  And  in  return  for 
programming  and  operating  the 
computers  that  tie  the  progressive 
system  slots  together,  IGT  generally 
takes  a  penny  or  two  on  every  play. 
Those  pennies  add  up.  This  year  the 
profits  from  the  progressive  system 
alone  should  be  around  $12  million. 

Where  was  igt's  archrival,  Bally 
Manufacturing?  About  the  same  time 
Mathewson  came  in,  Bally  turned  its 
attentions  away  from  the  slot  machine 
business  and  was  focusing  instead  on 
running  casinos  and  health  clubs — a 
move  that  eventually  led  to  a  major 
restructuring,  and  a  bankruptcy  filing 


for  one  of  its  subsidiaries.  With  Bally's 
eye  off  the  ball,  igt  has  been  able  to 
take  a  huge  75%  market  share  ir 
North  America. 

For  the  fiscal  year  that  ended  Sept. 
30,  igt  is  expected  to  report  profits  of 
$60  million  (97  cents  a  share)  or 
revenues  of  $345  million.  In  1986, 
the  year  Mathewson  stepped  in,  the 
company  lost  $6  million  on  revenues 
of  $42  million.  Since  then,  igt's  New 
York  Stock  Exchange-listed  shares 
have  shot  from  1  (adjusted  for  splits) 
to  a  recent  42. 

With  a  market  capitaliza- 
tion of  $2.5  billion,  igt  is 
selling  at  43  times  fiscal 
1992  earnings,  7  times 
sales.  Can  Mathewson  pos- 
sibly produce  enough 
growth  to  justify  these 
multiples?  Morgan  Stanley 
&  Co.  analyst  Kurt  Feuer- 
man  is  optimistic.  He 
notes  that  in  igt's  largest 
market,  Las  Vegas,  three 
mega-casinos  are  due  to 
open  in  late  1993,  adding 
more  than  10,000  ma- 
chines. Gambling  contin- 
ues to  proliferate  in  the 
U.S.,  and  igt  recently  re- 
ceived approval  to  sell  slots 
in  Japan. 

But  a  lot  of  smart  money 
is  betting  that  igt's  growth 
is  unsustainable.  Over  5 
million  of  the  company's 
60  million  shares  have  been 
sold  short. 

Among  the  shorts:  Ross  Perot, 
who  was  short  over  $1  million  of  igt 
stock  as  of  May,  when  he  filed  a 
financial  disclosure  statement  with 
the  Federal  Election  Commission. 
Since  Perot's  filing,  the  stock  has 
risen  50%. 

Mathewson  has  hedged  his  bet.  In 
the  past  year  he  has  cashed  in  IGT  stock 
worth  at  least  $17  million.  But  he  still 
owns  about  4%  of  the  company;  the 
stake  is  currently  worth  $96  million, 
on  paper. 

With  a  second  fortune  in  the  bank, 
is  another  retirement  imminent?  "No 
way!"  laughs  the  thrice  married 
Mathewson,  who  has  a  new  baby  by 
future  wife  number  four.  "I've  got  a 
new  seven-month  old  son  to  support. 
And  besides,  I'm  having  too  much 
fun."  ■ 
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When  it  comes  to  reforming  health  care  in  this  country,  the  question  is 
no  longer  "should  we  reform?"  but  rather,  "how  should  we  reform?" 


A  Special  Report 
j  to  Management 


That  was  the  conclusion  of  more  than  200  leaders  of  government, 
industry  and  academia  who  met  in  New  York  City  October  1  and  2 
to  discuss  comprehensive  proposals  for  revamping  our  nation's  anti- 
quated and  inequitable  system  of  providing  health  care  for  its  citizens. 

The  conference,  "Health  Care  Reform  &  New  Decisions  for  Busi- 
ness," co-sponsored  by  Forbes  Inc.  and  the  Harvard  School  of  Public 
Health,  sought  to  present  the  advantages  and  disadvantages  of  five 
major  reform  initiatives,  and  to  provide  the  business  community  with 
a  cogent  explanation  of  the  implications  and  ramifications  of  each. 

The  two-day  conference  offered  a  platform  for  real  dialogue 
between  market-oriented  reformers  and  proponents  of  government- 
based  health  care  reforms.  Agreement  was  reached  on  a  crucial  aspect 
of  the  U.S.  health  care  system:  the  magnitude  of  the  crisis.  Since 
1965,  health  care  expenditures  as  a  percentage  of  gross  national 
product  (GNP)  have  risen  from  5.9%  to  13.4%.  If  spending  continues 
unchecked,  by  the  year  2000,  health  care  could  account  for  more  than 
16%  of  GNP,  a  rate  certain  to  devastate  our  economic  vitality. 

Ironically,  as  spending  has  skyrocketed,  more  Americans  —  an 
estimated  36  million  — have  fallen  outside  the  safety  net  of  insured 
health  coverage.  And  more  and  more,  it  is  businesses  that  are  forced 
to  pay  ever-increasing  premiums  to  cover  ever-increasing  health 
care  costs  for  both  insured  and  uninsured  Americans. 

Business  leaders  and  consumers  must  understand  the  tremen- 
dous power  they  wield  in  effecting  the  reforms  we  will  all  soon  live 
under.  The  options  are  just  now  being  considered  —  by  Congress, 
the  public,  industry  and  our  presidential  candidates.  It  is  critical 
that  we  learn  what  choices  are  available,  and  how  each  would  affect 
our  nation's  future.  Following  are  highlights  of  discussions  on 
five  options  presented  at  the  conference,  (continued  on  page  4) 
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ness  consultant  ( now  igt's  president ) . 
Mathewson  and  Russell  fired  most  of 
igt's  top  managers,  eliminated  lots  of 
company  perks  (including  94  compa- 
ny-owned cars)  and  offered  new  man- 
agers generous  stock  options  in  lieu 
of cash. 

But  igt's  problems  required  more 
than  just  a  quick  fix.  Under  founder  Si 
Redd,  a  long-time  veteran  of  the  slot 
machine  industry,  the  company  man- 
ufactured practically  every  piece  of 
hardware  needed  to  assemble  its  ma- 
chines, including  the  coin 
hoppers,  electronic  har- 
nesses and  computer 
boards. 

Mathewson  quickly 

grasped  that  the  heart  of 
igt's  slot  machines  was  the 
software.  He  contracted 
out  manufacturing  of  basic 
components  and  channeled 
igt's  spending  into  soft- 
ware. New  games  were  pro- 
duced with  a  variety  of 
payouts,  and  flashily  pre- 
sented themes  like  baseball 
and  poker.  Not  huge 
changes,  but  for  hard-core 
players  of  what's  basically  a 
monotonous  game,  they 
spiced  it  up. 

Increased  attention  to 
the  software  also  led  to  few- 
er breakdowns — cosriy  for 
hot  casinos,  which  net  an 
average  of  $200  a  day  per  ■■■■ 
slot — and  provided  better 
reporting  systems  for  casino  owners. 

igt's  biggest  breakthrough,  how- 
ever, came  from  a  new  technology, 
something  called  the  progressive  jack- 
pot system.  This  system  electronically 
links  slot  players  statewide  into  the 
same  jackpot,  the  point  being  that  a 
player  can  win  a  far  larger  payout  than 
if  he  or  she  plays  a  stand-alone  ma- 
chine. Small-time  progressive  system 
gamblers  playing  nickel  machines 
have  won  as  much  as  $482,000.  Dol- 
lar slot  players  have  taken  home  up  to 
$9.6  million. 

The  basic  networking  software  for 
the  progressive  slot  playing  system 
was  already  in  the  works  at  IGT  when 
Mathewson  arrived.  But  skeptical  ca- 
sinos initially  resisted  the  new  idea, 
mainly  because  it  involved  sharing 
profits  with  igt.  Si  Redd  backed  off 
from  pushing  it.  Other  slotmakers, 
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most  notably  market  leader  Bally 
Manufacturing,  stayed  out  of  inter- 
casino  slots  altogether. 

Mathewson  saw  the  progressive 
system  as  another  of  igt's  computer 
software  strengths,  and  pushed  the 
system  hard.  His  persistence  paid  off 
in  1988,  when  Golden  Nugget  and 
Hilton  decided  to  install  machines 
tied  into  progressive  systems. 

The  progressive  slots  proved  enor- 
mously popular.  In  Nevada  alone  IGT 
now  operates  five  different  progres- 
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A  $9.6  million  payout  from  a  dollar  play. 


sive  slot  systems,  linking  together 
over  3,000  of  its  slot  machines  in  over 
130  locations. 

This  is  a  great  business  for  igt.  It 
gets  to  sell  lots  of  new  slot  machines 
(at  about  $5,000  apiece)  into  the 
progressive  systems.  And  in  return  for 
programming  and  operating  the 
computers  that  tie  the  progressive 
system  slots  together,  IGT  generally 
takes  a  penny  or  two  on  every  play. 
Those  pennies  add  up.  This  year  the 
profits  from  the  progressive  system 
alone  should  be  around  $12  million. 

Where  was  igt's  archrival,  Bally 
Manufacturing?  About  the  same  time 
Mathewson  came  in,  Bally  turned  its 
attentions  away  from  the  slot  machine 
business  and  was  focusing  instead  on 
running  casinos  and  health  clubs — a 
move  that  eventually  led  to  a  major 
restructuring,  and  a  bankruptcy  filing 


for  one  of  its  subsidiaries.  With  Bally's 
eye  off  the  ball,  igt  has  been  able  to 
take  a  huge  75%  market  share  in 
North  America. 

For  the  fiscal  year  that  ended  Sept. 
30,  igt  is  expected  to  report  profits  of 
$60  million  (97  cents  a  share)  on 
revenues  of  $345  million.  In  1986, 
the  year  Mathewson  stepped  in,  the 
company  lost  $6  million  on  revenues 
of  $42  million.  Since  then,  igt's  New 
York  Stock  Exchange -listed  shares 
have  shot  from  1  (adjusted  for  splits) 
to  a  recent  42 . 

With  a  market  capitaliza- 
tion of  $2.5  billion,  igt  is 
selling  at  43  times  fiscal 
1992  earnings,  7  times 
sales.  Can  Mathewson  pos- 
sibly produce  enough 
growth  to  justify  these 
multiples?  Morgan  Stanley 
&  Co.  analyst  Kurt  Feuer- 
man  is  optimistic.  He 
notes  that  in  igt's  largest 
market,  Las  Vegas,  three 
mega-casinos  are  due  to 
open  in  late  1993,  adding 
more  than  10,000  ma- 
chines. Gambling  contin- 
ues to  proliferate  in  the 
U.S.,  and  igt  recently  re- 
ceived approval  to  sell  slots 
in  Japan. 

But  a  lot  of  smart  money 
is  betting  that  igt's  growth 
is  unsustainable.  Over  5 
million  of  the  company's 
60  million  shares  have  been 
sold  short. 

Among  the  shorts:  Ross  Perot, 
who  was  short  over  $1  million  of  igt 
stock  as  of  May,  when  he  filed  a 
financial  disclosure  statement  with 
the  Federal  Election  Commission. 
Since  Perot's  filing,  the  stock  has 
risen  50%. 

Mathewson  has  hedged  his  bet.  In 
the  past  year  he  has  cashed  in  igt  stock 
worth  at  least  $17  million.  But  he  still 
owns  about  4%  of  the  company;  the 
stake  is  currently  worth  $96  million, 
on  paper. 

With  a  second  fortune  in  the  bank, 
is  another  retirement  imminent?  "No 
way!"  laughs  the  thrice  married 
Mathewson,  who  has  a  new  baby  by 
future  wife  number  four.  "I've  got  I 
new  seven-month-old  son  to  support 
And  besides,  I'm  having  too  much 
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When  it  comes  to  reforming  health  care  in  this  country,  the  question  is 
no  longer  "should  we  reform?'"  but  rather,  "how  should  we  reform?" 


A  Special  Report 
to  Management 


That  was  the  conclusion  of  more  than  200  leaders  of  government, 
industry  and  academia  who  met  in  New  York  City  October  1  and  2 
to  discuss  comprehensive  proposals  for  revamping  our  nation's  anti- 
quated and  inequitable  system  of  providing  health  care  for  its  citizens. 

The  conference,  "Health  Care  Reform  &  New  Decisions  for  Busi- 
ness," co-sponsored  by  Forbes  Inc.  and  the  Harvard  School  of  Public 
Health,  sought  to  present  the  advantages  and  disadvantages  of  five 
major  reform  initiatives,  and  to  provide  the  business  community  with 
a  cogent  explanation  of  the  implications  and  ramifications  of  each. 

The  two-day  conference  offered  a  platform  for  real  dialogue 
between  market-oriented  reformers  and  proponents  of  government- 
based  health  care  reforms.  Agreement  was  reached  on  a  crucial  aspect 
of  the  U.S.  health  care  system:  the  magnitude  of  the  crisis.  Since 
1965,  health  care  expenditures  as  a  percentage  of  gross  national 
product  (GNP)  have  risen  from  5.9%  to  13.4%.  If  spending  continues 
unchecked,  by  the  year  2000,  health  care  could  account  for  more  than 
16%  of  GNP,  a  rate  certain  to  devastate  our  economic  vitality. 

Ironically,  as  spending  has  skyrocketed,  more  Americans  —  an 
estimated  36  million  —  have  fallen  outside  the  safety  net  of  insured 
health  coverage.  And  more  and  more,  it  is  businesses  that  are  forced 
to  pay  ever-increasing  premiums  to  cover  ever-increasing  health 
care  costs  for  both  insured  and  uninsured  Americans. 

Business  leaders  and  consumers  must  understand  the  tremen- 
dous power  they  wield  in  effecting  the  reforms  we  will  all  soon  live 
under.  The  options  are  just  now  being  considered  —  by  Congress, 
the  public,  industry  and  our  presidential  candidates.  It  is  critical 
that  we  learn  what  choices  are  available,  and  how  each  would  affect 
our  nation's  future.  Following  are  highlights  of  discussions  on 
five  options  presented  at  the  conference,  (continued  on  page  4) 
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Robert  J.  Blendon,  Sc.D. 


As  the  election  grows  closer,  polls 
show  health  care  has  become  an 
important  issue  to  voters.  It  has 
emerged  as  a  top  concern  largely 
because  its  problems  adversely 
affect  three  distinct  and  important 
groups:  the  business  community, 
the  uninsured  and,  perhaps  most 
critical  to  elected  officials,  the 
middle  class.  This  coalition  of  concerned  groups  has 
placed  health  care  reform  on  the  political  agenda.  Both 
businesses  and  the  middle  class  are  concerned  about 
their  own  sharply  rising  costs,  while  the  uninsured  are 
experiencing  profound  problems  obtaining  access 
to  health  services. 

For  many  years,  most  Americans  felt  that  the  lack  of 
access  to  health  care  for  low-income  citizens  was  a  tragic 
problem,  but  not  one  that  required  a  national  health  care 
plan  to  solve.  Eight  out  often  Americans  had  health 
insurance,  so  support  for  allocating  significant  resources  to 
obtain  universal  health  care  coverage  remained  relatively 
low.  As  health  care  costs  continued  to  rise,  however,  mid- 
dle-class Americans  felt  their  health  insurance  problems 
more  acutely.  Growth  in  wages  and  salaries  slowed  dra- 
matically in  the  1970s  and  1980s,  as  an  increasing  share  of 
compensation  went  for  health  care.  Health  benefit  spend- 
ing by  employers  increased  in  constant  dollars  from  1970 
to  1989  by  163%  — while  wages  and  salaries  grew  just  1%. 
Employees  were  trading  almost  zero  real  wage  increases 
to  keep  pace  with  increasing  health  care  costs. 

The  rise  in  health  care  costs  became  a  significant  bur- 
den for  employers  as  well.  Average  health  insurance  costs 
per  employee  have  increased  from  $1,645  to  $3,605  in  the 
last  six  years.  Health  benefits  represented  almost  20%  of 
corporate  profits  in  1970.  By  1990  these  costs  represented 
more  than  one-half  the  value  of  businesses'  pretax  profits. 
In  addition,  estimates  show  that  by  the  year  2000,  if 
current  trends  continue,  health  care  spending  will  equal 
almost  three-fourths  of  corporate  profits. 

The  more  immediate  response  to  this  sharp  escalation 
in  spending  has  been  for  employers  to  discontinue  or 
reduce  their  share  of  employee  health  benefits.  As  a 
result,  workers  have  begun  to  fear  seemingly  inevitable 
cuts  in  benefits,  as  well  as  rising  costs.  This  fear  is  evi- 
dent in  survey  results  showing  that  support  for  a  national 
health  plan  is  at  a  40-year  high.  The  data  also  indicates 


that  middle-class  people  have  lost  confidence  in  their 
ability  to  cope  with  future  health  care  costs.  In  1992,  62% 
of  middle-income  Americans  report  being  worried  that 
health  insurance  has  become  so  expensive  they  will  not 
be  able  to  afford  it,  and  48%  report  that  their  health  plan 
is  going  to  be  cut  back  substantially  in  the  future. 

Adding  to  this  anxiety,  studies  published  in  prestigious 
medical  journals  show  that  despite  physicians  and  hospi- 
tals providing  billions  of  dollars  of  uncompensated  care, 
Americans  without  health  insurance  face  major  barriers 
to  needed  medical  services.  Although  they  suffer  from 
higher  rates  of  ill  health  than  the  insured  population,  the 
uninsured  report  fewer  hospitalizations,  fewer  visits  to  a 
physician,  shorter  hospital  stays  and  fewer  discretionary 
inpatient  hospital  treatments  and  tests  than  insured 
Americans,  at  higher  cost.  The  uninsured  also  experience 

higher  mortality  rates  when 


"The  views  of 
the  business 
community  will 
play  a  major  role 
in  shaping  the 
direction  this 
country  takes 
in  its  search 
for  meaningful 
health  care  reform. " 


hospitalized  than  people  with 
health  insurance  coverage  who 
have  similar  medical  conditions. 
The  message  to  the  public  is 
clear  — don't  lose  your  insurance 
coverage. 

Taken  together,  these  trends 
leave  policymakers  after  the 
election  with  a  two-pronged 
problem  — strong  public  support 
for  providing  universal  access 
to  coverage  and  controlling 
health  care  costs.  To  many, 
these  two  goals  seem  mutually 
exclusive,  because  to  provide  guaranteed  insurance 
coverage  for  the  whole  population  could  entail  spending 
more,  not  less  money. 

How  do  we  resolve  this  dilemma?  Reaching  consensus  | 
on  a  single  national  plan  will  be  a  daunting  task.  Distin- 
guished experts  looking  at  the  same  facts,  cost  figures  and 
behavior  of  our  health  care  system  reach  diametrically 
opposed  conclusions  regarding  the  shape  of  needed 
changes.  Each  of  their  proposals  shares  the  same  goals, 
but  they  disagree  on  how  to  achieve  them.  Added  to 
this  is  the  extraordinary  climate  of  cynicism  permeating 
our  national  consciousness.  Americans  do  not  trust 
many  of  those  who  lead  the  institutions  most  crucial  to 
health  care  reform. 

In  such  an  environment,  the  views  of  the  business 
community  will  play  a  major  role  in  shaping  the  direction 
this  country  takes  in  its  search  for  meaningful  health  care 
reform.  We  hope  this  special  report  promotes  a  better 
understanding  of  the  choices  available  as  well  as  their 
potential  impact  on  business.  We  also  hope  it  contributes 
to  reaching  a  consensus  on  some  acceptable  approach  to 
resolving  the  nation's  serious  health  care  problems. 
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In  a  time  when  Group  Health  rates 


CONTROL  COSTS. 


ARE  RISING  OUT  OF  CONTROL,  THERE'S  A 


UNDER  OUR  PROGRAM  WE'VE  BEEN 


REASON  WHY  OUR  RATE  INCREASES  FALL 


ABLE  TO  OFFER  THE  BEST  QUALITY  CARE 


WELL  BELOW  THE  NATIONAL  AVERAGE. 


WITH  21%   FEWER  HOSPITAL  ADMISSIONS 


It's  our  revolutionary  approach 


THAN  THE  NATIONAL  AVERAGE.  AND  HOSPI- 


TO  THE  PROBLEM.   BECAUSE  WHILE 


EVERYONE  ELSE  STILL 
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PAYING  CLAIMS 


QUICKLY,  WE 
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MANAGING 


RISK.  WE 


SCRUTINIZE  THE 
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TREATMENT,  CONFIRM   EVERY 
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With  our  approach 


to  Group  Health 
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CHANGING  THE 


WAY  COSTS 


ARE  HEADED. 
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FOR  APPROPRIATE  CARE.  WE  SHOW  YOUR 


Benefit  Sales,  Liberty  Mutual  Insupance 


100%  ■ 

CUMULATIVE  CLAIM  COSTS 
LIBERTY  vs.  INDUSTRY  FORECAST* 

79% 
56% 

EMPLOYEES 

80%   ■ 
60%   ■ 
40%   ■ 
20%   ■ 
0%    • 

HOW  TO 
WORK  WITH 

1988  1989  1990  1991 

*Soorc«   Howo-d  Johnion  &  Co   3<d  quarter  industry  Mfmatw  ^o™  1988)991  YO  U     TO 


Group,  lOO  Main   Street,  Dover, 


New  Hampshire  03820. 


TELEPHONE: 


603-749-2600 


LIBERTY 
MUTUAL 


FACING  THE  ISSUES  THAT  FACE  OUR  CUSTOMERS 


Advertisement  4 


^ 


(continued  from  page  I) 


James  Mongan,  M.D. 


Option  One:  Play  or  Pay  System 

CONFERENCE  PANELISTS:  Henry  Simmons,  National  Leadership  Coalition  on 
Health  Care:  Howard  1  >//.  I  ice  President  and .  Managing  Principal,  Tillinghast; 
Patricia  Coylc,  Rohm  &  Haas  Company 

I  nder  a  "play  or  pay"  system,  gov- 
ernment either  issues  a  direct  man- 
date under  which  employers  would 
be  obligated  to  provide  coverage  for 
all  employees,  or  Congress  could 
offer  employers  the  choice  to 
extend  coverage  or  pay  a  tax  that 
would  support  coverage  for  employ- 
ees through  a  public  program. 
James  Mongan,  M.D.,  executive  director  of  the  Truman 
Medical  Center  and  dean  of  the  University  of  Missouri- 
Kansas  City  School  of  Medicine,  argued  that  because  most 
uninsured  Americans  are  either  employed  or  dependents 
of  an  employed  worker,  the  vast  majority  of  the  uninsured 
could  be  reached  through  the  workplace  via  a  direct  or 
indirect  mandated  play  or  pay  program.  Uninsured  Ameri- 
cans who  are  isolated  from  the  employment  market  would 
be  covered  under  an  expanded  Medicaid  program. 

An  advantage  of  the  play  or  pay  system  is  that  it  keeps 
the  cost  of  the  proposal  off-bud- 
get and  "reduces  the  need  for 
direct  tax  increases,"  argued 
Mongan.  It  also  leaves  intact  our 
current  system  of  health  care, 
which  is  an  important  source  of 
jobs  and  economic  endeavor. 
Small  employers  vigorously 


"Quality,  appropri- 
ate rare.  Freedom  of 
choice.  Convenient 
access.  Low  adminis- 
trative costs. 

"'These  are  the  keys 
to  effective  national, 
private  market  health 
care  reform.  At 
Wan san  Insurance, 
we're  already  achiev- 
ing these  goals  with 
effective  group  health 
and  workers '  com- 
pensation managed- 
care  systems. 

"We  believe 
one  private  market 
answer  to  our 
national  health  care 
woes  can  he  found 
in  communities  like 
Watt sau,  Wisconsin. 
A  ret  en  I  study  of  the 


Alain  C  Enlhozni.  Ph.D. 


400  largest  ( '.A'. 
cities  found  Wan  sau 
had  the  fourth-lowest 
group  health  premium 
costs.  The  reason? 
We  he  Twee  it  is  related 
to  cooperation 
between  em  ploy  ei  s 
and  health  care 
providers  within  an 
effective  managed- 


care  frame-work. 
"At  Wan  sau 
Insurant e,  we're 
committed  to  making 
this  approach  work 
for  our  policyholders 
nationally. " 
—Leon  J.  Weinberger 
President  and  CEO, 
Uw wi  Insurance 
Companies 


oppose  play  or  pay  because  it  imposes  increased  costs,  either 
through  insurance  premiums  or  increased  payroll  taxes. 

Advocates  promise  to  sweeten  the  pill  by  phasing  in 
requirements  and  adding  tax  credits  and  insurance 
pooling  requirements.  Still,  Mongan  was  frank  that  "there' 
is  no  free  lunch,"  and  that  our  nation's  moral  fiber  will 
be  tested  by  the  outcome  of  the  health  care  debate. 

Option  T\yo:*Managed  Competition 

CONFERENCE  PANELISTS:  Paul  Cooper.  1  ice  President,  Health  Care  Polity, 
The  Prudential  Insurance  Company  of  America;  Kathryn  Ahcrnethy, 
I  "ice  President  and  National  Practice  Leader  for  Health  and  Welfare, 
Towers  Perrin;  Robert  L.  Lassewski,  Health  Care  Consultant  to  Liberty 
Mutual  Insurance  Group;  Stan  Hoffert,  W'ausau  Insurance  Companies 

Viewed  in  purely  economic  terms, 
America's  health  care  system  is  an 
illogical  labyrinth  of  disincentives 
that  provide  few,  if  any.  reasons  for 
consumers  to  seek  "value  for  mone 
when  it  comes  time  to  buy  health 
care,"  according  to  Alain  C.  Enthove 
Ph.D.,  a  professor  at  Stanford's 
Graduate  School  of  Business. 
One  of  the  market's  largest  impediments  is  the  tradi- 
tional fee-for-services  (FFS)  practice,  whereby  a  physician 
or  a  hospital  is  paid  more  for  doing  more,  regardless  of 
whether  the  care  is  appropriate. 

Managed  competition  seeks  to  replace  FFS  with  a 
market-based  system  designed  to  spur  "cost-conscious, 
informed  choice  among  consumers  and  employers,  and  t^ 
reward  those  health  care  providers  who  deliver  price  and 
quality  value,"  Fnthoven  explained. 

The  cornerstone  of  Fnthoven' s  proposal  is  a  strateg\  of 
managed  competition  that  would  be  executed  by  large 
employers  and  public  sponsors,  quasi-public  agencies  mucr 
like  the  Federal  Reserve.  Public  sponsors  would  contract 
with  managed-care  providers,  and  the  uninsured  would  be 
offered  a  subsidized  opportunity  to  choose  one  of  them. 

The  public  sponsor  would  also  act  as  a  collective  pur- 
chasing agent  for  small  employers  who  could  obtain 
employee  coverage  by  paying  premiums 
through  a  competitive,  pooled  arrangement. 

Other  employers  would  be  required  to. 
coverall  full-time  employees.  For  part-time 
employees,  the  plan  would  require  employ 
ers  to  pay  an  K%  payroll  tax  on  their  first 
$22,500  of  wages  and  salaries,  in  exchange  | 
which  part-time  employees  would  receive 
coverage  through  the  purchasing  pool. 

Finally,  in  order  to  subsidize  enrollment  i 
the  uninsured  and  spur  cost-conscious  deci- 
sions by  consumers,  the  plan  would  limit  \.v 
free  employer  contributions  to  the  price  of 
the  low-priced  plan  that  meets  federal 


AT  WAUSAU, 

WE  EXAMINE  THE  MEDICAL  BILLS 

JUST  AS  CLOSELY. 


Today,  workers 
in  America 
and  their 

r       .1.  Wausau's  medical 

families  Can  cost  management 

programs  result 
,  from  years  of 

receive  the  experience  with 

both  workers 
compensation  and 

WOrld  S  finest        group  health. 

medical  care  —  for  injuries 
suffered  on  or  off  the  job.  But 
it  comes  with  a  high  price. 

Wausau  Insurance  is  work- 
ing with  its  customers,  and 
their  employees  and  families, 
to  help  keep  health  care  costs 
manageable. 

We  have  pioneered  develop- 
ment of  a  computer-assisted 
program  for  auditing  workers 
compensation  medical  bills. 


rly  applications  from  our  medical  claim  review  staff  were  able  to  reduce  medical  charges  by  20%. 
Wausau's  also  working  in  partnership  with  customers  and  their  injured  employees  to  use  our  expanding  network 
Preferred  Provider  Organizations  (PPOs)  to  help  manage  medical  costs  without  sacrificing  the  quality  of  medical 
re  for  both  group  health  and  workers  compensation.  In  these  cases,  Wausau's  PPOs  have  reduced  provider  medical 
arges  for  workers  compensation  by  24%.  Wausau  cost  management  programs  —  including  loss  control  and  wellness 
Dgrams,  rehabilitation,  hospital  precertification  and  others  —  have  helped  save  our  customers  millions  of  dollars, 
if  managing  health  care  costs  is  important  to  your  company,  it's  important 
your  company  to  be  with  Wausau. 
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INSURANCE 


A+  (Superior)  A.M.  Best  Rating 
jsau  Insurance  Companies,  2000  Westwood  Drive,  Wausau,  Wisconsin  54401  Telephone  (715)  845-5211  A  Member  of  the  Nationwide8  Group 
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standards  in  the  purchasing  cooperative  covering  the 
employee's  area  of  residence. 

In  all  cases,  people  who  choose  a  plan  with  a  higher 
price  than  the  low-priced  plan  would  have  to  pay  the  extra 
cost  themselves  out  of  their  own  net-after-tax  dollars. 

Critics  argue  that  Enthoven's  plan  places  an  undue 
burden  on  small  employers  by  increasing  payroll  taxes  and 
limiting  deductions  for  health  care  contributions.  More 
fundamentally,  managed  competition  begins  with  the 
premise  that  efficient  managed  care  exists,  even  though 
studies  are  inconclusive.  It  also  assumes  that  consumers 
will  ultimately  choose  value  for  money,  even  if  it  means 
being  denied  access  to  a  favorite  physician  or  treatment. 

Option  Three:  Tax-Credit  System 

CONFERENCE  PANELISTS:  GregScandlen,  Council  for  Affordable  Health 
Insurance;  Karen  Ignagni,  AFL-CIO;  Bayless  Manning,  Manning  Companies 

The  tax-credit  system  of  health  care  reform  calls  for  elim- 
inating the  current  "tax-subsidy"  of  employment-related 
health  insurance,  and  replacing  it  with  a  set  of  fixed-dollar 
tax  credits  as  a  way  to  help  people  afford  health  care  pre- 
miums. One  of  its  leading  proponents,  Mark  V.  Pauly, 
Ph.D.,  professor  of  health  care  systems  at  the  Wharton 

School,  argued  that  the  current 
subsidy  — which  costs  the  gov- 
ernment about  $60  billion  a  year 
—  is  higher  for  high-wage  indi- 
viduals and  for  those  who  buy 
more  comprehensive  insurance. 
The  incentive,  therefore,  is  to 


"We  can  all  agree 
on  a  vision  for  health 
care  in  America: 
a  system  that  delivers 
high  quality,  cost- 
effective  medical  care 
to  everyone  who 
needs  it.  Our  best 
hope  of  making  that 
vision  a  reality  is 
a  partnership  among 
business,  govern- 
ment, health  care 
providers  and  the 
insurance  industry. 

"Travelers  has 
taken  a  leadership 
role  in  helping  forge 
that  partnership. 
We're  working  with 
state  and  national 
government  on 
reforms  that  will  help 
more  small  businesses 
provide  health  insur- 
ance to  their  workers. 


Executives 
Speak  Out 


Mark  V.  Pauly,  Ph.D. 


We  co-chair  the  \  \  brk- 
group  on  Electronic 
Data  Interchange,  a 
public-private  effort 
to  dramatically 
reduce  paperwork 
and  other  adminis- 
trative costs.  And 
through  a  managed 
health  care  system 
that  combines  infor- 
mation technology 
and  qualify  manage- 
ment, Travelers  is 


he/ping  businesses 
manage  costs  and 
improve  the  quality 
of  care. 

"Our  health 
insurance  system 
has  many  strengths. 
The  straigh test  path  to 
reform  is  to  build 
on  those  strengths. " 
— Edward  H.  Budd 
Chairman  \nd  Chief 
Executive  Officer, 
The  Travelers  Corp. 


buy  more  insurance  at  higher 
prices,  thereby  shielding  more 
income  from  the  government. 

Under  Pauly's  plan,  Congress 
would  establish  for  all  Americans 
a  mandatory  minimum  level  of 
third-party  insurance  and  an  index 
of  tax  credits,  both  of  which  would  ■ 
be  pegged  to  family  income,  with 
higher-income  Americans  receiving  fewer  credits  than 
poorer  ones.  A  family's  ability  to  afford  the  insurance 
would  be  assured  by  the  credits  it  would  receive  against 
the  purchase.  The  IRS  would  enforce  the  purchase  of  the 
minimum  level  of  coverage  by  all  Americans. 

Pauly  explained  that  cost  containment  would  be 
achieved  by  connecting  consumers  with  the  cost  of  their 
health  care,  thereby  giving  them  an  incentive  to  find 
good  quality  health  care  at  lower  prices,  presumably 
through  managed-care  programs. 

Opponents  of  the  Pauly  plan  countered  that  it  places 
too  much  confidence  in  Americans'  ability  to  choose  an 
appropriate  level  of  health  care  coverage  for  their  families. 

For  business,  however,  the  Pauly  plan  imposes  no 
additional  taxes.  Insurance  premiums  paid  by  employers 
would  still  be  tax  deductible. 

Option  Four:  All-Government  System 

CONFERENCE  PANELISTS:  Richard  Berman,  Howe-Lewis  International; 
Joel  Gurin,  Consumer  Reports 

An  all-government  form  of  health 

care  reform  would  establish  the 

federal  government  as  the  provider 

of  health  care  financing,  either 

through  an  extension  of  Medicare 

or  a  single-payer  plan  similar  to  the 

Canadian  system. 

Under  an  extended  Medicare 
strategy,  the  govern- 
ment would  extend  coverage  to  every  citi/.e 
at  birth  for  hospital  and  physician  services  a 
well  as  for  preventative  health  care  needs. 
Cost  containment  would  be  achieved    ■ 
through  prospective  payment  for  hospital  ser 
vices  and  fee  schedules  for  physician  service 

A  single-payer  approach  would  extend 
medical  coverage  universally  for  all  necessl 
services.  It  would  meet  cost-containment 
objectives  through  global  budgets  or  expen- 
diture ceilings  and  a  single-payment  systen 
Conference  speaker  Karen  Davis,  Ph.D., 
an  executive  vice  president  of  The  Cnnimot 
wealth  Fund,  presented  the  strengths  and 
weaknesses  of  an  all-government  system.  SI 
contends  that  this  system  "provides  univers 
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OPEN  IN  CASE  YOU  WANT 
QUALITY  CARE  AND  COST  CONTROL 
FROM  ONE  OF  AMERICA'S  LARGEST 
HEALTH  CARE  NETWORKS. 


The  Travelers'  commitment  to 
quality  products  and  cost  control 
starts  with  33,000  employees  dedi- 
cated to  customer  satisfaction. 

Of  these,  10,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

100,000  carefully  selected  and  credentialed 
physicians  and  other  health  professionals  and 
1,000  hospitals  in  130  major  metropolitan  areas. 

$1.4  billion  in  new  business  in  1991  —  testi- 
mony to  a  company  whose  health  care  network 
delivers  appropriate  care  more  efficiently  through 
local  medical  management.  A  company  that  cus- 
tomizes programs  because  it  understands  that 
not  all  businesses  are  the  same.  A  company 
lommitted  to  avoiding  illness  —  and  expense  — 
through  wellness  and  counseling  programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  by  over  $50  billion  in  assets 
and  by  a  128  year  tradition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 
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fou're  better  off  under  the  Umbrella? 
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and  comprehensive  care,  retains  choice  of  doctors  for  con- 
sumers and  contains  strong  cost  controls." 

As  evidence  of  the  latter,  Davis  presented  data  showing 
that,  while  U.S.  health  insurance  administrative  costs  for 
small  and  large  firms  average  33.5%  and  12%,  respectively. 
Medicare's  administrative  costs  claim  only  2.3%  of  the 
program's  total  budget.  Administrative  costs  in  Canada  are 
an  admirable  1.4%.  For  business,  however,  an  all-govern- 
ment system  would  raise  overall  taxes,  even  considering 
the  assumed  savings  inherent  in  the  program. 

Davis'  major  reservation  about  the  program  is  its  dis- 
ruption of  the  current  private  health  insurance  industry, 
a  crucial  component  of  our  present  economy. 


Option  Five:  Personal  Choice 

CONFERENCE  PANELISTS:  Tom  Moloney.  Institute  for  the  Future; 
Nancy  Pappas,  Consumers  I  nion 

Under  the  personal  choice  system,  as  outlined  in  a  Heritage 
Foundation  proposal  presented  by  economist  Stuart  Butler, 
Ph.D.,  American  health  care  would  be  subject  to  the  same 
"market  forces  that  work  so  well  in  other  parts  of  our  eco- 
nomy, mainly  competition." 

To  accomplish  this,  Butler  and  his  colleagues  would 
convert  the  tax  exclusion  for 
company-sponsored  plans  into 
open-ended  tax  credits  that  go 
directly  to  employees  and  their 
families  for  the  purchase  of 
health  insurance  and  out-of- 
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Stuart  Butler.  Ph.D. 


"We  must  make 
fundamental  changes 
to  the  health  care 
delivery  system  in 
the  United  States. 
The  traditional,  fee- 
for-service  system 
contributes  to  rising 
costs,  impedes  efforts 
to  improve  access, 
and  provides  few 
objective  measures 
of  quality. 

"In  our  view, 
competing  organized 
systems  of  managed 
care  hold  the  greatest 
potential  for  address- 
ing these  problems. 
These  systems  could 
be  compared  by  pur- 
chasers on  the  basis 
of  cost  and  qualify. 
We  believe  this  is 
the  most  effective  way 
to  assure  value  in 


Executives 
Speak  Out 


(Left  to  right)  Peter  Libassi,  Senior  Vice  President/Corporate  Communication. 
The  Travelers,  moderates  one  oj the  conference  panels,  which  included 
Karen  Davis.  Ph.D..  Roheil Blendon.  Sc.D.,  and  Stuart  Butler,  Ph.D. 

pocket  medical  expenses.  The  plan  would  require  heads 
of  households  to  purchase  a  basic  insurance  package,  the 
cost  of  which  would  be  subsidized  by  tax  credits  granted, 
to  the  family.  The  working  poor  would  receive  vouchers 

One  striking  element  of  the  plan 

is  its  flexibility,  meaning  health  c 

insurance  would  no  longer  be  tied  o 

an  individual's  employer.  Consume 

would  be  free  to  pick  and  choose 

among  many  competitive  groups, 

sponsored,  Butler  believes,  by  a  vas 

new  array  of  organizations,  includin 

trade  unions,  churches,  farm  bureai 

and  even  advocate  associations  for  such  illnesses  as  diabete* 

cancer,  etc.  This  in  turn  would  spur  competition  among 

plans,  reducing  overall  health  care  costs. 

By  "uncoupling  health  care  insurance  from  employers 
Butler  contended  that  Americans  would  be  covered  regar 
less  of  their  home  state  or  employment  status.  He  also 
suggested  that  these  new  insurance  groups  would  be  moil 
in  tune  with  their  memberships'  medical  needs,  and  bett 
able  to  help  them  choose  appropriate  plans.  Butler  envi- 
sions large  corporations  establishing  these  health  insuiani 
groups,  much  as  many  have  for  other  financial  services 

Critics  countered  that  Butler's  open-ended  tax  credit 
which  are  calculated  as  a  percentage  of  total  medical 
expenses  to  family  income,  could  provide  no  incentivd 
self-containment  of  health  care  spending,  if  they  are  us< 
regardless  of  the  appropriateness  of  care. 


providing  needed 
services  to  all  sectors 
of  the  population. 
"Strategies  that 
only  address  how 
health  care  is  paid 
for,  such  as  play 
or  pay,  global 
budgeting  or  single- 
payer  systems,  fall 
short  of  achieving  the 
reforms  needed  most. 
Altering  the  organi- 
zation, incentives 


and  behavior  in 
health  care  delivery 
is  essential,  and 
organized  systems  of 
managed  care  hold 
the  greatest  promise 
for  doing  this. " 
-U7/.//I  i/  P.  Link,  FSA 
Em- a  tive  Vice 
Presideni 
and  President, 
Group  Operations, 
The  Prudential 
Insurance  Company 
oe  .1  \n- kk  I 
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A  Shared  Goal 

Few  Americans  doubt  that  our  health  care 
s\stcm  needs  dramatic  reform  if  it  is  to  pro 
\  ide  affordable  care  for  citizens.  In  the  wdl 
of  Senator  David  Durenberger  (R-Minn.W 
"We  have  a  huge  challenge  ahead  of  us  to 
make  America  a  healthier  nation.  But  we  e 
meet  that  objective  by  understanding  wlui 
we  do  best,  sticking  together  and  forging 
bravely  ahead  toward  a  goal  we  all  share." 

More  than  ever  before,  business  can  .iff 
those  goals  and  objectives.  Twenty-five 
letters  to  a  legislator  can  change  a  vote.  Bu 
voices  must  be  raised  now  before  the  wind 
slams  shut  for  years  to  come. 
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For  around  $70,000,  her  life  could  be  saved. 
For  around  $700,  she'd  never  have  been  in  danger. 


Her  parents'  health  care  plan 
didn't  cover  the  few  hundred 
dollars  they  needed  for  pre- 
natal care. 

Ironically,  the  treatment 
she  needed  as  a  result  of  her 
low  birthweight  was  covered 
in  full. 

In  fact,  many  medical  plans 
don't  pay  for  the  checkups, 

c.B  tests,  and  other  measures 

«il 


that  would  help  participants 
stay  healthy.  They  only  pro- 
vide benefits  once  a  participant 
has  become  sick. 

And  in  financial  and  emo- 
tional terms,  the  pound  of 
cure  is  often  far  more  costly 
than  the  ounce  of  prevention. 
That's  why,  at  The  Prudential, 
we  strongly  support  the  wider 
use  of  managed  care  programs 
that  put  an  increased  empha- 
sis on  preventive  medicine. 


Such  programs  help  partici- 
pants maintain  their  good 
health  and  allow  doctors  to 
discover  illnesses  in  early, 
more  easily  treatable  stages. 
So  as  a  result,  they  also  help 
control  the  spiraling  cost  of 
health  care  overall. 

But  ultimately,  managed 
care  programs  can  save  some- 
thing much  more  important 
than  money:  they  can  save 


people  from  unnecessary 
suffering. 

To  find  out  more,  write: 
New  Approaches  to  Health 
Care,  The  Prudential, 
751  Broad  Street,  16th  Fl., 
Newark,  N.J.  07102-3777. 


ThePrudentialU^v 


©  1992  The  Prudential  Insurance  Company  of  America. 
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When  Lisa  was  born 

her  kidneys  didn't  work. 

So  we  helped  Lisa's  mother 

learn  to  care  for  her. 


It  saved  $200,000 
in  hospital  costs. 


^ 


And  let  Lisa  grow 
up  at  home. 


Aetna's  Individual  Case  Managers  help 
people  who  are  in  our  group  plans  receive 
proper  health  care.  They  help  to  find  the 
best  available  treatment  by  understanding 
people's  needs  and  by  working  with  their 
doctors.  In  many  cases,  by  discovering 
alternative  methods  for  treatment,  medical 
costs  are  reduced.  And  more  importandy, 
people  can  recover  in  a  somewhat  more 
comfortable  environment.  Like 
home,  for  instance.  With  family. 
Aetna.  A  policy  to  do  morer 


/Etna 


©  1992  Aetna  Life  and  Casually  Company 
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Keynote 
Speaker 
Highlights 


The  "Health  Care 

Reform  &  New 
Decisions  for  Busi- 
ness" conference 
provided  a  powerful 
platform  for  business, 
government  and 
academic  leaders  to 
present  their  varied 
initiatives  and  opin- 
ions. Following 
are  highlights  from 
the  keynote  speakers. 


Stuart  hitman,  Ph.D. 

"The  bill  for  uncom- 
pensated care  to 
hospitals  came 
to  $22. 7  billion  last 
year.  Fortunately, 
there  is  a  tooth  fairy 
[to  foot  the  bill] . 
Its  the  controllers 
of  our  largest 
corporations.  They 
are  paying  the  bill  for 
the  care  of  the  unin- 
sured who  are  unable 
or  don't  pay.  Its  a 
Ponzi  game. " 
—  Stuart  Altaian, 
Ph.D.,  Dean, 
Florence  Heller 
Graduate  School 
for  Advanced 
Studies  in 
Social  Welfare, 
Brandeis  University 


Humphrey  Taylor 

"While  Americans 
are  almost 
unanimous  —  9  out 
of  10  is  pretty 
unanimous  —  in 
believing  that  major 
reform  is  needed 
to  achieve  both 
universal  coverage 
and  better  value 
for  money,  they  — 
like  the  experts  —  are 
much  less  certain 
what  shape  reform 
should  take. " 
—  Humphrey  Taylor, 
President  and  CEO, 
Louis  Harris  and 
Associates,  Inc. 


Linda  Jenckes 

"Strategies  to  expand 
health  care  access 
should  build  on 
existing  coverage 
and  target  public 
coverage  of  the  poor 
and  the  near-poor. 
Extending  public 
coverage  to  higher- 
income  individuals 
will  inevitably  lead 
to  unnecessary  tax 
increases  to  support 


this  substitution  of 
public  coverage  for 
private  coverage. " 
—Linda  Jenckes, 
Senior 

Vice  President, 
Health  Insurance 
Association  of 
America 


William  D.  Mclnturff 

"[Thepublic] 
continues  to  believe 
they  do  not  want 
the  federal  government 
directly  providing 
health  care  services. . . 
but  they  do  look  to 
government  as  a  sort 
of  "invisible  hand"  to 
enter  the  arena  and 
compel  the  private 
interests  to  fix  the 
health  care  system. " 
—  William  D. 

McInturff, 

Partner, 

Pi BLIC  Opinion 

Strategies 


Robert  D.  Reischauer,  PAD. 

"There  are  no 
silver  bullets.  If  we 
reduce  spending, 
we're  likely  to  give 
up  some  aspects  of 


our  current  system 
that  consumers  like, 
be  they  access  to 
rapidly  developing 
technologies,  choice 
of  physician  or  just 
getting  a  same-day 
appointment  with 
a  doctor. " 
—  Robert  D. 
Reischauer,  Ph.D., 
Director  of  the 
Congressional 
Budget  Office 


Judy  Feder 

"The  Clinton/Gore 
initiative  builds  on 
the  quality  and  level 
of  choice  now  avail- 
able in  the  American 
health  care  system. 
Its  not  nationalized 
medicine,  but  rather 
a  combination  of 
employment-based 
and  publicly  spon- 
sored coverage,  man- 
aged competition, 
reform  of  the  insur- 
ance industry  and  a 
national  health  care 
budget  to  achieve  uni- 
versal coverage  and 
cost  containment. " 
—Judy  Feder, 

Co-Director, 

The  Center 

for  Health 

Polio  STUDIES, 

Georgetown 
University 


Gail  Wilensky,  Ph.D. 

"The  President  s  plat 
builds  on  the  strength\ 
of  the  current  system 
without  sacrificing 
the  high-quality  care 
that  Americans  cur- 
rently enjoy.  It  is  a 
comprehensive 
reform  plan  that  doe\ 
not  increase  taxes, 
limit  choice,  set  prices^ 
impose  costly  man- 
dates or  ration  care. 
—  Gail  Wilensky, 
Ph.D.,  Deputy 
Assistant  to  the 
President  for 
Policy  Developmen\ 
The  White  House 


Senator  David  Durenberget 


n 


' ' Most  politicians 
agree  in  basic  terms 
on  the  outcome  we 
want  from  reform: 
equal  access  and 
high-quality  care 
through  it  nil  'c/sal 
coverage  of  fin  tint  ii 
risk.  The  question  h 
how  do  we  gel  then 
—  Senator 
David  Di  w  vberm 

(R  l//w  ) 
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he  Shelhamers:  uncle  Bob,  ranch  manager;  son  John  and  wife  Judy;  Lloyd  and  wife  Claudia; 
aughter  Linda  and  husband  Steve  Haraden 
w  orse  trading  was  his  business;  one  thing  led  to  another. 


Horses  have  been  the  livelihood  for  four  generations  of  the  Shelhamer 
lamily.  Great-grandpa  sold  remounts  to  the  Cavalry.  Three  generations 
|)f  his  descendants  make  machines  for  betting  on  horse  races. 


Home  on  the 
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y  Phyllis  Berman 

he  Shelhamer  family  of  Shepherd, 
•lont.  (pop.  1,000)  keeps  a  pet  snake 
'ehind  a  sprawling  ranch  house  on  its 
0,000-acre  property.  The  snake  is 
amed  after  a  big- city  financier  who 
j'tice  gave  them  a  hard  time. 

Don't  conclude  from  this,  howev- 
r,  that  the  Shelhamers  are  naive 
ountry  folk.  Three  generations  of  the 
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family  work  successfully  and  skillfully 
together  running  United  Wagering 
Systems,  Inc.'s  United  Tote  Co.,  a 
$30-million-a-year  maker  and  servic- 
er of  totalizators,  or  totes,  computer- 
ized wagering  systems. 

With  the  Shelhamers,  togetherness 
works.  Grandpa  Lloyd  Shelhamer, 
69,  who  started  life  as  an  old-fash- 


ioned horse  trader,  is  chairman  of 
United  Wagering.  His  son  John,  45, 
runs  the  day-to-day  operations,  and 
his  daughter  Linda,  40,  is  chief  finan- 
cial officer.  Grandson  Eric,  24,  a  ma- 
jor in  physics,  works  on  the  technol- 
ogy side,  while  granddaughter  Jamie, 
16,  repairs  tote  terminals  during 
school  vacations. 
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United  Tote 


It  has  been  horses  all  the  way  for 
this  family.  As  a  sideline  to  his  horse 
trading,  grandpa  Lloyd  once  acquired 
a  couple  of  racehorses.  "But  there  was 
no  place  to  race  horses  around  here," 
he  remembers.  So  in  the  Fifties  he 
started  a  racetrack  in  Bozeman,  which 
is  toward  the  southwestern  part  of  the 
state.  One  thing  led  to  another.  He 
couldn't  find  anyone  interested  in 
supplying  totalizators  to  his  small, 
seasonal  track.  So  he  did  it  himself. 
Lloyd  bought  the  equipment  from  a 
tiny  bankrupt  tote  operation  and 
learned  to  maintain  it. 

But  Shelhamer  wasn't  doing  well. 
"In  fact,  we  were  worse  than  broke," 
Lloyd  Shelhamer  recalls. 

But  being  broke  doesn't  stop  a 
born  entrepreneur  and  experienced 
horse  trader.  Lloyd  Shelhamer  also 
sold  real  estate  and  made  enough 
money  to  keep  everything  going. 
Then  he  got  lucky  enough  to  swap  the 
track  for  the  vast  ranch  the  company 
now  inhabits.  Moving  to  the  ranch, 
Lloyd  took  the  tote  business  with 
him.  There  he  kept  building  small 
electromechanical  tote  machines  for 
agricultural  fairs  and  rodeos  in  Wyo- 
ming and  for  20  racetracks  in  states 
bordering  Montana. 

The  business  was  sound  but  slow; 
by  the  late  1970s  it  was  still  doing  just 
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Old  technology 
On  the  way  to  a 
county  fair.  The 
family  used  to 
haul  tote  boards 
to  racetracks 
all  over. 


New  technology 
Now  gamblers  at 
one  track  can  bet 
on  races  at  20 
others,  thanks  to 
the  microchip. 


$300,000  in  annual  sales.  In  the  early 
1980s  the  family  invented  a  technol- 
ogy that  produced  an  inexpensive 
computerized  machine  for  small  op- 
erations. Within  three  years  they  had 
sold  these  units  to  38  tracks,  and  by 
1989,  to  100.  To  finance  this  expan- 
sion, United  Tote  was  taken  public  in 
1984  by  Piper  Jaffray  and  Stephens 
Inc.  at  $12  a  share,  raising  $7  million. 
With  that  money  and  with  lots  of 
new  small  and  medium-size  tracks 
opening  as  state  after  state  legalized 


gambling  in  the    1980s,  the 
hamers  were  doing  $22  million  a  yej 
by  fiscal  1988.  Still,  the  business 
mained  headquartered  on  their 
mote  ranch,  except  for  a  small  R& 
operation  in  San  Diego  and  a  coup 
of  marketing  and  service  offices. 

Sound  like  fun,  all  the  way?  Not  t 
past  few  years. 

In  1989  the  family  decided  a  mefl 
er  with  one  of  its  larger  compctit< 
might  be  a  good  idea,  so  that  Unitj 
Tote  could  break  into  servicing  larjj 
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United  Tote 

tracks  with  bigger  "hand- 
les," that  is,  the  total  amount 
bet  on  a  particular  race. 

The  Shelhamers  targeted 
Autotote  Systems,  a  com- 
pany with  revenues  of  S36 
million  and  profits  2lA 
times  those  of  United,  that 
had  been  bought  in  1979 
by  Thomas  H.  Lee,  the 
well-known  Boston  lever- 
aged buyout  specialist.  To- 
gether the  two  companies 
would  have  commanded 
about  half  of  the  total  U.S. 
market.  The  new  company 
would  have  been  about  as 
big  as  the  only  other  signifi- 
cant tote  manufactuerer, 
Am  Tote,  a  subsidiary  of 
General  Instrument,  now 
wholly  owned  by  Forst- 
mann  Little. 

Lawyers  from  four  major 
firms,  including  one  anti- 
trust expert  from  Washing- 
ton, D.C.,  assured  the  Shel- 
hamers that  there  would  be 
no  problem  with  the  trust- 
busters.  Some  advice! 
Three  days  after  the  merger 
was  completed,  they  were 
called  and  told  the  antitrust 
division  of  the  Justice  De- 
partment was  considering 
challenging  the  deal. 

Thus  began  nearly  two      ■^^B 
grueling  years  for  the  Shel- 
hamer family. 

Once  the  merger  was  completed 
the  two  companies  were  financially 
intertwined,  but  with  the  Justice  De- 
partment challenge  it  became  impos- 
sible to  integrate  the  operations,  ex- 
cept to  discuss  essential  financial  in- 
formation, until  the  courts  could 
decide  the  case.  While  the  companies 
waited,  they  were  forced  to  remain 
separate.  Literally,  they  were  not  sup- 
posed to  talk  to  each  other.  Nice  way 
to  run  a  business. 

That  was  only  half  of  it.  The  origi- 
nal lenders  on  the  deal,  U.S.  Bank  of 
Washington,  Maryland  National 
Bank  and  Wembley,  Pic,  a  large 
shareholder  of  United,  had  made  a 
bridge  loan  to  finance  the  cash  por- 
tion.  It  was  expected  that  they  would 
refinance  this  short-term  loan  once 
the  deal  closed,  but  Maryland  Nation- 
al was  in  financial  difficulty,  and  it 
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Granddaughter  Jamie  Shelhamer 

The  third  generation  at  United  Tote. 


refused  to  refinance  the 
bridge.  With  the  deal  in 
limbo,  no  other  lender 
would  touch  it. 

The  Shelhamers  were  left 
with  261/2%  of  the  stock  of 
the  new  company,  also 
called  United  Tote,  plus 
preferred  stock.  Tom  Lee 
and  his  partners  in  Auto- 
tote got  $40  million  in 
cash,  debentures  and  36% 
of  the  stock  of  the  com- 
bined company.  Britain's 
Wembley  got  a  20%  stake  in 
the  combined  operation 
and  some  preferred  stock 

So  there  everyone  sat 
The  situation  was  hopeless- 
ly tangled,  and  the  twe 
companies  could  not  trul) 
coordinate  in  any  way. 

As  chief  financial  officer 
Linda  Shelhamer  had  tc 
move  to  Newark,  Del.,  Au 
totote's  headquarters.  Lin 
da,  a  lawyer  and  CPA,  ha< 
handled  the  family's  nego 
tiations  with  Autotote' 
shareholders,  lawyers  anc 
bankers  on  the  East  Coas 
in  the  merger.  While  shi 
looked  after  the  family's  in 
terests,  her  photographe 
husband  tended  their  fou 
children,  then  ages  3  to  1 1 

The     Shelhamers    wen 


a  bentley  for  those 

Executives  Who 

Demand  performance 

in  A  Slow  economy 


When  running  a  business  in  a  slow  economy,  perfor- 
mance means  making  the  engines  of  productivity  rum  for 
less  capital.  When  purchasing  a  motor  car,  it  means  get- 
ting the  power  and  prestige  of  a  Bentley  for  a  surprisingly 
affordable  "price.  If  this  is  your  goal,  the  new  Brooklands 
has  been  designed  by  Rolls-Royce  Motor  Cars  for  you 
Two  and  a  half  tons  of  steel  sculpture,  the  ultimate  union 
of  advanced  technology  and  the  craftsman's  skill.  A  6.75 


liter  power  plant  built  and  balanced  totally  by  hand.  The 
same  state-of-the-art  automatic  ride  control  found  in  the 
legendary  Bendey  Turbo  R.  A  cockpit  where  every  inch  of 
premium  Connolly  hide  and  glistening  burl  veneer 
breathes  elegance  and  exclusivity.  At  $138,500?  however, 
the  Brooklands  costs  only  a  little  more  than  lesser 
luxury  sedans.  For  a  more  detailed  presentation,  please 
contact  your  authorized  dealer  or  call  1-313-350-0500. 
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©  Rolls-Royce  Motor  Cars  Inc.,  1992.  The  name  "Brooklands"  is  a  trademark,  and  the  names  "Bentley"  and  "Turbo  R"  and  the  badge  and  radiator  grille  are  registered  trademarks. 

•Manufacturer's  suggested  retail  price.  Taxes,  title  and  registration  fees  additional 


Geographique. 
Around  the  world  in  24  hours. 


The  world  has 
never  before 
seen  a  watch 
quite  like  the 
mechanical 
geographique: 
fashioned  in  18 

K    GOLD.    IT 

automatically 
shows  the 
local  time  and 
date  as  well  as 
the  time  in 
every  other 
zone  around 
the  world.    a 
masterpiece  of 
such  distinc- 
tion, which 
also  features  a 
power  reserve 
indicator.  could 
only  come  from 
the  craftsmen  of 
Jaeger-Lecoultre 
the  watchmaker 
with  150  years 
of  tradition. 


Simply   set   the   time 
zone    disc   to   see 
local   time,   day   or 
night.   anywhere   in 
the   world. 


<Jaeger-leCoultrp» 


HWR  JEWELERS.  318  S.  GALENA.  ASPEN,  CO  (303)  925-4610  •  DE  BOULLE.  5550  PRESTON  RD..  DALLAS,  TX 
(214)  522-2400  •  JENSEN  8.  STERN.  351  LEADVILLE  AVE.  N.,  KETCHUM,  ID  (208)  726-2361  •  FACETS.  RADISSON 
PLAZA  VII.  MINNEAPOLIS,  MN  (612)  375-0554  •  ADLERS.  722  CANAL  ST  .  NEW  ORLEANS,  LA  (504)  523-5292 
TRADITIONAL  JEWELERS.  FASHION  ISLAND.  NEWPORT  BEACH,  CA  (714)  721-9010  ■  PARIS  1925,  1954  UNION  ST.. 
SAN  FRANCISCO,  CA  (415)  567-1925  •  CARROLL  S  FINE  JEWELRY.  1427  4TH.  AVE..  SEATTLE,  WA  (206)  622-9191 
GOODMAN.  GALLERIA  MALL.  ST.  LOUIS,  MO  (314)  727-6681 


FOR   FURTHER   INFORMATION  AND  A  COLOR   CATALOG.   PLEASE   CONTACT    JAEGER-LECOULTRE 
AT    I-600-JLC-TIME    OR    P.O.    BOX    1608.    WINCHESTER.    VA    22604 


United  Tote 

soon  to  get  an  additional  shock.  They 
had  been  led  to  believe  that  Autotote 
Chief  Executive  James  Pierce  would 
take  his  money  and  retire  and  let  the 
Shelhamers  run  the  whole  show.' 
"The  day  after  the  deal  closed,  reality' 
set  in,"  says  Lloyd  Shelhamer.  They 
learned  that  Pierce  had  no  intention 
of  stepping  down. 

More  complications.  Three 
months  after  the  deal  closed,  James 
Pierce  discovered  he  had  pancreatic 
cancer;  he  died  within  two  years 
Meanwhile,  he  turned  over  the  chief 
executive's  job  to  A.  Lome  Weil,  previ- 
ously an  Autotote  director.  John  She! 


The  years  of  travail  seem 
have  strenghthened  rath- 
er than  frayed  the 
Shelhamer  family's  uni- 
ty. "We  consider  this 
life  after  death,"  says 
Linda  Shelhamer. 


hamer  became  chief  operating  officer 
Illness  would  strike  again.  It  was  dis- 
covered that  John  Shelhamer,  aftei 
falling,  had  a  blood  clot  in  the  brain 
After  major  surgery,  he  fully  recovered 

In  1991,  a  year  and  a  half  after  tht 
deal  had  closed,  the  Justice  Depart 
ment  prevailed.  The  merger  had  to  b< 
undone.  Negotiations  began. 

The  Shelhamers  wanted  to  get  theii 
assets  back  from  the  combined  opera 
tion,  leaving  Autotote  as  the  publich 
traded  company  and  United  Tote  as; 
private  family  operation. 

A  deal  was  struck.  In  return  fo 
their  26V2%  stake  in  the  company  ant 
their  preferred  stock,  the  Shelhamer 
took  back  United  along  with  $1( 
million  of  the  combined  company' 
debt.  Recently  they  sold  their  interes 
in  several  greyhound  tracks  to  thei 
joint  venture  partner,  and  used  th 
proceeds  to  help  pay  off  some  debt 
Now  the  company  has  no  more  deb 
than  it  had  in  the  late  1980s. 

Remarkably,  the  years  of  trava 
seem  to  have  strengthened  rat  lie 
than  frayed  the  Shelhamer  family 
unity.  "We  consider  this  life  afti 
death,"  says  Linda  Shelhamer. 

Although  they've  gotten  the 
company  back,  the  Shelhamers  m 
new  problems.  The  racetrack  bus 
ness,  beset  by  competition  from  oth< 
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UNITED  MEXICAN  STATES 


The  privatization  of  the 
commercial  banking  system  of  Mexico. 

From  April  1991  to  July  1992,  the  Mexican  Government 

sold  its  controlling  interest  in  Mexico's  18  commercial 

banks  for  a  weighted  average  multiple  of: 

3.1  times  book  value 

and 
14.7  times  earnings. 

The  aggregate  proceeds  to  the 

United  Mexican  States  exceeded 

$12,600,000,000. 


The  undersigned  acted  as  General  Advisor  to  the  Bank 
Privatization  Committee  of  the  United  Mexican  States. 


t&lCS  First  Boston  Group 


United  Tote 


forms  of  gambling,  is  floundering. 
Despite  that,  United  Tote  earned 
about  $2.5  million  before  taxes  on 
sales  of  $30  million. 

The  name  of  the  game  is  technol- 
ogy, which  is  becoming  more  compli- 
cated. Track  owners  believe  the  an- 
swer to  their  problems  is  interstate 
gambling,  where  gamblers  in,  say, 
Chicago  can  bet  on  races  at  Santa  Ana 
in  California  or  at  Hollywood  Park  in 
Florida  or  any  of  20  different  tracks  at 
the  same  time.  Under  such  a  system, 
the  Santa  Ana  or  Hollywood  Park 
owner  receives  a  portion  of  the  han- 
dle, typically  5%,  in  return  for  provid- 
ing access.  After  the  handle  reaches  a 
certain  minimum,  the  tote  company 
also  garners  a  piece  of  the  action, 
which  might  be  half  of  1%. 

But  all  this  requires  sophisticated 
technology  and  software,  which  each 
company  claims  to  have.  "Soon  we 
will  have  50%  of  the  tote  market," 
brags  Autotote's  Weil.  He  also  says 


that  Autotote's  technology  is  superior 
to  both  AmTote's  and  United's.  Not 
so,  says  Linda  Shelhamer.  "To  say  our 
intertrack  technology  is  inferior  is 
oudandish."  Am  Tote  defends  its 
technology  as  vigorously. 

While  market  share  figures  are  in 
constant  dispute  in  this  bitterly  com- 
petitive industry,  as  things  now  stand, 
the  Shelhamers'  United  Tote  claims  it 
dominates  the  small  track  market, 
with  140  of  the  300  or  so  installations 
in  the  U.S.  and  Canada.  AmTote  has 
fewer,  but  since  its  typical  customer  is 
much  bigger,  it  remains  the  biggest 
company  in  the  business.  But  it  has 
faded.  Recently  AmTote  lost  two  big 
contracts  to  Autotote.  Forstmann 
Little  has  put  AmTote  up  for  sale, 
with  so  far  no  takers. 

The  Shelhamers  believe  that  Am- 
Tote's technology  had  become  out- 
moded because  its  machines  were  too 
expensive  and  couldn't  adapt  quickly 
to  the  changing  market.  But  with  the 


frenzy  of  new  competition  among  the 
three,  they  are  all  scrambling  to  up- 
grade their  technologies. 

None  of  this  complexity  seems  to 
have  disturbed  the  Shelhamer  family's 
remarkable  equanimity.  At  Cabin 
Creek  Ranch  the  cook  serves  lunch  to 
the  family  and  company  employees  as 
if  they  were  ranch  hands.  The  men 
often  wear  jeans  and  cowboy  boots, 
the  women  are  just  as  casual. 

Grandpa  Lloyd  Shelhamer,  whose 
father  supplied  remounts  to  the  U.S. 
Cavalry,  still  saddles  up  his  Cadillac 
and  drives  proudly  across  his  vast 
acreage.  He  points  out  to  visitors  rock 
outcroppings  where  Blackfoot,  Chey- 
enne and  Crow  Indian  drawings  can 
still  be  seen  and  the  spot  where  on 
July  25,  1806  William  Clark  of  the 
famous  Lewis  and  Clark  expedition 
camped  on  the  Yellowstone  River, 
one  mile  to  the  east. 

Something  tells  us  these  people  are 
survivors.  Bl 


It's  a  real  ranch 

The  Shelhamers  feed  3,000  head  of  cattle  at  Cabin  Creek 
and  the  Thirty  Mile  ranch  next  door.  The  profits  from  the 
tote  operation  once  kept  all  this  going. 
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Everywhere. 


STAYING  PRODUCTIVE 
AWAY  FROM  THE  OFFICE 


The  HP  DeskJet  Portable. 


$ 


599. 


Hewlett-Packard  presents  the  DeskJet 
for  the  jet  set.  The  new  HP  DeskJet 
Portable  printer  lets  you  create  great- 
looking  documents  anywhere  you  go. 

It's  small  enough  to  fit  in  a  briefcase 
and  weighs  only  4.4  pounds.  But  the 
DeskJet  Portable  prints  high-quality 
300  dpi  black  and  white  text  and 
graphics  on  plain  paper,  transparencies 
or  labels. 

It's  everything  you  expect  from  your 
office  printer  in  a  portable  package. 
Compatibility  with  most  major  software. 
A  fast  print  speed  of  up  to  three  pages 
per  minute.  A  wide  variety  of  typefaces, 
sizes  and  styles.  And  Hewlett-Packard 
inkjet  technology,  so  you  don't  have  to 
sacrifice  print  quality  for  portability. 

The  DeskJet  Portable  is  built  tough  to 
take  more  than  the  usual  amount  of 
jostling.  And,  to  make  it  even  more 
versatile,  an  optional  rechargeable 
battery  is  available,  along  with  a  World- 
wide Rapid  Recharger,  a  50 -page  cut- 
sheet  feeder  and  a  handy  carry  w%  case. 

To  top  it  off,  the  DeskJet  Portable  has 
a  price  tag  befitting  its  small  size.  Just 
$599.*  Who  says  you  can't  take  it  with 
you?  Call  1-800-552-8500,  Ext.  7108,t 
for  the  name  of  the  authorized  HP 
dealer  nearest  you.  To  receive  informa- 
tion by  fax  call  1-800-333-1917,  choose 
HP  FIRST,  document  #9606. 


DeskJet  Printers 
Make  it  happen. 


■4 


c  1992  Hewlett-Packard  Company  PE  12215 

'Suggested  U.S.  list  price.  Optional  cut  sheet  feeder  not  included. 

tin  Canada,  all  1-StX)  387-3867,  Ex!. 7108. 
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Medical  stocks  have  gone  from  darlings  to  deadbeats. 
Is  it  time  to  buy?  Selectively,  yes,  says  Walter  Channing, 
an  accomplished  venture  capitalist  in  health  care. 

The  health 


hangover 


By  Gretchen  Morgenson 

Investors  in  medical  stocks  have  a 
bad  case  of  indigestion.  They  binged 
on  $6.1  billion  in  biotech  and  health 
care  stock  offerings  in  the  first  nine 
months  of  the  year,  buying  right  into 
a  falling  market.  The  net  asset  value  of 


the  Fidelity  Select- Biotechnology 
Fund,  for  instance,  is  off  28%  since 
Jan.  1.  Some  of  those  investors  who 
tripped  over  themselves  to  buy  the 
hot  issues  are  now  selling.  Net  re- 
demptions of  the  Fidelity  fund  came 


Venture  capitalist  and  sculptor  Walter  Channing  Jr.  at  his  Long  Island  farm 
Forget  the  Nobel  Prizes.  Look  for  joint  ventures  with  big  drug  companies. 
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to  $4  million  in  the  first  nine  months 
of  1992. 

With  the  emotional  buyers  now 
emotional  sellers,  is  it  time  for  cooler 
heads  to  step  in  and  buy?  Yes,  says 
Walter  Channing  Jr.,  52,  a  venture 
capitalist  with  an  enviable  record  in 
financing  new  medical  companies.  As 
the  population  ages,  he  says,  the  de- 
mand for  new  drugs  and  better  health 
care  will  for  years  far  exceed  the  sup- 
ply. But  Channing  is  extremely  selec- 
tive. He  doesn't  say:  Buy  the  group. 
He  is  particularly  suspicious  of  the 
startups  that  sell  on  the  strength  of 
their  scientists'  fame  rather  than  on 
the  prospects  for  a  specific  drug. 

As  a  general  partner  of  New  York 
City-based  cw  Group,  Channing  has 
invested  in  some  40  health  care  start- 
ups over  the  past  decade.  He  runs  five 
venture  funds,  totaling  $118  million, 
dedicated  to  health  care,  three  of 
which  have  done  ex- 
™|  tremely  well,  the  oth- 
I  ers  being  too  young  to 
s   judge. 

For   someone    who 
makes  some  of  his  big 
gest  hits  getting  into 
research  outfits  on  the 
ground    floor,    Chan- 
ning    is     surprisingly 
skeptical  of  many  bio- 
tech   startups.    "Wall 
Street  packages  these 
companies    like    Mike 
Ovitz     packages     hi* 
movie      stars,"      says 
Channing.    They    as^, 
semble  the  top  scien- 
tists and  the  best  brains 
and  hope  that  a  break- 
through comes  along. 
"Look  at  the  prospec- 
tuses on  some  of  the 
hottest  companies,  likel 
Alkermes  and  Genetics 
Institute  [now  a  part  ol 
Chiron].     They     sayl 
'We're  working  on  thd 
central  nervous  systeirl 
or     the     blood/brainj 
barrier,'     but    they'rci 
very    vague.    They've 
got  the  Nobel  Prizes 
but    they've    got    na 
product." 

For  just  such  rel 
sons,  Channing  is  coo 
on  some  of  the  hottest 


Forbes  ■  November  9,  199i 


To  some  this  glass  is  half  full. 
Tb  our  flight  attendants  it's  definitely  half  empty 


On  every  British  Airways  flight  our  highly  trained  staff  pays  special  attention  to  even  the  smallest  detail.  So  you 
always  arrive  refreshed  and  ready.  It's  the  way  we  make  you  feel  that  makes  us  the  world's  favourite  airline. 


British  Airways 


The  world's  favourite  airline* 


ONLY 

MANAGEMENT  RECRUITERS 
^  DELIVERS  THIS 


Nationwide  coverage  -  600  offices... 

•  2,000  search  specialists...  we  know  your  industry 

•  World's  largest  and  most  comprehensive  candidate  data  base 

•  Over  25,000  successfully  completed  search  assignments  during  1991  alone 

Personalized  candidate  relocation  services... 

•  City  to  city  cost  of  living  comparisons 

•  Free  financial  and  tax  advice  (rollovers  of  pension,  401(k),  profit  sharing) 

•  National  interstate  moving  services  at  over  50%  cost  reduction 

•  Free  guided  tours  and  real  estate  orientation  in  new  city 

•  National  discount  mortgage  program  for  your  new  employees 

Look  in  the  white  pages  for  the  Management  Recruiters 
office  nearest  you. 


EH 


MANAGEMENT 
RECRUITERS* 

The  search  and  recruiting  specialists© 


Transfer  your 

BRA  to  a  top-ranked 

mutual  fund. 

Here  are  two  solid  reasons  to  transfer  your  IRA.  to  Twentieth  Century: 
Select  Investors  is  ranked  #2  and  Growth  Investors  is  ranked  #4 
out  of  324  long-term,  taxable  funds  in  the  country  for  their  perform- 
ance over  the  20-year  period  ending  June  30, 1992.*  For  more 
complete  information  about  a  Twentieth  Century  IRA,  including 
charges  and  expenses,  call  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

Call  for  a  free  IRA  transfer  kit: 

1-800-345-2021 

*  Ranked  by  Upper  Analytical  Services,  Inc.,  an  independent 
mutual  fund  ranking  service.  Past  performance  does  not 
guarantee  future  results.  RQ_  ^  ^^  ^^  MQ  m4h  ^ 


No -Load  Family  of  Funds 
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companies  out  there  (see  table,  p.  128). 
Examples:  Isis  Pharmaceuticals  and 
Genetic  Therapy,  two  companies  try- 
ing to  block  diseases  by  altering  cell, 
behavior  at  the  gene  level.  Charming 
says:  "You  get  excited  reading  the 
stuff,  but  I  don't  see  where  the  prod- 
ucts are.  This  is  first- generation  science 
and  often  the  first  wave  is  not  the  best." 
ImmuLogic  Pharmaceutical  is  an- 
other example  of  a  company  that, 
according  to  Channing,  is  deep  in 
science,  deep  in  discovery,  but  not 
ready  to  say  what  its  products  are 
going  to  look  like.  Losses  are  balloon- 
ing at  all  three  of  these  outfits,  but 
investors  remain  hopeful.  "They're 
money-raising  machines,"  he  says. 


"Look  at  the  prospec- 
tuses on  some  of  the  hot- 
test companies,  like 
Alkermes  and  Genetics 
Institute.  They  say, 
'We're  working  on  the 
central  nervous  system  or 
the  blood/brain  bar- 
rier,' but  they're  very 
vague.  They've  got  the 
Nobel  Prizes,  but  they've 
got  no  product." 


Okay,  so  what  does  he  like  now? 
Look  for  companies  that  have  definit 
products   in   mind,   says   Channing 
And  the  product  or  service  should  b 
compelling  enough  that  the  compan 
has  struck  a  joint  venture  deal 
financing  arrangement  with  a  big 
established  pharmaceutical  company 
"These  deals  are  not  just  windov 
dressing,"  says  Channing.  "They  arc 
excellent    due    diligence.    Nobod; 
knows  the  problems  of  getting  drug, 
to  market  like  a  Lilly  or  Merck."  Jus 
make  sure  the  structure  of  the  dea 
leaves  some  equity  ownership  in  th 
product  with  the  company  where  th 
science  originated.  Among  the  outfit 
he  likes  that  fit  this  category  is  Cilv 
corned,  which  is  working  with   I 
Lilly  on  treatments  for  cardiovascul.i 
disease. 

Channing  keeps  his  eyes  on  thre 
shifts  now  taking  place  in  the  hcalt 
care  industry  that  will  provide  trcmci 
dons  opportunities  for  the  private  sd 
tor,  regardless  of  who  wins  the  Whit 
House.  The  first  is  the  shift  from  tli 
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Credit  Suisse's  success  is  rooted  in  the  free-enterprise 
traditions  of  one  of  the  world's  longest-established 
democracies.  We  combine  the  essential  qualities  of 
Swiss  stability,  security  and  reliability  with  a  dynamic 
global  presence. 


Credit  Suisse,  in  partnership  with  CS  First  Boston 
Group,  Inc.,  is  one  of  the  world's  leading  international 
financial  services  groups.  Full-service  banking 
backed  by  solid  Swiss  tradition  -  it's  a  combination 
that's  hard  to  beat. 
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We  do  more  to  keep  you 


* 


at  the  top. 


CREDIT  SUISSE 
CS 


iead  Office:  Zurich/Switzerland:  Represented  in  all  major  international  financial  centres.  In  the  USA  and  Canada:  New  York  •  Los  Angeles  ■  Atlanta  •  Calgary  •  Chicago  •  Houston  •  Miami  ■  Montreal  • 

San  Francisco  •  Toronto  ■  Vancouver 
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Through  commitment, 

innovation  and  technological 

leadership,  Samsung 

has  become  one  of  the  world's 

fastest-growing  resources. 

Not  only  are  we  at  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  in 

chemicals  and  engineering  as 

well.  Below  are  just 

a  few  examples  of  how  we're 

making  technology  work 

for  everyone.  For  more,  write  P.O. 

Box  260,  Ridgefield  Park, 

NJ  07660.  Fax  201-229-6058. 

SAMSUNG 

Technology  that  works  for  life. 
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ELECTRONICS 

64  M  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

Laser  disc  player 

279-gram  cellular  phone 

Handwriting  recognition  PC 

ENGINEERING 
Double-hull  oil  tanker 
Liquified  natural  gas  tanker 
Panamax  container  ship 
Post-Panamax  container  crane 
MX  series  excavators 

CHEMICALS 
Alpha  Interferon 
1PP  superfine  wool 
Petrochemicals 

©  1992  The  Samsung  Group 
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Follow  the  trends 

Company/business 

Health  care  picks 

Glycomed*/carbohydrate  therapeutics  for  cardiovascular  disorders 
GMISVcost-containment  data  services  to  insurers 
Medstat  Systems/medical  benefits  software 
National  Rehab  Ctrs*/outpatient  rehabilitation  services 

. . .  and  pans 

Genetic  Therapy/gene  therapy 

ImmuLogic  Pharmaceutical/treatment  of  autoimmune  disease 

Isis  Pharmaceuticals/disease-blocking  cell  research 

'Holding  of  CW  Group. 
Source:  CW  Group 


Mktcap 
($mil) 


$114.0 
76.0 
97.0 
44.0 


87.2 

109.6 

70.7 


Revenues 
($mil) 


$3.5 
8.7 
18.0 

24.4 


Jnce- 


0.1 
3.2 
6.3 


12/91 


17% 

24 

215/8 
16V4 


15V4 

19 
13% 


recent 


9% 

18% 
17% 
11% 


9% 

91/4 

5% 


Instead  of  betting  on  the  next  recombinant  blockbuster,  venture  capitalist  Channing  suggests 
playing  three  big  trends:  chronic  care,  preventive  care  and  measurement  of  health  care  performance. 


treatment  of  acute  illnesses  like  heart 
attacks  to  chronic  ones  like  ulcers. 
About  4  million  Americans  suffer  from 
ulcers,  a  market  that  has  helped  create 
three  billion -dollar  (worldwide) 
drugs,  SmithKline  Beecham's  Taga- 
met, Glaxo's  Zantac  and  Merck's  Pep- 
cid. Other  chronic  diseases:  arthritis, 
with  26  million  U.S.  patients;  osteo- 
porosis (weak  bones),  18  million;  al- 
lergies, 16  million.  They  are  all  waiting 
for  better  drug  treatments. 

The  losers  in  this  shift  to  chronic 
care  will  be  the  hospital  chains.  Built 
to  treat  people  who  are  acutely  ill, 
large  hospitals  are  now  trying  to  ex- 
pand into  the  business  of  treating 
chronic  patients.  Because  of  their 
massive  overheads,  this  is  for  most  a 
moneylosing  proposition. 

Winners  will  be  companies  setting 
up  outpatient  clinics  for  physical  ther- 
apy, allergy  treatments,  cardiac  care, 
outpatient  surgery  and  treatment  of 
work-related  injuries.  That's  a  $100 
billion  market,  Channing  says. 

One  player  is  National  Rehabilita- 
tion Centers,  a  Brentwood,  Tenn. 
company  that  rehabilitates  employees 
injured  on  the  job,  and  promises  earli- 
er returns  to  work  than  other  compa- 
nies in  the  field.  The  chain,  which 
went  public  a  year  ago  at  13,  has  40 
clinics  in  11  states.  It  had  sales  of  $25 
million  last  year,  up  from  $13  million 
the  year  earlier.  Channing's  group  has 
been  an  investor  since  1985,  when  the 
company  was  founded;  the  venture 
firm  now  owns  13%.  Recent  price: 
HVfe,  or  23  times  trailing  earnings. 
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Trend  number  two:  the  growth  in 
the  business  of  prevention,  the  treat- 
ment of  what  Channing  calls  "the 
worried  well."  He  says:  "These  are 
people  who  know  their  parents  died 
of  heart  disease,  don't  have  the  symp- 
toms themselves  but  want  to  offset 
the  risk  of  the  disorder."  The  prob- 
lem? Finding  a  way  to  measure  costs 
and  yields  of  prevention.  Tokos  Med- 
ical Corp.,  a  company  that  sells  exter- 
nal fetal  monitors,  is  in  a  position  to 
benefit  from  this  trend. 

Trend  three:  quantifying  the  bene- 
fits of  being  fit.  Says  Channing: 
"When  you  can  tell  General  Electric 
what  financial  return  will  come  from  a 
prevention  program,  stand  by  that 
number  and  not  get  paid  until  you 
deliver  it,  that's  a  huge  business 
opportunity." 

Consider,  for  example,  maternity 
and  newborn  costs,  which  account  for 
30%  of  employers'  health  care  bills.  A 
big  part  of  these  costs  comes  from 
caring  for  premature  infants  at  up  to 
$1  million  or  so  each.  An  employer 
paying  for  just  a  few  preemies  is  very 
receptive  to  proposals  for  preventive 
prenatal  care. 

Channing  says  big  payoffs  for 
health  care  investors  in  the  near  future 
will  come  from  new  ways  to  measure 
the  performance  of  drugs,  hospitals 
and  doctors.  Channing  compares  the 
shift  in  today's  health  care  market  to  a 
similar  shift  in  financial  services  40 
years  ago.  Before  then,  money  man- 
agers got  customers  on  the  strength 
of  referrals,  relationships  and  tradi- 


tions. Now  money  managers  live  an 
die  by  their  performance.  Channin 
believes  similar  demands  will  be  put  t 
health  care  providers,  and  compank 
in  the  business  of  measuring  the  qual 
ty  of  care  will  win  big. 

Says  Channing:  "Buyers  and  sellei 
of  health  care  services  are  becomin 
more  objective  and  want  to  measur 
what  programs  do.  You  can  saj 
'Here's  our  track  record  on  apper 
dectomies,'  and  defend  higher  price 
by  having  unassailable  outcomes." 

Not  long  ago,  Channing  woul 
have  guessed  that  insurance  comp; 
nies  like  Cigna  or  Aetna  Life  &  Cast 
alty  would  be  the  biggest  players  i 
measuring  health  care.  But  insurei 
are  now  too  distracted  by  real  estat 
losses  and  weak  balance  sheets  to  b 
creative.  So  software  companies  ai 
moving  in.  "This  could  be  a  $16 
billion  market  by  the  end  of  the  d< 
cade,"  says  Channing.  "But,  excej 
for  eds  [now  part  of  General  Motors 
there  are  no  billion-dollar  compani< 
yet."  One  smallish  participant  is  GMI 
a  Malvern,  Pa.-based  company  -th. 
provides  health  care  cost  data  to  insu 
ers.  The  company  went  public  in  Ju 
1991  at  13;  at  18%,  the  stock  is  no: 
running  at  34  times  trailing  earning! 

To  call  the  biotech  and  health  ca; 
industries  risky  is  a  severe  understate 
ment;  shares  of  Centocor  and  Genjj 
to  name  two,  have  had  one  day  loss 
above  35%.  But  the  upside  is  one 
the  more  appealing  available  to  inve 
tors  today.  As  long  as  there  are  pain 
so  too  will  there  be  gains.  I 
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If  the  answer  to  any 
of  these  questions  is 
'no',  perhaps  you 
should  consider  an 
investment  man- 
agement team  that 
would  allow  you  to 
answer  all  of  these 
questions  yes'  -  Trust 
Company  of  the 
West  and  the  other 
members  of  the 
TCW  Group.  TCW 


Have  a  20  year  cumulative  record  with 
the  same  equity  account  that  has  sig- 
nificantly outperformed  the  S  &  P  500? 


Offer  5  different  equity  alternatives? 


Offer  7  different  fixed  income  alterna- 
tives, including  one  whose  performance 

would  rank  in  the  top  3%  of  the 
Russell  Universe  of  U.S.  fixed  income 

accounts  for  the  past  8  years 
and  in  the  top  1%  for  5  of  those  years? 


Offer  expertise  in  30  separate 
investment  areas? 


Have  an  investment  record  that 

has  enabled  it  to  grow  assets 

under  management  from  $8  million  to 

$30  billion  in  the  last  20  years? 


emphasizes  risk  consciousness,  value  and 
quality.  It  is  considered  by  many  professionals 
to  be  the  most  diversified  investment 


management 
company  in  the 
industry.  TCW  has 
the  expertise  to  allo- 
cate assets  among  a 
variety  of  investment 
disciplines.  For  in- 
formation on  Private 
Client  Services 
for  individuals, 
family  trusts,  foun- 
dations and  other 
eleemosynary 
institutions  with  assets  of  $5  million  or 
more,  please  contact  Richard  E.  Waldron, 
Managing  Director,  at  (213)  244-0500. 


Trust  Company  Of  The  West 


ih<r   ..I    ihp    TCW    Gr 


865  S.  Figueroa  St.,  Los  Angeles,  CA  90017  •  (213)  244-0000 
200  Park  Ave.,  New  York,  NY  10166  •   (212)  297-4000 
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Meshulam  Riklis  is  an  asset  shuffler.  His  creditors  think 
they  may  have  their  hands  on  some  of  his  stash,  but  they 
may  be  underestimating  the  old  rogue. 

Buried  treasure 


By  Riva  Atlas 


Last  January  Donald 
Trump  won  a  suit  against 
Meshulam  Riklis  for  rent 
past  due  on  the  Riklis  office 
suite  in  Manhattan's  Trump 
Tower.  But  Riklis  had  the 
last  laugh.  He  had  put  the 
lease  in  the  name  of  a  divi- 
sion of  his  McCrory  Parent 
Corp.,  now  under  bank- 
ruptcy court  protection. 

Trump  thus  joins  a  long 
list  of  Riklis  creditors. 
Good  luck,  Donald.  All 
four  of  the  publicly  fi- 
nanced companies  Riklis 
has  controlled  are  now  in 
Chapter  11,  with  junk 
bond  debts  nearing  $2  bil- 
lion. There's  McCrory  Par- 
ent, a  corporate  shell  that  ^^^B 
holds  what's  left  of  the  old 
Rapid -American  Corp.  Then  there  is 
McCrory  Corp.,  a  variety  store  chain 
Riklis  bought  in  the  mid-1950s  that  is 
now  only  dimly  connected  to 
McCrory  Parent.  Next,  E-II  Hold- 
ings, a  company  that  Riklis  bought 
from  American  Brands  in  1988  but  is 
likely  to  go  to  bondholders  in  a  reor- 
ganization. Last,  Riviera,  Inc.,  which 
owns  the  ailing  Riviera  Hotel  &  Casi- 
no in  Las  Vegas. 

Investors  who  have  held  bonds  in 
these  Riklis  entities  have,  for  the  most 
part,  fared  very  poorly.  But  Meshulam 
is  laughing  all  the  way  to  bankruptcy 
court.  Over  the  past  eight  years  he  has 
funneled  at  least  $180  million  from 
the  four  companies  into  a  limited 
partnership  he  controls,  World  Wide 
Financial,  and  its  affiliates.  The  part- 
nership is  owned  by  Riviera,  Inc. 

World  Wide  may  turn  out  to  be  this 
dealster's  buried  treasure.  World 
Wide  indirectly  owns  all  the  equity  of 
McCrory  Corp.,  which  is,  of  course, 
not  worth  much  now.  It  owns  several 


Meshulam  Riklis 

Will  he  have  the  last  laugh? 


private  companies  that  did  business 
with  Riklis'  larger  companies,  plus  a 
minority  interest  in  American  Recrea- 
tion Group,  a  bicycle  company  with 
$91  million  in  revenues.  World  Wide 
also  owns  Riklis'  management  com- 
pany, which  has  collected  $18  million 
from  McCrory  Parent,  McCrory  and 
ETI  since  1983.  There's  also  an  in- 
dication that  Riklis  holds,  or  has 
held,  other  investments  through 
World  Wide,  since  this  partnership 
reported  $14  million  of  interest  in- 
come in  1990. 

World  Wide  Financial's  historically 
most  profitable  holding  appears  to  be 
World  Wide  Computer,  which  took 
in  at  least  $102  million  in  fees  from 
McCrory  Corp.  and  other  Riklis 
firms.  For  what?  Ostensibly,  World 
Wide  Computer  provided  computer 
and  communications  services.  But  no 
sooner  had  McCrory  Corp.  filed  for 
reorganization  than  its  management 
informed  the  court  that  these  services 
could  be  done  cheaper  elsewhere — 


in-house,  as  it  turns  out. 

Just  how  much  money  went  into 
this  treasure  chest?  Lots,  according  to 
its  tax  returns.  In  1987  World  Wide 
Financial's  capital  almost  doubled,' 
from  $67  million  to  $128  million,  in 
large  part  because  of  an  extraordinary 
$100  million  dividend — probably 
from  one  of  its  portfolio  companies. 
The  following  year  Riviera  took  a  $70 
million  distribution  from  World 
Wide.  It  isn't  clear  where  it  ended  up. J 

As  recendy  as  1990  World 

Wide's    capital    stood    at 
$112  million. 

No  wonder  creditors  aj 
drooling 

They  may  be  disappoint- 
ed. In  principle,  bondhold 
ers  and  other  creditors  o: 
Riviera  can  reach  all  of  Riv- 
iera's assets,  including  the 
World  Wide  partnership 
But  Riklis  has  a  fierce  drag 
on  guarding  this  trove.  The 
partnership  agreement 
gives  him  the  right  to  hold 
off  making  any  partnership 
distribution  until  2033. 

Riklis  has  grandly  offered 

to  hand  over  100%  of  tht 

reorganized  casino's  equit) 

to  bondholders  if  they  wil 

just  keep  their  hands  of 

World  Wide.  As  for  the  un 

secured  creditors,  they  may  ask  th< 

U.S.  Bankruptcy  Court  in  Las  Vegat 

to  override  that  rule  on  distributions 

but  it  is  not  clear  they  would  succeec 

in  getting  any  money  that  way 

Besides  wanting  to  keep  creditors 
mitts  off  any  of  World  Wide's  salabl(|fn 
assets,  Riklis  evidently  aims  to  kcejl 
control  of  at  least  one  of  his  operating 
entities,  namely  McCrory  Corp.  Al 
though  World  Wide's  equity  stake  ii 
McCrory  would  likely  be  eliminate* 
in  a  reorganization,  Riklis  has  tol 
some  McCrory  Corp.  creditors  tha 
he    controls    millions    in    McCrori 
bonds— enough    to   potentially   ob  I 
struct  any  reorganization  plan. 
Bond  traders,  betting  that  the  cas: 


( 
s 


h 


no  Riklis  is  walking  away  from  still  lis  J 
substantial  value,  have  bid  up  Riv< 
era's  $126  million  (face  value)  of  jud 
bonds,  from  45  cents  on  the  dollar  i  [ 
late  1991,  to  a  recent  72  cents.  That 
a  pretty  hefty  bet   on  the  diffid 
prospect  of  getting  the  better  of  J 
shulam  Riklis. 
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IT'S  NOT  SO  FAR  EAST  ANYMORE 


Northwest  to  Asia, 
est  Pacific  service  to  key  business  destinations* 


RTHWEST  JUST  BROUGHT  ASIA  HOURS  CLOSER.  At  Northwest,  we  know  people  prefer  to  get  to  their  business  destination  sooner 

aril  tr  than  later.  So  we  figured  we'd  knock  several  hours  off  our  flights  to  many  Far  East  destinations,  giving  you  more  time  once  you've  arrived. 

And  now  we're  faster  to  many  Asian  destinations  than  any  other  major  airline.  In  fact,  we've 
reduced  our  transit  times  through  Tokyo  by  up  to  three  hours.  That's  up  to  three  extra  hours  to  prep 
for  a  meeting,  take  a  nap  or  do  anything  else  you  might  want  to  do. 

As  usual,  Northwest  offers  the  most  nonstop  flights  from  the  U.S.  to  Tokyo,  Seoul  and  Osaka.  And 
while  you're  in  the  air  with  us,  you'll  be  treated  to  a  host  of  new  amenities,  like  Executive  Class  mini- 
sleeper  seats,  enhanced  meal  service  and 
roved  audio  and  video  programming.  All  of  which  are  good  reasons  why  Northwest 


w  York/JFK 
Hong  Kong  . . . 
ston 

Manila 

icago 

Bangkok 

attle/Tacoma 
ii  Singapore .... 


hwest.  The  leading  airline  to  Asia.  Now  with  the 
KJ    st  service  of  any  airline  to  many  Far  East  cities. 


.,...  1  hr  10  min  faster 
.\.  1  hr  25  min  faster 
...  1  hr  30  min  faster 
. . .  2  hr  55  min  faster 


NORTHWEST  AIRLINES 

Some  People  Just  Know  How  To  Fly. 


e  leading  U.S.  airline  to  Asia.  So  the  next  time  you're  flying  to  one  of  our  15  Asian         CALL  YOUR  TRAVEL  AGENT  OR  NORTHWEST 


inations,  fly  the  airline  that  shortened  the  trip. 


1-800  447  4747 


ates  the  difference  between  scheduled  flight  times  for  Northwest  and  the  carrier  with  the  next  fastest  scheduled  flight,  for  travel  between  October  1. 1992  and  October  8. 1992.  Times  are  based  on 
-hi  d  schedules  as  of  September  18. 1992  for  all  carriers  scheduled  from  point  of  origin  to  destination,  in  its  entirety.  Actual  flight  times  may  vary  and  schedules  are  subject  to  change. 
'12  Northwest  Airlines.  Inc. 
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IF  YOU  THINK  HIGH  TECHNOLOGY  REQUIRES  INNOVATIO)  I 
IMAGINE  INSURING  IT.  Advanced  scientific  disciplines  like  solar  cell  technology  and  gen  fl 
engineering  are  exploding  with  possibilities.  And  fraught  with  hidden  risks.  The  pwfessionals  at  AIG  Companies  i 
underwrite  these  and  other  specialty  risks  possess  a  much-sought-after  talent:  the  ability  to  evaluate  the  unknown  < 


HI 


K  less  businesses  on  the  cutting  edge  of  technology.  Over  the  years  we've  developed  the  necessary  rational  skills  and 
jI  dtive  talents  to  a  degree  most  others  have  not.  It's  part  of  why  AIG  is  a  global  organization  known  for  its  innovative 
urance  solutions.  Particularly  when  dealing  with  endeavors  as  complex  as  capturing  the  energy  of  the  sun. 


J— 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270. 


If  you  really  believe  that  increased  government 
spending  solves  problems,  read  this  story. 

Subway  robbery 


By  Jerry  Flint 


TlME:  morning  rush  hour.  Scene:  the 
underground  platform  of  the  West 
103rd  Street  station  of  the  New  York 
subway  system's  Broadway  local.  It's 
gritty  and  hot,  but  the  riders  are 
accustomed  to  that.  What  has  them  in 
a  foul  mood  today  is  that  no  train  has 
appeared  in  the  past  20  minutes. 
Their  already  taut  nerves  pushed  to 
the  anger  point,  a  good  part  of  the 
mob  marches  upstairs  and  shouts  at 
the  token  seller,  demanding  passes  so 
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they  can  walk  seven  blocks  down  to 
the  express  station  at  96th  Street. 

Either  because  she  is  terminally  stu- 
pid or  because  she  has  total  contempt 
for  her  customers,  the  token  seller  sits 
calmly  in  her  bulletproof  Plexiglas 
booth,  seeing  nothing,  refusing  to 
act.  Finally,  a  subway  cop  takes  the 
passes  and  hands  them  out.  But  the  ill 
will  lingers.  It's  not  the  delays,  New 
York's  beleaguered  subway  users  ex- 
pect delays,  it's  the  clerk's  deliberate 


Taken  for  a  ride 
The  taxpayers 
and  fare  payers 
aren't  really 
subsidizing  the 
subway.  They  are 
paying  the  sala- 
ries and  generous 
fringe  benefits 
for  thousands 
of  unneeded 
workers. 


not-my-responsibility  attitude. 

Is  it  any  wonder  that  the  vote 
become   skeptical   these   days   wh 
politicians  promise  them   heaven 
only  they  will  pay  a  bit  more  in  tax 
New  York  City's  taxpayers  are  alrea 
taxed  to  the  ears  to  subsidize   tlui 
filthy   subways — with    upstate    New 
Yorkers  and  even  the  federal  taxpayei 
also  kicking  in.  And  fat  little  they  m 
out  of  it. 

New   York   City's   transit    agenq 
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f   \Qrom  the  moment  you  step  into  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  chaiming.  More 
French.  It  could  he  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour."  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours.  Just  ask  your  ./ 

travel  agent  or  call   ^k 
1-800-SOFITEL. 


m& 


*^^ 


Hotel  Sofitel 

NORTH      AMERICA 


CHICAGO     •     HOUSTON 


LOS  ANGELES 


MIAMI 


MINNEAPOLIS 


SAN  FRANCISCO  BAY 


WASHINGTON  DC.  (PULLMAN) 


Subway  robbery 


manages  the  subway  and  bus  transit 
systems  and  runs  an  operating  budget 
of  $2.7  billion  a  year,  excluding  capi- 
tal spending.  Of  that,  about  20%  goes 
for  power,  maintenance  materials,  li- 
ability and  things  like  that.  The  other 
80%,  or  $2.2  billion,  is  wages,  salaries 
and  fringes.  Total  employment  is 
around  44,000  (that  excludes  5,000 
subway  police),  handling  1.5  billion 
passenger  trips  a  year  in  what  should 
be  a  highly  automated  business. 
Twenty-five  years  ago  fewer  workers, 
just  40,000,  handled  more  riders,  2.1 
billion  passenger  trips. 

The  system's  operating  income, 
mostly  from  fares,  at  $1.25  a  ride 
currently,  is  about  $1.7  billion,  or  $1 
billion  short  of  the  operating  costs. 
New  York  State  and  local  subsidies 
fund  about  90%  of  that  shortfall.  Fed 
eral  subsidies  make  up  the  rest. 

Are  taxpayers,  from  the  school- 
teacher in  Montana  to  a  farmer  out- 
side Syracuse,  subsidizing  the  New 
York  City  subway  rider?  Not  really. 

If  it  were  run  like  a  real  business,  the 
subway  system  could  get  by  with  may- 
be two-thirds  of  those  44,000  em- 
ployees. So  the  taxpayers  aren't  really 
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subsidizing  the  subway.  They  are  pay- 
ing the  salaries  and  generous  fringe 
benefits  for  that  snotty  West  103rd 
Street  transit  clerk  and  thousands  like 
her,  who  owe  their  livelihood  not  to 
the  fact  that  they  are  needed  but  to 
the  fact  that  they  belong  to  a  powerful 
union  that  holds  the  world's  greatest 
city  to  ransom. 

Let's  look  at  the  numbers. 

A  train  operator  makes  $50,000  a 
year.  A  conductor,  who  is  the  second 
guy  on  the  train,  the  one  who  leans 
out  to  see  if  the  doors  are  clear,  makes 
$40,000.  A  token  seller  makes 
$33,000,  a  mop-and-broom  guy  or 
gal  makes  $31,000.  Additional  labor 
costs — Social  Security,  pension  costs, 
medical  insurance — run  $7,000  to 
$10,000  per  worker.  These  are  the 
figures  given  by  the  system,  by  the 
way;  actual  costs  are  probably  some- 
what higher.     ■ 

That  token  clerk?  She  gets  $33,000 
for  breaking  a  $20  bill.  This  isn't 
rocket  scientist  work.  A  bank  teller 
handles  much  more  complicated 
transactions  and  gets  $18,000  a  year 
with  little  job  security.  Yet  these 
$18,000-a-year  tellers  and  others  like 


Bathrooms  are  closed  or  converted 
This  one  is  now  a  newsstand. 
Guess  what  happens? 


them  must  ride  the  subways  to  work! 
so  they  are  taxed  to  pay  people  who! 
earn  nearly  double  what  they  do  and! 
do  not  work  as  hard. 

There  are  3,837  of  these  token] 
sellers,  pulling  down  an  average 
$40,690  a  head  (pay,  plus  those  other 
costs),  for  a  total  of  $  1 56  million.  Any 
modern,  automatic  system  selling 
tickets  or  electronic  debit  fare  cards 
out  of  a  machine — and  they've  beenj 
available  for  years  in  subway  syster 
from  San  Francisco  to  Washington  tc 
Paris  to  Tokyo — would  reduce  thq 
number  of  people  needed,  probablj 
by  half.  You  could  easily  cut  $10( 
million  off  the  wage  bill  by  modernizJ 
ing  the  token  selling  system. 

Why  doesn't  New  York's  Transit 
Authority  management  offer  larg^ 
volumes  of  tokens  at  a  discount  tc 
local  merchants,  who  would  retaiil 
them  to  riders  along  with  newspaper; 
and  lottery  tickets  and  thus  cut  thef 
frustrating  wait  in  line  to  buy  tokens 
Because  until  very  recently,  the  union 
would  not  allow  it. 

Over  35  years,  from  1954  to  1981 
New  York's  transit  workers'  pay  wcr 
up  123%),  after  adjusting  for  inflatior 
In  real  terms,  therefore,  the  avera 
wage  more  than  doubled.  Meat 
while,  the  average  American  worker'] 
paycheck  went  up  14%,  adjusted  to 
inflation. 

Productivity?  Measured  in  re  vend 
miles  per  employee,  the  transit  systel 
workers'  productivity  went   up  5% 
That's  not  5%  a  year,  but  5%  in  tot] 
over  35  years. 

Guess  what  happened?  The  systel 
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Subway  robbery 


Gum  in  the  works 
A  transit  system 
mop-and-broom 
guy  or  gal  makes 
$31,000  a  year, 
plus  over  $7,000 
in  fringes.  With 
clean-up  labor 
priced  so  high, 
it's  no  surprise 
that  the  subways 
are  so  filthy. 


sank  deep  into  the  red,  reaching  ever 
deeper  into  the  pockets  of  taxpayers  in 
Arizona  and  Georgia  as  well  as  in  New 
York  City.  Over  those  35  years  the 
subsidies  grew  from  very  little  to  $1 
billion.  A  clear  transfer  of  income 
from  every  American  to  a  relative 
handful  of  workers.  Says  Dick  Netzer, 
professor  of  economics  and  public 
administration  at  New  York  Universi- 
ty and  a  student  of  the  New  York 
transit  system:  "Most  of  the  subsidies 
[from  1954  to  1989]  went  to  wages." 
Well,  why  shouldn't  subway  work- 
ers make  good  money?  It's  not  terri- 
bly pleasant  work,  and  it  costs  plenty 
to  exist  in  New  York  City.  Wages 
aren't  the  only  problem  in  the  swollen 
labor  costs.  Productivity  is  also  a 
problem.  McKinsey  &  Co.,  the  man- 
agement consulting  firm,  made  a 
study  two  years  ago  and  concluded 


that  in  comparison  with  other  cities' 
transit  systems,  New  York's  big  cost 
bloat  was  not  in  wages  per  se  but  in 
work  rules  and  fringes. 

What  are  these  fringes  and  work 
rules  that  caught  the  attention  of 
McKinsey's  researchers?  Here  are 
some  of  the  more  obvious  ones: 

Swing  pay.  In  transit  you  have  a 
morning  rush  hour  and  an  evening 
rush  hour  and  much  less  demand  in 
between.  A  practical  way  to  handle 
peak  loads  would  be  a  small  core  of 
full-time  operating  people  and  lots  of 
part-timers.  Other  urban  transit  sys- 
tems have  10%  to  15%  part-timers, 
which  holds  down  the  pension,  vaca- 
tion and  other  fringe  costs,  too.  But 
New  York's  transport  workers' 
unions  have  successfully  fought  the 
use  of  part-time  workers;  the  New 
York  transit  system  uses  very  few  or 


none.  Instead,  a  New  York  bus  driver! 
for  example,  is  on  call  for  1 1  hours  1 
day  but  actually  works  only  7  hours] 
But  he  or  she  is  paid  for  9  hours.  Nin« 
hours'  pay  for  7  hours'  work.  Mosij 
other  transit  systems  don't  pay  fo^ 
swing  time. 

Vacation.  After  three  years  on  thd 
job,  every  city  transportation  worked" 
gets  four  weeks'  paid  vacation.  At  .1 
typical  New  York  City  bank,  hardly  a 
model  of  labor  exploitation,  a  clerical 
worker  must  work  1 5  years  to  get  toul 
weeks  off.  Other  cities  give  their  tram 
sit  workers  only  two  weeks  off  aftc] 
four  years. 

Sick  pay.  In  New  York,  12  paid  sicll 
days.  If  they  get  swing  time,  they  arj 
paid  for  nine  hours — extra  pay  for  j 
day  they  don't  work. 

Nijjbt  pay.  In  the  other  cities  thai 
McKinsey  looked  at,  night  pay  ml 
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We're  putting  $100,000 

on  the  line  to  prove  Astra  SP 

will  improve 

your  bottom  line. 


Purchase  an  Astra  SP 
and  if  your  bottom  line 
doesn't  improve,  we'll 
give  you  $100,000. 

We're  so  convinced  that 
the  new  Astra  SP  is  the 
:  right  business  machine  for 
:your  business  that  we  are 
willing  to  make  you  this 
•  offer.  Why  are  we  so  con- 
:fident?  Because  in  todays 
business  environment 
where  operating  expenses 
continue  to  be  a  critical 
'factor  in  achieving  "bottom 
line""  objectives,  Astra 
engineers  designed  the  Astra 
SP  for  you.  It's  an  aircraft 
that 


delivers 
speed, 

range  and         short-field  perfor- 
mance at  an  operating  cost  that's  so 
competitive  it  will  even  make  your 
Chief  Financial  Officer  smile.  So,  to 
prove  our  point,  if  your  bottom  line 
has  not  improved  after  the  first  full 
fiscal  year  from  the  time  you  take 
delivery  of  a  new  Astra  SP  from  us, 
we'll  give  you  $100.000(U.S.). 
delivered  in  a  nice  leather  briefcase. 


Your  global 
office  in  the  sky 

In  this  rapidly  changing  world  of 
global  business,  you  also  need  to  con- 
sider a  business  jet  that  can  give  you 
access  to  worldwide  marketplaces. 
Once  again,  Astra  SP  is  the  right 
choice.  Its  unequalled  performance 
and  range  is  a  triumph  of  design 
finesse  over  brute  power.  And  Astra  is 
so  aerodynamically  efficient,  it 
offers  the  highest  operating 
speeds  in  its  class.  In  fact 

already  has 
33  world  speed 
records  to  its 
credit. 

So,  when  you're 
considering  the  pur- 
chase of  a  new  business  jet, 
here's  a  key  fact  to  remember: 


you  II  have  to  spend  at 
least  $7  million  more  to 
match  the  performance 
and  versatility  of  an 
Astra  SR 


It  all  comes  down 
to  the  bottom  line 


Astra  SP  is  the  best  kept 
secret  in  the  industry.  And 
with  good  reason.  Because 
Astra  gives  you  a  level  of 
high-speed,  long-range  and 
short-field  performance 
that  the  competition 
never  wants  to  talk  about 
A  level  of  performance  that  will 
improve  your  bottom  line,  and 
we're  willing  to  put  up  $100,000 
to  prove  it.  Now,  that's  an  offer 
you  can't  refuse. 

For  the  details  and  effective 
dates  of  our  $100,000  offer  write 
or  call  our  President 
Roy  E.  Bergstrom, 
at  609-987-1 125        or  fax  us  on 


your  business 
letterhead  at 
609-987-8118  and  we'll  be 
pleased  to  send  you  the  details. 


Leadership... by  design 


Subway  robbery 


1 


Drifters  pass  the  time,  sprawl  over  seats,  irritate  the  passengers  and  are  difficult  to  remove 

In  public  works  systems,  wages  and  policies  are  set  by  politicians.  Their  bottom  line  is  not  efficiency.  It  is  votes. 


between  4  cents  and  1 0  cents  an  hour 
above  the  standard  day  rate.  In  New 
York  City  the  shift  premium  came  to 
$1.27  an  hour  more. 

Manning.  All  New  York  subway 
trains  have  two-member  crews  at  all 
times;  sometimes  you  may  need 
two — at  peak  hours,  or  with  curved 
stations.  But  some  experts  argue  that 
single-manning  is  possible  a  good 
part  of  the  time.  The  Washington, 
D.C.  and  San  Francisco  subway  sys- 
tems already  use  such  one-man  crews. 

Some  of  the  New  York  system's 
costs  are  tied  to  the  24-hour-a-day 


service,  meaning  it  takes  enormous 
costs — in  labor  and  equipment — to 
move  a  few  riders.  McKinsey's  re- 
searchers figured  that  the  real  cost  of 
carrying  a  late-night  rider  in  from  the 
outer  boroughs  was  $29.12. 

Is  bad  management  partly  to 
blame?  One  '  of  the  people  who 
worked  on  that  McKinsey  study  says 
this:  "Some  of  the  best  managers  I 
ever  met  are  in  the  [  New  York|  sub- 
way system.  The  crap  they  have  to  put 
up  with  is  enormous.  The  riders  are 
always  belligerent  and  think  t  he- 
worst.   The   press   is   always   talking 


about  overpaid   managers,  when 
private    business    they    could    hai 
earned    more.   And   labor  is   alwa 
recalcitrant." 

But  you  can't  blame  labor,  eithel 
We  all  try  to  maximize  our  income  ij 
whatever  means  are  at  our  dispo 
The  difference  is  that  in  transit  s\ 
terns — and  educational  systems  ai 
other  public  services     wages  ami  p< 
icies  aren't  set  by  the  market.  They  J 
set  by  politicians.  The  bottom  line  l[ 
politicians  is  not  efficiency.  It  is  votJ 
The  board  that  runs  the  system,  i| 
Metropolitan    Transportation 
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Our  insurance  gives  you  an  edge 
for  whatever  pops  up  in  life. 


;'/'/y><j 

■in';,"  !>■ 

'.'      h 

1  I   II    I    I 

'I.I    I  V 


The  Principal  Edge. 

Life  has  a  way  of  jumping  up  and 
surprising  us  at  every  turn. 

But  with  Adjustable  Life  from  The 
Principal  Financial  Groupf  you  have  an 
edge:  Insurance  you  can  adjust  to  fit  the 
changes  in  your  life. 

With  Adjustable  Life,  you  don't  have  to  choose 
between  term  and  whole  life  because  you  get 
the  best  of  both.  You  can  increase  or  decrease 
the  amount  of  coverage  anytime*  Raise  or  lower 
your  premiums  without  reducing  the  amount  of 
coverage.  Even  use  the  cost  of  living  benefit  to  increase 
the  value  of  your  policy,  without  a  medical  exam.  And,  it 
pays  dividends. 

Adjustable  Life  is  your  edge  on  life— whatever  pops  up.  For 
more  information,  call  1-800-633-0323.  The  Principal  Financial 
Group,  Des  Moines,  IA  50392-0150. 


The  financial  company 
that  gives  you  an  edge." 


Financial 
Group 


jets  and  services  available  through  Principal  Mutual  Life  Ins.  Co.  (The  Principal),  Des  Moines,  IA,  50392-0150. 
sastng  the  amount  of  coverage  may  require  a  medical  exam.  ©  1992  Principal  Mutual  Life  Ins.  Co. 


Hflfll 

Subway  robbery 


Lining  up 
to  buy  tokens 
Other  cities' 
systems  sell 
electronic  debit 
fare  cards  and 
tickets  out  of 
machines.  But 
to  protect  their 
3,837  token 
seller  members, 
New  York's 
transit  unions 
have  resisted 
machines. 


thority,  is  made  up  of  17  political 
appointees  handpicked  by  local  politi- 
cians and  the  governor.  Try  to  close  a 
station,  and  local  community  groups 
will  raise  hell.  So  will  the  union  lead- 
ers, who  (correctly)  equate  station 
closings  with  less  demand  for  their 
workers. 

Try  to  increase  revenues  and  make 
things  easier  for  frequent  riders  by 
selling  people  tokens  at  discount  (like 
20  tokens  for  $20  rather  than  $1.25 
each),  to  cut  the  lines,  and  liberals  will 
object  that  this  would  only  benefit  the 
rich,  because  who  else  but  the  rich 
would  have  $20  in  their  pocket?  And 
you  wouldn't  want  to  have  zoned 
fares — whereby  fares  are  proportional 
to  distance  traveled— because  that 
would  be  hurting  the  "geographically 
disadvantaged." 

David  Gunn  has  run  Washington, 
D.C.'s  subway  system  since  1991. 
Before  that,  from  1984  to  1990, 
Gunn  ran  New  York's  Transit  Au- 
thority. He  did  a  remarkable  job  of 
rebuilding  a  transit  system  that  was 
literally  falling  apart,  ridding  the  sys- 
tem of  graffiti  and  raising  $8  billion 
for  new  cars,  track  and  other  sorely 
needed  capital  equipment  to  replace 
assets  that  had  been  run  down  over 
the  years,  as  revenues  were  diverted 
into  workers'  generous  paychecks  and 


pension  plans. 

Forbes  asked  Gunn:  When  airlines 
have  troubles,  they  lower  fares  and 
work  to  improve  themselves  to  get 
more  money  coming  in;  why  can't  the 
subways  do  that?  Gunn  replied:  "Air- 
lines can  go  bankrupt.  That  cleansing 
process  doesn't  occur  here  [in  the 
subways].  Once  you  declare  some- 
thing an  'essential  service,'  that  op- 
tion [of  bankruptcy]  is  gone." 

It's  easy  to  become  churlish  about 
such  situations,  but  fairness  compels 
us  to  pay  tribute  to  the  New  York 
subway  system's  harassed  managers. 
They  do  what  they  can  to  improve 
things  at  the  margin.  A  few  good 
things  are  happening.  More  subway 
cops  are  in  the  stations  and  seem  to  be 
doing  a  better  job.  Subway  maps  are 
being  installed  on  the  platforms, 
where  riders  need  them.  There  are 
plans  to  upgrade  the  system's  public 
address  systems,  which  now  blast  to- 
tally incomprehensible  messages.  An 
automatic  fare  system  is  being  tested, 
and  installation  is  to  begin  in  1993. 

In  an  attempt  to  be  more  respon- 
sive to  its  customers,  the  transit  au- 
thority has  recently  appointed  station 
managers  and  put  their  pictures  and 
phone  numbers  on  the  walls  of  the 
stations.  A  FORBES  reporter  called  his 
station  manager  to  complain  about 


the  unresponsive  clerk  that  mornin 
at  103rd  Street.  The  reporter  ende 
up  leaving  his  number  with  someone 
A  miracle  happened.  The  statioi 
manager,  Brian  Kaufman,  actual 
called  back.  He  apologized,  agree 
the  token  seller  was  wrong,  said  he' 
make  sure  instructions  were  clearer  s<j 
it  wouldn't  happen  again. 

The  fact,  however,  is  that  there  i 
little  he  can  do  to  discipline  the  o: 
fender.  She  owes  her  job  not  to  th 
customers  or  to  the  management  bu< 
to  her  union  and  the  politicians  wh^ 
bow  and  scrape  to  it. 

This  is  a  story  about  New  York,  bul 
it's  also  about  most  goods  and  sen 
vices  provided  by  the  government 
any  government:  They  tend  to  b 
grossly  overpriced  and  grossly  ineffl 
cient.  Pumping  money  into  educ 
tion  gave  us  better  paid  teachers,  no 
necessarily  better  education.   Pump 
ing  money  into  the  war  on  crime  gal 
us  better- paid  cops,  not  safer  street: 
And  pumping  nearly  $1  billion  a  ye. 
in   subsidies   into   New  York   City 
mass  transit  system  has  given  Nc 
Yorkers  better-paid  transit   worker 
but  not  better  transit. 

It's  what  happens  when  citizen 
look  to  the  government  to  soke  the 
problems  instead  of  dealing  wi; 
them  through  the  marketplace. 
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We're  AMBAC 

And  we  back  the  bonds  that  build  the  schools,  the  libraries  and  even  the  city 
halls  in  towns  and  cities  throughout  America.  The  fact  is,  more  than 
one  third  of  all  the  insured  general  obligation  municipal  bonds  issued 
during  the  past  ten  years  have  been  insured  by 
AMBAC.  But,  then,  you'd  expect  that  kind  of 
"T"^^      A    k    1  P"  f^  I  ^**   A       leadership  from  the  people  who  founded  the  municipal  bond 
V^  #\f  VlL  lx  I  \^f\    insurance  industry. 

At  AMBAC,  we're  beginning  our  third 
decade  of  commitment  to  America.  Which 
means  helping  secure  our  country's  future  by  assisting  in  the  rebuilding  of  the  physical 
systems  that  support  basic  public  services. 

We're  also  strongly  committed  to  the  municipal  bond  industry.  To  the  investor 
as  well  as  the  issuer. 

Because  while  AMBAC's  commitment  starts  with  America's  towns  and  cities, 
it  doesn't  end  there. 


ruiu  wc 

Our 
commitment 

\KylFPIPA     leadership  fr( 
"\|  VlL  lx  I  \^f\    insurance  inc 

STARTS  HERE. 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza,  New  York,  NY  10004 

(212)668-0340 


■  MIM',MilJ* 


EDITED  BY  LAURA  SAUNDERS 


An  ill-conceived  remark  in  a  recent  Supreme  Court 
opinion  says  that  many  everyday  corporate  expenditures 
may  have  to  be  capitalized.  Result:  chaos. 

The  agents 
run  Hot 


Maybe  there  ought  to  be  a  law  re- 
moving the  U.S.  Supreme  Court's 
jurisdiction  over  tax  cases.  Consider 
one  recent  mess  that  has  resulted  from 
the  justices'  tangling  with  the  Internal 
Revenue  Code. 

Early  this  year  the  Supreme  Court 
ruled  that  certain  legal  and  invest- 
ment banking  fees  from  a  1978  merg- 
er involving  National  Starch  & 
Chemical  Corp.  were  not  deductible 
as  ordinary  expenses  in  the  year  they 
occurred.  Instead,  said  the  court,  the 
expenditures  are  capital  costs,  deduct- 
ible only  over  the  life  of  the  asset  they 
apply  to.  But  in  this  case  there  was  no 
asset  to  which  the  merger  costs  could 
be  applied.  So  the  corporate  successor 
to  National  Starch,  Indopco,  Inc., 
gets  no  deduction  for  the  fees  unless 
and  until  the  company  is  liquidated. 

That  was  bad  for  Indopco.  But 
what  has  the  tax  world  up  in  arms  is 
the  absurdly  broad  language  the  jus- 
tices used  to  rule  in  the  government's 
favor.  Their  opinion  says  that  Indop- 
co's  payments  weren't  immediately 
deductible  because  they  produced — 
get  this — "benefits  beyond  the  year 
in  which  the  expenditure  [was] 
incurred." 

This  was  no  routine  victory  for  the 
IRS.  This  was  a  license  for  the  govern- 
ment to  disallow  all  manner  of  normal 
business  deductions.  After  all,  many 
expenses — from  advertising  to  envi- 
ronmental cleanup  to  the  chief  execu- 
tive's salary — have  at  least  some  ele- 
ment of  future  benefit.  "It  [the  Su- 
preme Court  decision]  casts  doubt  on 
deductions  people  have  taken  for 
years,"  says  kpmg  Peat  Marwick  tax 
expert  Ken  Jones. 

IRS  agents  quickly  realized  the 
windfall  the  court  dropped  in  their 
laps,  and  have  started  throwing  their 
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weight  around  in  corporate  audits. 
"Agents  have  seized  the  offensive  and 
are  running  riot,"  says  Lydia  Kess,  a 
partner  at  New  York's  Davis  Polk  & 
Wardwell.  "It's  as  if  they  wake  up  in 
the  morning  and  say,  'Indopco!'  " 

Here  are  some  deductions  that 
have  already  been  questioned  in  re- 
cent audits,  all  of  which  would  very 
probably  have  been  deductible  before 
the  court's  Indopco  decision:  pay- 
ments to  settle  an  antitrust  suit,  early 
retirement  compensation,  a  penalty 
for  prepayment  of  a  debt,  and  con 
suiting  fees  paid  in  connection  with  a 
restructuring. 

To  be  sure,  it  is  never  easy  to 
distinguish  between  capital  expenses 
and  ordinary  ones.  In  theory,  capital 
expenses  are  those  that  create  value, 
while  ordinary  expenses  are  those  that 
merely  maintain  or  restore  an  asset. 
Classic  example:  A  coat  of  paint  on  an 
apartment  building  is  immediately 
deductible,  while  a  new  roof  must  be 
depreciated  over  its  useful  life.  Some 
capital  expenses,  such  as  those  relat- 
ing to  the  formation  of  a  corporation, 
are  deductible  only  when  the  corpora- 
tion is  liquidated. 


In  effect,  the  Supreme  Court's  Ii 
dopco  decision  displaces  a  prccej 
laid  down  by  the  court  in  the  19/ 
decision  Commissioner  v.  Linco. 
Savings  &  Loan  Association.  Th, 
decision  defined  capital  costs  as  tho' 
that  create  or  enhance  "a  separate  ar 
distinct"  asset. 

The  upheaval  has  created  mm 
uncertainty.  According  to  Lehms 
Brothers  tax  expert  Robert  Willens, 
the  months  since  the  decision  \\ 
handed  down,  the  IRS  has  publisht 
nine  rulings  of  different  types  on  cap 
tal  versus  ordinary  expenses — mo 
on  this  subject  than  were  made  in  tl; 
previous  15  years. 

One  pronouncement  in  particul 
has  firms  worried  about  environmei 
tal  cleanup  deductions.  In  July  the  I 
released  a  ruling  prohibiting  a  fir' 
from  deducting  the  costs  of  asbest 
removal.  Though  the  ruling  did  n 
bind  other  taxpayers,  many  expei 
see  it  as  a  bad  sign  for  environment 
cleanups,  which  they  feel  should  1 
treated  as  deductible  repairs. 

Fortunately  the  IRS  has  moved  j 
calm  some  fears.  In  September  it  pu 
lished  a  ruling  that  affirms  that  m< 
advertising  costs  will  continue  to  I 
fully  deductible  in  the  year  they  oca 
But  even  there,  it  left  the  door  opi 
for  capitalization  if  the  ads  produ 
future  benefits.  The  irs'  example:  S 
a  utility  embarks  on  an  ad  campau 
about  the  safety  of  nuclear  power 
order  to  help  get  a  plant  license.  The 
expenses  would  be  capital  costs,  d 
ductible  over  the  life  of  the  nucle 
plant.  But  expenses  for  ads  to  dru 
up  new  customers  would  continue 
be  fully  deductible  right  away. 

irs  official  Stuart  Brown  believ 
this  ruling  "should  have  given  peop 
comfort  that  we  don't  see  Indopco 
having  turned  the  world  upsit 
down."  But  he  adds  that  for  now  t' 
[RS  is  dealing  with  issues  "on  a'cas 
by-case  basis." 

And  that's  the  problem.  In  t! 
absence  of  more  concrete  guidan 
from  the  national  office,  the  agel 
can  continue  to  run  amok.  Says  f3 
mer  irs  Commissioner  Lawren 
Gibbs,  now  with  Johnson  &  Gibbs 
law  firm  in  Washington,  "The  I 
leadership  has  acted  responsibly  i 
the  advertising  issue,  but  a  lot 
money  is  at  stake.  We  need  mc 
guidance  soon."  I  ,.S.  I 
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To  suggest 

that  you've  created 

"the  renaissance 

of  the  American  car" 

takes  incredible 
nerve. 


Cab  forward  design 
moves  the  wheels 
toward  the  corners 
of  the  vehicle,  re- 
sulting in  a  wider 
track  than  any 
Acura,  Innniti, 
BMW,  or  Lexus. 


For  all  of  you  who  value  an  ample  amount  of  legroom,  take  com- 
fort in  what  Car  and  Driver  said  about  the  Concorde's  back  seats. 
"Entry  back  there  is  like  falling  into  a  barn." 


The  Concorde's  available  2ji 
valve  V-6  delivers  a  husky  2> 
horsepower.  That's  more  fy 
power  than  the  Acura  Leg 
and  the  BMW  525i.  And  ml 
torque  than  a  Nissan  300Z| 


Or,  in  our  cas 


Ws  are  triple 
nst  wind  noise 
Impact- 
door  beams 
ed  to  the  door 

Kir  ...where  the 


rongest. 


Slip  into  the  driver's  seat  and  you'll  notice  standard 
dual  air  bags.  Flip  on  the  turn  signals,  wipers  and 
lights.  You'll  know  why  Car  and  Driver  was  compelled 
to  say  that  they  "all  move  like  silk  on  silk." 


If  a  wheel  begins 
to  slip, 
available 
traction  control 
takes  over. 


Just  how  effective  is  the  Concorde's 
air-conditioning  system?  It  has  23,000 
BTU's,  enough  power  to  cool  a  1,500- 
square-foot  house.  Not  to  mention 
separate  adjustable  heating  and  air- 
conditioning  vents  for  rear  passengers. 


n  mere 


dibl 


ecar. 


1 4  that  AutoWeek  concluded, "...  For  the  dollars  it  costs,  this  is  an  amazing  car."  Which  leads 
■Mest  that  you  take  a.test  drive.  After  all,  why  should  the  automotive  writers  have  all  the  fun? 


:d  by  Chrysler  Canada. 


No  matter  how  you  look  at  it, 

you  have  to  look  at  it.  For  more  information, 

call  l-80O4A-Chrysler. 


lall  it  self-renewal,  call  it  political  conservatism. 
;all  it  what  you  will,  there  are  growing  signs  that 
le  American  black  community  no  longer  believes 
I/hat  its  leaders  and  white  liberals  preach. 

Showing  Big 
Daddy  the  door 


y  Paul  Klebnikov 

Ever  since  I  was  a  girl  I  wanted  to 
in  my  own  business,"  says  Pamela 
L-rrell,  a  3 3 -year-old  black  woman  in 
ashington,  D.C.  "My  grandmother 
vvned  and  operated  a  restaurant  in 
rovidence,  R.I.,  and  I  was  involved 
that  ever  since  I  was  tall  enough  to 
iok  over  the  counter." 
In  1980  Ferrell  dropped 
.it  of  college  and  estab- 
hed  an  African  hair- 
aiding  salon  called  Corn- 
>ws  &  Co.  in  a  black 
Mghborhood  of  Washing- 
>n.  Today  Cornrows  does 
S00,000  in  annual  sales 
id  boasts  of  having 
lined  250  high-school- 
lucated  women  in  African 
lir-styling  techniques. 
But  Ferrell  faced  and 
ces  tremendous  obsta- 
es.  Because  of  her  skin 
>lor?  No.  Because  of  the 
me  factors  that  inhibit 
id  handicap  white  entre- 
eneurs:  increasing  bu- 
aucratic  interference  in 
'ery  facet  of  their  business. 
The  climate  in  this  city  is 
iti  business,"  she  com- 
ains.  "Everything  is  ori- 
ited  toward  government  ^^^B 
d  regulation." 

I  Ferrell  and  her  husband,  Taalib- 
jin  Uqdah,  were  fined  and  nearly 
Jut  down  when  the  local  cosmeto- 
jgy  board  complained  that  Corn- 
jws  employees  had  not  received 
iindard  cosmetology  training.  Fer- 
H  claimed  that  the  training,  which 
tmld  have  cost  several  thousand  dol- 


lars per  student,  was  irrelevant  to  the 
skill  of  African  hair-braiding.  The  case 
is  currently  on  hold,  pending  the  reso- 
lution of  a  suit  brought  by  Cornrows 
against  Washington,  D.C.  and  the 
consideration  of  a  new  bill  before  the 
city  council  on  cosmetology  regula- 
tion. The  legal  bills  mount. 
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Reverend  Floyd  Flake  of  the  Allen  A.M.E.  Church 
A  $21  million  church  enterprise. 


"My  difficulties  have  shown  me 
firsthand  how  government  works," 
says  her  gravel -voiced,  bespectacled 
husband.  In  reaction  he  is  running  as 
an  Independent  candidate  for  city 
council.  His  platform?  School  choice, 
term  limitation  for  politicians,  cutting 
government  expenditures,  lower  tax- 


es and  looser  regulation. 

Do  Ferrell  and  Uqdah  sound  like 
conservatives?  In  many  ways  they  are. 
Along  with  many  other  African- 
Americans,  they  have  embraced  not 
the  current  black  leadership  but  the 
older  ideas  of  Booker  T.  Washington, 
Marcus  Garvey  and  Malcolm  X.  A  hot 
new  seller  at  sidewalk  booksellers  in 
New  York  City,  for  instance,  is  Black 
Economics.  Written  by  black  national- 
ist educator  Jawanza  Kunjufu,  the 
book  gives  advice  on  how  to  draw  up  a 
family  budget,  how  to  accumulate 
savings,  how  to  invest  in  mutual  funds 
and  how  to  start  your  own  business. 

Since  1965  federal,  state  and  local 
governments  have  poured  an  estimat- 
ed $2.5  trillion  into  antipoverty  pro- 
grams. Yet,  even  while  demanding 
more  money,  the  loudest  proponents 
of  these  programs  claim  that  poverty 
is  increasing.  An  excellent  case  can  be 
made  that  antipoverty  programs  have 
institutionalized  poverty. 

"There's  been  a  massive  destruc- 
tion of  the  social  and  moral  infrastruc- 
ture of  black  society," 
fumes  Robert  Woodson 
Sr.,  a  black  sociologist  and 
president  of  the  National 
Center  for  Neighborhood 
Enterprise,  a  Washington- 
based  think  tank.  "Slick  ac- 
ademic social  planners  have 
imposed  their  will  on  the 
black  community.  The 
community  was  essentially 
raped.  It's  the  worst  case  of 
being  hurt  by  the  helping 
hand  I  can  think  of." 

While  the  white  liberal- 
dominated  media  continue 
to  give  a  platform  chiefly  to 
those      African-Americans 
who  demand  yet  more  gov- 
ernment programs  to  help 
the  poor,  more  and  more 
American  blacks  are  turn- 
ing away  from  these  self- 
appointed  advocates.  A  sur- 
vey from  the  Joint  Center 
for  Political  &  Economic 
Studies  found  that  33%  of  blacks, 
especially  young  blacks,  considered 
themselves  "conservative";  another 
30%    considered    themselves    to    be 
"moderate." 

While  prominent  black  "leaders" 
and  their  white  liberal  allies  oppose 
the  death  penalty  as  racist,  a  plurality 
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Black  enterprise 

of  the  polled  blacks  supported  the 
death  penalty  and  opined  that  welfare 
mothers  should  not  receive  additional 
benefits  if  they  continue  having  chil- 
dren. To  the  horror  of  the  powerful 
U.S.  educational  lobby,  88%  of  the 
polled  blacks  who  had  heard  of  the 
concept  of  school  choice  favored  it. 

Even  some  old-line  civil  rights  ac- 
tivists are  stressing  traditional  values. 
Listen  to  Roy  Innis,  head  of  the  Con- 
gress of  Racial  Equality. 

"The  Civil  Rights  Revolution  in 
the  1950s  and  1960s  was  a  victory, 
and  we  won,"  he  says.  "But  many 
black  political  leaders  today  are  not 
aware  of  their  victory.  Racism  is  still 
regarded  as  the  only  evil.  The  new 
batdefield,  however,  is  not 
against  evils  external  to  our 
community  [such  as  rac- 
ism], but  against  evils  inter- 
nal to  it:  black-on-black 
crime,  drugs,  lack  of  disci- 
pline, poverty  of  values." 

The  Age  of  Aquarius  was 
not  kind  to  black  America, 
and  many  black  pastors  see 
white  middle-class  permis- 
siveness as  contributing  to 
the  disintegration  of  the 
traditional  moral  fabric  of 
black  society.  Black 
churches  are  often  much 
tougher  than  are  whites 
with  freeloaders  and  antiso- 
cial types. 

Walter  Williams,  a  black 
economics  professor  at 
George  Mason  University, 
points  out  that  values  ^^^m 
championed  by  black  par- 
ents and  churches  are  often  under- 
mined by  the  perverse  economic  in- 
centives of  government  programs. 
People  receiving  welfare,  Medicaid, 
public  housing  benefits  or  other  types 
of  aid  are  often  cut  off  from  these 
funds  if  they  get  a  job  or  accumulate 
savings.  Effectively,  poor  people  who 
try  to  improve  their  condition  face 
marginal  tax  rates  of  up  to  100%. 

But  isn't  government  intervention 
needed  for  a  society  that  lacks  its  own 
self-help  institutions?  Perhaps  be- 
cause they  do  not  have  a  high  opinion 
of  organized  religion,  most  liberals 
overlook  the  pivotal  role  played  by  the 
churches.  Black  churches  are  spear- 
heading a  lot  of  the  economic  revival 
in  the  inner  cities.  The  more  enter- 
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prising  are  establishing  credit  unions, 
food  co-ops  and  co-ops  to  trade  in 
second-hand  clothing.  Others  are 
getting  into  real  estate  development. 

St.  Stephens  Baptist  Church  in 
Louisville,  Ky.,  for  example,  is  using 
local  unemployed  workers  to  help 
build  a  large  auditorium;  the  church 
also  bought  a  dozen  computers  and  is 
using  professionals  from  the  congre- 
gation to  tutor  neighborhood  chil- 
dren in  their  use.  Detroit's  Hartford 
Memorial  Baptist  Church  fixed  up  its 
neighborhood,  pushed  out  the  crack 
dealers,  and  is  developing  a  local  com- 
mercial strip. 

In  Meridian,  Miss,  the  Greater 
Christ  Temple   Church   has   estab- 


Abyssinian 
"We  need 


Baptist  Church's  Reverend  Calvin  Butts 
businesses,  not  jobs  programs." 


lished  a  kind  of  kibbutz  to  get  its  200 
members  off  welfare.  The  pastor, 
Bishop  Luke  Edwards,  declares: 
"Our  people  could  be  just  as  success- 
ful as  any  other  race,  but  our  leaders 
have  allowed  us  to  be  entrapped  by 
government  handouts." 

Edwards'  self-sufficiency  program 
began  in  1977,  when  the  church  or- 
ganized cooperative  food  purchases 
at  wholesale  prices.  The  church  later 
bought  a  local  supermarket  and  even 
began  growing  its  own  produce.  To- 
day the  church  owns  4,000  acres  of 
farmland,  8  tractors,  1,000  head  of 
catde,  2  meat-processing  plants  and  3 
restaurants.  While  96%  of  the  congre- 
gation were  on  welfare  or  food  stamps 
in  1977,  today  no  one  is. 


Because  of  their  bias  toward  gov 
ernment  programs,  the  media  harp  on 
black  problems.  And  there  are  plenty 
of  them.  One-third  of  all  blacks  live 
below  the  poverty  line.  In  1989, 43°/{ 
of  black  children  lived  in  poverty,  and; 
the  number  may  have  increased 
Nearly  two-thirds  of  all  black  childrer 
are  born  to  unwed  mothers. 

Between  1969  and  1988  roughh 
195,000  black  men  and  women  were 
murdered,  mostly  by  other  blacks. 

But  what  the  media  rarely  concen 
trate  on  is  that  the  majority  of  Ameri 
can  blacks  have  made  impressive 
progress  over  the  past  several  decades 
A  solid  black  middle  class  ha 
emerged.  Between  1981  and  199: 
the  total  income  of  black 
grew  38%,  from  $209  bil 
lion  to  $288  billion,  faste 
than  that  of  the  white  pop 
ulation.  Over  a  quarter  c 
black  families  earn  income 
above  the  American  aver 
age.  In  1987,  43%  of  a 
black  householders  owne« 
their  own  homes;  the  num 
ber  of  black-owned  busi 
nesses  was  424,000,  nearl 
double  the  number  a  de 
cade  earlier. 

How  do  you  bridge  th 
gap  between  the  successfi. 
blacks  and  those  left  bd 
hind?  Reverend  J.  Alfre 
Smith  Jr.,  co-pastor  of  til 
Allen  Temple  Baptd 
Church  in  Oakland,  Calif] 
says:  "Our  church  is  locaj 
ed  in  the  heart  of  the  lovj 
income  area  of  Oakland 
but  now  50%  of  our  members  ai 
commuting  from  suburbia." 

Smith's  congregation  is  tapping  il 
talent.  Joseph  Villa  is  president  of  th| 
church's  credit  union.  Villa,  63,  rJ 
tired  as  a  master  sergeant  in  the  Arm! 
established  a  real  estate  brokerage  an 
was  elected  president  of  the  Oaklar 
Board  of  Realtors.  In  1980  he  joinc 
the  Allen  Baptist  Church.  Within 
few  years  he  was  asked  to  take  over  tl 
church's  fledgling  credit  union.  Sa 
Villa:  "They  had  made  a  lot  of  bi 
loans,  and  they  weren't  following  tl 
proper  procedure  for  making  loai 
The  church  had  the  choice  to  eith 
shut  it  down  or  really  change  thing! 
Villa  changed  things.  Just  $294,0( 
in  1986,  the  credit  union's  assets  a- 

Forbes  ■  November^.  19 


I 


Quite  often,  business 
lests  who  stay  at  The  Fairmont 
e  surprised  to  find  that  such 
stately  hotel  can  make  them 
el  as  comfortable  as  they  do 
their  own  home. 

True,  your  current 
isidence  might  not  boast  a 


We  also  think  you'll  be 
pleased  with  a  complimentary 
membership  in  The  President's 
Club.  Upon  joining,  and  with 
each  subsequent  stay  at  a 
qualifying  rate,  you'll  receive 
benefits  such  as  suite  upgrades, 
guaranteed  room  reservations 


It  looks  a  lot  like  Buckingham  Palace 
W  feels  a  lot  like  your  living  room. 


latially  appointed  lobby  with  a  world-class  art  collection, 

played  host  to  such  luminaries  as  FDR  and  Mikhail  Gorbachev. 

rd  your  household  might  not  employ  an  attentive  staff  that 

outnumbers  your 
guests,  and 
dutifully  responds 
to  your  every 
request  without 
hesitation.  Don't 
I    worry,  though. 

:ause  before  long  you'll  grow  quite  accustomed  to  asking  for 
ctly  what  you  want  —  and  actually  getting  it. 


|  with  48  hours  notice),  and  amenities  designed  with  your 
comfort  in  mind. 


It  is  always  a  curiosity  to  us  that 
|«^    there  remains  a  portion  of  business 
travelers  who  resist  the  charms  of  The  Fairmont.  They 
continue  to  stay  in  bland  generic  hotel  chains  even  when  rates 
are  comparable.  We  admit  that  from  the  outside 
The  Fairmont  may  seem  too  elite  for  some. 
Yet  therein  lies  the  benefits  of  being 
on  the  inside.  For  reservations, 
please  call  your  travel  agent  or 
The  Fairmont  at  1-800-527-4727. 
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AMERICA'S  GRAND  HOTELS.  SINCE  1907 


CAGO 

165 


Dallas 

$225 


NewOrleans 

ni9 


San  Francisco 

H65 


San  Jose/Silicon  Valley 

$225 


President's  Club  benefits  apply  at  the  published  National  Corporate  or  Weekday/  Weekend  Rack  Rates.  Rates  subject  to  availability.  Not  applicable  to  groups  or  conventions.  Tax  not  included. 
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Ihe  strength  of  the  American  economy  is 
entirely  dependent  on  the  abilities  of  the 
American  worker.  In  that  regard,  we  are  fortunate. 
American  workers  now  produce  the  world's 
highest  Cross  Domestic  Output  per  employed 
person.  A  figure  that  is  not  only  the  highest  in  the 
world,  but  is  increasing  at  a  rate  faster  than  any 


other  country  in  the  industrialized  world. 

Unfortunately,  America  also  has  one  .of  1 
highest  rates  ol  unemployment 

At  The  CIT  Group,  we're  ready  to  help 
American  companies  put  workers  back  to  work 
As  America's  most  experienced  assel  based 
lender,  we  help  good  companies  unleash  the 
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lue  of  their  assets  in  order  to  fulfill  their 
siness  objectives.  In  fact,  this  year  we  will  make 
billion  availabje  to  American  companies, 
lese  funds  will  be  used  to  restructure  debt, 
irchase  or  lease  new  equipment,  and  generally 
iplement  the  decisions  that  increase 
oductivity  and  competitiveness. 


For  information  about  how  The  C1T  Group 
can  help  you,  call  1-800-545-5440. 

america's 
Most  Experienced 
Asset- Based 
Lender. 


Black  enterprise 


$1 .9  million  today.  Every  Sunday  and 
three  evenings  of  the  week,  Villa 
drives  his  Cadillac  from  his  Oakland 
Hills  home  to  take  care  of  the 
church's  credit  union. 

The  church  makes  use  of  other 
talented  members  of  its  congrega- 
tion, who  include  a  chemist  from  the 
Lawrence  Livermore  Laboratories, 
lawyers,  doctors  and  businessmen. 
Many  give  afterschool  tutorials  to  sev- 
eral hundred  neighborhood  children 
or  work  to  rehabilitate  former  prison 
inmates.  And  once  a  month  scores  of 
male  parishioners,  young  and  old, 
gather  for  a  breakfast  to  exchange 
views  and  advice. 

Reverend  (and  now  Democratic 
congressman)  Floyd  Flake  was  once  a 
marketing  analyst  at  Xerox  and  dean 
of  students  at  Boston  University.  He 
decided  to  get  a  divinity  degree  and, 
in  1976,  become  pastor  of  the  Allen 
A.M.E.  Church  in  Queens,  N.Y. 
Flake  soon  turned  his  run-down 
neighborhood  into  a  little  tornado  of 
enterprise,  increasing  his  church's 
membership  more  than  fivefold.  Us- 
ing bank  loans  and  a  bit  of  equity  from 
the  church,  he  established  a  home 
care  agency,  an  old  people's  home,  a 
bus  company  and  a  fuel  co-op.  He 
also  set  up  a  private  school  across  the 
street,  attended  by  480  neatly  uni- 
formed children.  Next  he  bought 
some  nearby  property,  where  he  de- 
veloped a  small  commercial  strip  with 
17  businesses,  including  a  dental  of- 
fice, a  law  firm,  an  insurance  company 
and  a  dry  cleaning  establishment. 
Counting  donations,  leases  and  fees, 
the  church's  revenues  grew  from 
about  $250,000  in  1976  to  $21  mil- 
lion last  year. 

Far  from  encouraging  this  kind  of 
enterprise,  government  regulation  of- 
ten frustrates  it.  The  Missionaries  of 
Charity  (Mother  Teresa's  group) 
worked  to  rehabilitate  two  buildings 
in  the  South  Bronx  for  the  homeless, 
but  gave  up  the  project  when  the 
government  insisted  that  the  build- 
ings be  handicapped-accessible  and 
equipped  with  elevators. 

In  Washington,  D.C.  a  bootblack 
named  Ego  Brown  started  a  business 
network  of  a  few  dozen  teenagers  and 
homeless  people,  whom  he  provided 
with  shoeshine  kits  and  tuxedos  and 
sent  out  to  shine  shoes.  An  archaic  law 
prohibiting  bootblacks  from  doing 
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business  on  the  street  drove  Brown's 
operation  underground;  it  took  some 
two  years  to  rescind  the  law. 

Complains  Harlem's  Reverend 
Calvin  Butts:  "This  community  has 
become  the  dumping  ground  for  ev- 
ery social  service  in  the  world.  Har- 
lem's salvation  is  not  more  AIDS  hos- 
tels, drug  rehab  centers,  homeless 
shelters  or  low-income  housing,  but 
more  businesses  and  middle-class 
people  who  buy  condos  or  co-ops." 

The  U.S.  Secretary  of  Housing  & 
Urban  Development,  Jack  Kemp,  is 


Self-help  at  the  Allen  A.M.E.  Church 
Single  mothers'  class;  preschool  care. 


trying  to  transfer  public  housing  to 
tenant  management  and  eventually  to 
tenant  ownership.  "I  don't  think  peo- 
ple should  be  forced  to  live  on  the 
government's  plantation,"  he  says.  "I 
think  it's  true  what  a  black  congress- 
man told  me,  that  whoever  controls 
your  home,  controls  your  life." 

Kemp  cites  as  a  better  way  Kenil- 
worth-Parkside,  a  once  run-down, 
crime-ridden  development  in  Wash- 
ington. In  the  late  1970s  the  464-unit 
project  became  so  neglected  that  the 
drug  trade  flourished  on  its  streets 
and  heat  and  hot  water  were  often 
unavailable  for  days  at  a  time. 

The  tenants  formed  an  association 
to  push  for  their  rights  and  chose  as 
their  leader  Kimi  Gray,  a  single  moth- 
er of  five.  Gray  faced  resistance  from 
the  local  bureaucrats  but  got  support 


from  HUD,  and  the  tenants  finally 
negotiated  an  agreement  to  manage 
the  development  themselves.  They 
got  all  residents  to  sign  a  contract  to 
maintain  stricter  rules  of  conduct. 
Those  households  that  violated  the 
rules  by  selling  drugs  or  engaging  in 
vandalism  were  evicted,  hud  chipped 
in  with  an  estimated  $28  million  to 
rehabilitate  the  dilapidated  housing 
complex,  and  now  it  is  financing  its 
conversion  into  co-ops. 

To  keep  order,  the  tenants  associa- 
tion instituted  a  curfew  (9:30  p.m.  on 
weekdays  and  midnight  on  week- 
ends). It  also  established  a  string  of 
activities,  from  a  football  league  for 
the  boys  to  day  care  and  job  counsel- 
ing for  the  adults.  Result:  a  neighbor- 
hood that  maintains  standards.  "You 
can't  do  nothing  without  someone 
snitching  on  you,"  says  Tony  Starr,  a 
16-year-old  resident.  "It  keeps  every- 
one positive." 

But  Ke  nil  worth -Parkside  is  an  ex« 
ception.    Kemp's    home    ownership 
program  has  only  recently  received 
funding  from  Congress,  and  so  fafl 
only  a  few  thousand  residential  units- 
have   been   slated   for  privatization. 

Nevertheless,  it  seems  clear  that 
there  are  powerful  forces  of  self- re- 
newal at  work  in  the  black  communi- 
ty, forces  that  the  politicians  and  the; 
media  prefer  to  ignore. 

Says  Tony  Brown,  producer  of  the 
public  TV  talk  show  Tony  Brown's 
Journal:  "Most  of  the  resources  have 
gone  to  the  black  ruling  class.  It's 
been  a  pattern  of  simply  giving  moneyj. 
to  certain  organizations  and  then 
you're  not  boycotted  or  picketed.  It's 
the  old  management- union  relation- 
ship: if  you  take  care  of  certain  guys  in 
the  union,  you  don't  have  a  strike." 

In  agreement  is  Elizabeth  Wright, 
publisher  of  a  New  York-based  black 
newsletter  called  Issues  &  Views:  "Al- 
though the  black  political  elite  an<|, 
old  institutions  like  the  naacp  give  lip 
service  to  self-help  ...  an  naacp  has 
nothing  to  gain  from  blacks'  develop 
ing  a  strong  capitalist  class." 

Wright  adds  of  the  mainstream 
black  politicians  and  organizations: 
"Their  whole  source  of  power  is  a 
dependent  race  of  people."  Whl 
they  forget  is  that  in  winning  the 
battle  for  civil  rights,  they  paved  the 
way  for  the  dependent  people  to  be- 
come independent.  ■ 
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Can  you  tell  which  fish  is  poisonous 
without  eating  it  first? 


Avoiding  dangerous  financial 

services  to  more  than  4000  clients, 

surface,  call  (800)  788-5300. 

stakes  requires  astute  analysis 

from  Wall  Street  to  Main  Street. 

With  more  than  $100  billion  of 

experts  who  understand  the 

For  advisors  who  delve  beneath  the 

transaction  experience  in  the 

onomic  currents.   Over  the  past 
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Petroleum  Heat  &  Power  Co.'s  Irik  Sevin  wishes 
he  could  cut  a  different  kind  of  deal. 

Freeze,  please 


By  Christopher  Palmeri 

Irik  Sevin,  a  high-strung  44-year-old 
with  graduate  degrees  in  law  and  busi- 
ness, is  praying  for  a  cold  winter,  the 
colder  the  better.  His  Stamford, 
Conn. -based  Petroleum  Heat  & 
Power  Co.  distributes  home  heating 
oil  to  some  370,000  customers  in 
seven  northeastern  states.  With  sales 
of  $523  million  last  year,  Petro  is 
nearly  four  times  the  size  of  its  nearest 
competitor.  But  after  weathering  two 
of  the  warmest  winters  of  this  century, 
Petro  needs  a  big  freeze  to  ease  the 
pressure  on  its  cash  flow. 

Sevin  started  building  his 
company  in  the  late  1970s.  As 
an  investment  banker  at  Leh- 
man Brothers,  he  was  asked  to 
help  R.J.  Reynolds  dispose  of  a 
moneylosing  home  heating  oil 
company  that  it  owned.  Sevin 
knew  a  bit  about  oil  because 
his  father  ran  a  home  heating 
oil  distribution  business. 
Smelling  a  good  buy,  Sevin 
convinced  his  father  and  eight 
Wall  Street  friends  to  buy  the 
company  with  him.  He  raised 
about  $1.5  million  and 
bought  Petro  for  an  estimated 
$20  million. 

Sevin's  nose  hadn't  lied. 
Within  nine  months  he  had  W^M 
sold  some  parts  of  the  compa- 
ny and  consolidated  others,  and  re- 
paid the  entire  acquisition  debt.  Since 
then  Sevin  has  acquired  more  than 
130  little  heating  oil  distributors — 
including  his  father's — whose  legal, 
billing,  purchasing  and  other  opera- 
tions he  consolidates.  Lately,  the  ac- 
quisition pace  has  hit  one  every  three 
weeks,  and  Sevin  has  taken  a  leading 
role  in  aggressively  promoting  the 
virtues  of  oil  over  natural  gas.  "He's 
the  best  thing  that's  happened  to  our 
business,"  says  Richard  Horan  Sr.,  a 
rival  heating  oil  distributor  in  Boston. 

But  Sevin  couldn't  forecast  the  un- 


usually warm  winters  of  the  last  few 
years.  In  1988  Petro  sold  414  million 
gallons  of  fuel  oil  and  recorded  cash 
flow  of  $44  million.  Last  year,  after 
acquiring  tens  of  thousands  of  new 
customers,  Petro  sold  just  385  million 
gallons,  which  generated  cash  flow  of 
$40  million. 

Sevin  has  borrowed  heavily  to  fund 
his  acquisitions.  Petro's  long-term 
debt  now  tops  $150  million  and  his 
interest  expense  is  more  than  $18 
million  a  year.  Nearly  $80  million  of 
the  debt  comes  due  over  the  next 


Petro  President  Irik  Sevin 

The  great  consolidator  of  a  dying  business. 


three  years. 

These  levels  of  debt  and  cash  flow 
wouldn't  raise  many  eyebrows  in  a 
growing  business  like  cable  TV  or 
cellular  telephones.  But  the  heating 
oil  industry  is  dying.  Today  almost  no 
new  homes  are  built  with  oil  furnaces. 
Except  in  the  Northeast,  which  until 
recently  wasn't  adequately  served 
with  natural  gas  pipelines,  natural  gas 
is  the  nation's  home  heating  fuel  of 
choice.  The  marketing  of  gas  from  the 
massive,  new  Iroquois  pipeline  from 
Canada  will  add  to  oil's  problems  in 
the  region. 


For  Sevin,  buying  new  customers  is 
the  only  way  to  grow.  But  growth -by- 
acquisition  is  no  panacea,  either.  Sev- 
in says  he  loses  as  many  as  90%  of  the 
customers  he  acquires  in  the  first  six 
years  after  a  purchase.  People  move. 
They  leave  because  of  service  or  credit 
problems,  or  they  switch  fuels.  Sevin's 
sales  staff  eventually  wins  back  a  good 
many  of  the  customers  he  loses.  For 
every  100  customers  he  buys,  Sevin 
ends  up  with  maybe  80  people  as 
permanent  long-term  customers. 
Still,  that's  a  lot  of  turnover  for  a 
highly  leveraged  company. 

Why  not  deleverage  the  company? 
In  July  Petro  sold  $40  million  in  stock 
to  the  public.  But  rather  than  use  the 
money  to  pay  down  debt,  Sevin  says 
he  can  use  it  better  by  continuing  to 
buy  new  customers. 

Like  any  good  entrepreneur,  Sevin 
works  to  maximize  cash  flow  and 
minimize  income  taxes.  He  writes  oft 
Petro's  acquisitions  as  quickly  as  pos 
sible — most  of  it  over  six  years — and 
generates  large  levels  of  depre 
ciation  and  amortization.  But 
Congress'  latest  tax  bill,  await 
ing  a  presidential  signature 
includes  a  provision  tha 
would  extend  the  amortiza 
tion  rate  on  such  intangibles  aj 
Petro's  customer  lists  to  14 
years.  That  could  force  Petrr 
to  use  precious  cash  flow  dol 
lars  to  pay  more  taxes,  anc 
ultimately,  it  could  reduce  th( 
value  of  oil  distributors  in  gen 
eral  by  limiting  how  much  Se 
vin  and  others  could  pay  foi 
the  businesses. 

The  market  doesn't  seem 

have  fully  discounted  the  like 

lihood  that  the  bill  will  be 

come  law.  With  Petro  stock  a 

$  1 1  a  share,  the  company  has  a  marke 

value   (including  debt)  of  close  t 

eight  times  cash  flow.  In  the  privat 

market,  oil  distributorships  sell  f 

around  4V2  times  cash  flow. 

Over  the  years,  Sevin  and  his  p 
ners  have  taken  some  $40  million 
of  Petro.  But  Sevin  wants  to  be  kiio 
as  a  builder.  "Everyone  thought 
would  just  flip  the  company  after 
first  year,"  Sevin  says.  "But  I  figure 
the  way  to  build  serious  wealth  wast 
find  one  thing  and  stick  with  it.1 

His  challenge  now:  cut  a  deal  I 
snow. 


t< 


156 


Forbes  ■  November  9,  19S 


&C  for  Human  Potential 


When  the  inventors  of 
MltiSync®  monitors  introduce 
a  ew  series,  people  do  sit  up  and 
tee  notice.  They  know  that  MultiSync® 

monitors  are  international  best 
sellers.  And  now,  an  international  design 
team  has  not  only  brought  brighter- 
than-ever  colors  to  their  flatter,  square 
displays.  It  has  also  made  sure  they 


ErgoDesign 

Reduced  Magnetic  FieldT 


meet  the  world's  most  rigorous  ergono- 
mic  standards.  One  look  and  you,  too, 
will  realize,  "Of  course.  NEC  ^ 
is  a  world  leader  in  computers  and 
communications.  Electron  devices,  too. 
These  are  the  people  who  also  sponsor  the  Davis 
Cup  by  NEC  and  the  NEC  World  Series  of  Golf. 
From  basic  research  to  global  telecommunica- 
tions systems,  this  company  gets  it  right." 


First  We  Designed  In  The  Air  Bag. 


?l  safety  cage 
instruction 


Center  high  mounted 
t  stop  lamp 


• 


Then  We  Designed  In  All  The  Ways  To  Avoid  It. 

Corsica's  drivers-side  air  tag*  is  designed  to  deploy  in  a  moderate  to  severe  frontal 
collision.    Which  is  why  every  driver  and  fleet  administrator  hopes  to  never  see  it. 

At  Chevrolet,  we  reel  the  same  way.  And  at  GM's  bio- 
medical research  lab,  more  Ph.D.s  and  M.D.s  are  involved 
in  automotive  safety  research  than  at  any  other  car 
company  in  the  world.    GM  engineers  each  air  bag  system 
for  the  vehicle  in  which  it  is  installed.    These  driver  s-side 
air  bags  are  standard  on  1993  Caprice,  Corsica,  Chevy 
Beretta  and  Corvette. 
And  dual  air  bags  will  be 
standard  on  the  1993 
Camaro.  Similarly,  GM 

developed  an  award  winning  anti-lock  brake  system  that  is 
standard  on  many  1993  Chevrolets,  including  Corsica. 
And  of  course,  at  the  world's  largest  proving  grounds,  GM 
puts  thousands  of  hours  of  research  and  testing  into 
developing  responsive,  predictable  handling  and  braking 
systems  to  help  drivers  maintain  control,  even  during 
'emergencies.   And  keep  the  air  bag  safely  packed  away,  where  it  belongs.    For 
more  information,  call  Fleet  Operations  at  1-800-248-2897. 


TT 


5  mph  front  and  rear 
impact-absorbing  bumpei 


GM 


'Always  wear  safety  belts,  even  with  air  bags.  Chevrolet,  the  Chevrolet  Emblem,  Camaro,  Caprice,  Corsica  and  Corvette  are 
registered  trademarks  and  Chevy  is  a  trademark  or  the  GM  Corp.    ©1992  GM  Corp.    All  Rights  Reserved.    Buckle  up,  America1 


Chevrolet.  The  Heartbeat  Or  Ameri 


erica 


Samuel  Zell  and  David  Schulte  went  fishing  for 
bargains.  They  caught  Carter  Hawley  Hale. 
Maybe  they  should  have  let  it  get  away. 

Fishing  in 
foul  water 


By  John  H.  Taylor 


Carter  Hawley  Hale  investor  Samuel  Zell 
California's  woes  are  now  his  woes. 


Nevermind  the  nationwide  retail  re- 
cession, never  mind  the  special  prob- 
lems of  department  stores.  Chicago 
investor  Samuel  Zell,  5 1 ,  and  his  part- 
ner David  Schulte,  45,  last  year  won 
control  of  Carter  Hawley  Hale  Stores, 
the  once  prestigious,  then  bankrupt 
Los  Angeles- based  department  store. 
They  spent  $267  million  to  buy  some 
of  its  defaulted  bonds  and  trade 
claims,  which  they  ultimately 
swapped  for  75%  of  the  reorganized 
company's  common  stock. 

Most  of  the  investment  money 
came  from  a  $1  billion  vulture  fund 
they  put  together  two  years  ago  called 


Zell/Chilmark;  another  $25  million 
came  from  a  limited  partner. 

What  did  Zell,  Schulte  and  compa- 
ny get  for  their  money?  A  $2  billion 
(sales)  chain  that  has  lost  more  than 
$500  million  since  1987.  But  Zell, 
one  of  the  smartest  real  estate  men  in 
the  country,  also  knew  he  was  getting 
control  of  prime  locations  in  Califor- 
nia, where  the  chain  does  90%  of  its 
business  under  the  Broadway,  Empo- 
rium and  Weinstocks  names.  The 
chain  has  stores  in  Santa  Monica 
Place,  Century  City,  Beverly  Center 
and  Sherman  Oaks  Fashion  Square  in 
Los  Angeles,  Market  Street  in  down- 


town San  Francisco  and  Horton  PI 
in  San  Diego. 

Although  Zell  and  Schulte  la- 
the stores  were  aging  and  top  m 
agement  weak,  they  figured  that  \\ 
a  lower  interest  burden,  a  total  fa 
lift,  cost-cutting  and  a  pickup  in 
California  economy,  the  stores  wo' 
turn  around.  They  worked  out  a  re; 
ganization  that  cut  debt  from  $ 
billion  to  $1  billion,  slashing  ann 
interest  ouriay  from  $145  millior 
$92  million — only  $73  million 
which  is  cash. 

Once  the  California  econc 
picked  up — it  always  did — they  wo| 
be  sitting  pretty.  Only  the  Califoi 
economy,  groaning  under  high  ta: 
massive  defense  layoffs,  outrage 
environmental  constraints  and  a  g 
erally  sluggish  national  econo 
doesn't  seem  to  be  recovering. 

As  Carter  Hawley  emerged  ft 
bankruptcy  in  early  October,  Cali! 
nia  was  mired  in  its  worst  econo 
downturn  since  the  Great  Dep 
sion,  with  no  recovery  in  sight, 
state  has  already  lost  760,000  job 
the  last  two  years,  and  the  state  un« 
ployment  rate  is  nearly  10%.  I 
state  is  caught  in  a  vicious  cycle,  v 
job  losses  in  key  sectors  causing  c 
straints  in  spending,  cutbacks  in  f 
duction  and  more  layoffs,"  says  U 
economist  David  Hensley.  "The 
no  end  in  sight." 

Schulte,  a  financial  man  who  he 
ed  Salomon  Brothers'  workout 
partment  in  the  early  1980s,  says 
store  upgrades — $453  million  in 
provements      between      now 
1997 — can  still  be  funded  from  ( 
flow.  During  the  tough  haggling  i 
the  bankruptcy  reorganization, 
and  Schulte  squeezed  more  than 
million  in  rent  reductions  and  coi 
butions  from  landlords  for  store 
provements.  They  are  also  nego 
ing  to  sell  other  stores  or  assign 
leases  to  other  retailers.  The  dis 
sure  statement  Carter  Hawley  file 
part  of  its   reorganization   says 
company  expects  to  generate  ab 
$96  million  in  cash  flow  (earn 
before  taxes  and  depreciation)  i 
year,  more  than  enough  to  pa\ 
$75  million  in  capital  improvern 

Maybe,  but  those  estimates 
probably  too  rosy,  given  the  ol 
state  of  the  California  economy 
ter  Hawley's  cash  flow  project 
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When  gold  must  do  more  than  glitter. 


Omega  Speedmaster  Automatic 
n's  chronograph  with  moon  phase  in  18K  gold 
Scratch-resistant  sapphire  crystal. 
Water  resistant. 
Swiss  made  since  1848. 


dneyMdbell  Fine  Jewelry 


Lobby  Fairmount  Hotel 

950  Mason  Street 

San  Francisco,  CA9410 

(415)421-4747 


OMEGA 

The  sign  of  excellence. 


Carter  Hawley  Hale 

assume  California  will  begin  a  sus- 
tained economic  recovery  early  next 
year — and  that  Carter  Hawley's  same- 
store  sales  will  pick  up  between  5.6% 
and  6.6%  every  year  from  1993 
through  1997. 

Those  predictions  are  at  odds  with 
virtually  every  expert's  assessment. 
Same -store  sales  fell  10%  last  year  and 
were  off  3%  last  quarter.  And  Carter 
Hawley  has  proved  itself  a  notoriously 
wretched  forecaster.  In  May  1991,  for 
instance,  the  company  projected  it 
would  lose  S5  million  that  fiscal  year. 
Final  loss  turned  out  to  be  $217 
million. 

If  cash  flow  doesn't  meet  projec- 
tions, Zell  and  Schulte  concede  they 
will  have  to  either  raise  more  money 
or  curtail  the  improvement  program. 
Meanwhile,  they  must  quickly  find  a 
top  retailer  to  run  the  show.  On  Oct. 
9,  the  day  after  the  company  emerged 
from  bankruptcy,  Philip  M.  Hawiey, 
the  longtime  chief  executive,  an- 
nounced plans  to  retire  by  Jan.  31. 
They'll  almost  certainly  have  to  go 
outside:  There's  no  heir  apparent,  and 
the  company  has  always  been  regard- 
ed as  light  on  management. 

Carter  Hawiey  Hale  shares  were 
trading  recendy  for  6V2.  At  that  price, 
Zell/Chilmark  is  now  showing  an 
S88  million  paper  loss — which  may 
not  sit  too  well  with  their  outside 
investors,  who  are  paying  Zell  and 
Schulte  annual  fees  of  about  $17.5 
million  to  manage  the  SI  billion  fund. 
Zell  and  Schulte  told  investors  when 
they  were  raising  the  fund  that  they 
aimed  for  a  compound  annual  pretax 
return  of  40%. 

Patience,  Schulte  says,  adding:  "I 
do  think  the  only  thing  that  will  lead 
me  to  regret  this  [deal]  is  if  California 
died." 

One  who  doesn't  regret  the  deal  is 
Jeffrey  Werbalowsky,  financial  adviser 
to  Carter  Hawley's  old  creditors, 
many  of  whom  tendered  their  bonds 
to  Zell  and  Schulte  for  47  cents  on  the 
dollar.  Says  Werbalowsky:  "When  we 
sold  those  bonds,  we  knew  that  if  the 
economy  and  department  store  in- 
dustry recovered,  Zell/Chilmark 
would  make  a  lot  of  money,  but  we 
also  knew  if  the  economy  and  the 
company  continued  to  go  down, 
we'd  be  very  happy  we  sold."  Werba- 
lowsky adds  (pause),  "And  we're  very 
happy  we  sold."  ■■ 


With  its  basic  business  facing  increasingly  intense 
competition,  discount  broker  Quick  &  Reilly  has 
quietly  made  shrewd  acquisitions. 

££We'll  come  out 


all  right" 


By  Richard  Phalon 

Leslie  Quick  Jr.,  chairman  of  dis- 
count broker  Quick  &  Reilly,  and  the 
four  sons  who  share  his  management 
responsibilities  have  a  shrewd  sense  of 
opportunity.  Over  the  last  several 
years,  they've  made  a  string  of  canny 
acquisitions,  including  forays  into  the 
arcane  world  of  Big  Board  specialist 


firms,  two  of  them  at  distress  prices. 
No  other  discounter  has  taken  thi; 
route,  and  now  Quick  is  trying  t( 
broaden  his  beachhead.  He  is  dicker 
ing  to  acquire  yet  another  New  Yorl 
Stock  Exchange  marketmaker 
Stokes,  Hoyt  &  Co.  It  has  beei 
around  since  1875  and  handles  sue! 


Les  Quick  and  his  children:  (from  left)  Peter 
Thomas  and  Leslie  III 
Discounting  is  no  longer  enough. 


)her,  Nancy, 
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dr.  Lets  get  down  to  business?  Technology  is  amazing,  isn't  it?  Imagine,  phones  that  can  ring  up  sales.  Well  in  truth, 
hlies  do  play  an  integral  part.  But  it's  people,  GTE  people,  who  really  make  it  work.  First,  we  begin  by  looking  closely  at  how  your 
u ness  works.  Then,  we  evaluate  your  needs.  For  example,  are  you  linked  to  your  warehouse  across  town?  Can  customers 
iWys  reach  you?  And  heaven  forbid,  are  you  losing  calls?  Next  we  recommend  solutions.  Ones  that  can  help  increase  new  and 
er  it  business.  Even  help  employees  be  more  productive.  The  goal,  of  course,  is  to  allow  you  to  concentrate  on  your  business, 
i  our  phones.  Because  we  all  know  in  retail  there  are  two  absolute  laws:  the  customer  is  always  right.  And  the  competition 
s  ways  right . . .  behind  you.  For  more  information  about  ^^^^^^^^^^^m  call  your  local  GTE  Sales  Office. 


GTE 


THE  POWER  IS  ON 


Quick  &  Reilly 

big-name  stocks  as  Chiquita  Brands, 
Unilever  and  General  Electric. 

The  acquisition,  if  successful,  will 
put  Quick,  with  a  book  of  more  than 
100  issues,  among  the  Big  Board's 
top  five  specialist  operations.  But  why 
is  this  tidily  run  discounter  taking  on 
exposure  to  a  rigidly  supervised  fran- 
chise and  a  good  deal  of  risk? 

A  specialist's  function,  stripped  to 
essentials,  is  to  dampen  stock  market 
volatility  by  buying  when  the  public  is 
selling,  selling  when  the  public  is  buy- 
ing. That  can  get  pretty  dicey,  espe- 
cially in  selling  panics.  Specialist  out- 
fits like  A.B.  Tompane  &  Co.,  which 
toughed  out  even  the  1929  crash, 
were  so  hard  hit  by  the  market  break 


Quick  sketches  the  dynamics  of  the 
specialist  business.  The  profits  come 
from  two  sources:  commissions  on 
orders  left  at  the  trading  post  by 
brokers  for  execution  when  a  stock 
hits  a  target  price;  money  turned  by 
trading  in  and  out  of  the  market  in 
keeping  with  the  specialist's  respon- 
sibility to  smooth  out  price  varia- 
tions. The  costs:  mainly  floor  clerks 
and  interest  charges  on  money  bor- 
rowed to  help  finance  the  trading 
operation. 

"No  fixed  costs,  no  bricks  and  mor- 
tar like  the  discount  offices,"  explains 
Quick.  "And  with  floor  people  who 
have  a  trading  mentality,  most  of  the 
time  you  can  go  home  flat — no  inven- 


Commissions  checklist 


Basic  charge Minimum 

500  shares/    100  shares/    commission 
$20  share       $30  share 


Full-service  houses 

Dean  Witter 
Merrill  Lynch 
Shearson  Lehman 

Discounters 

Charles  Schwab 
Fidelity 
Olde  Discount 
Quick  &  Reilly 
Waterhouse 


$230 
238 
246 


110 
110 
80 
84 
61 


$84 
86 
83 


55 
54 
40 
49 
35 


$50 

none 

50 


Transaction 
fee 


$2.35 
4.85 
3.85 


For  the  investor 
who  doesn't 
want  a  lot  of 
hand-holding, 
the  discounters 
are  knocking 
themselves  out 
to  provide 
a  cost  edge. 


39 

none 

39 

none 

20 

none 

38 

none 

35 

none 

of  1987  that  they  had  to  be  nudged 
into  stronger  hands.  Among  the 
nudged  was  the  specialist  book  that 
Quick  bought  out  of  the  junk  bond 
wreckage  of  Drexel  Burnham  Lam- 
bert some  2V2  years  ago. 

Quick  has  been  buying  cheap  and  is 
convinced  that  he  is  buying  good. 
"It's  a  great  business,"  he  says,  add- 
ing that  the  potential  risk  can  be 
overemphasized.  "You  don't  have  to 
step  in  front  of  the  train  every  day," 
says  Quick.  "And  where  else  can  I 
earn  40%  pretax?" 

Needless  to  say,  you'll  never  hear  as 
roseate  an  assessment  from  the  New 
York  Stock  Exchange,  which  tends  to 
paint  this  often  fractious  segment  of 
its  membership  as  a  public  service, 
committed  to  grappling  with  the  im- 
ponderables of  the  marketplace  for 
the  good  of  all. 

Cutting    through     the     rhetoric, 


tory  to  worry  about  if  something  goes 
sour  overnight." 

If  this  is  such  a  nice  business,  how 
come  Quick  is  able  to  buy  into  it  so 
easily?  Old-line  specialists,  the  two- 
and  three-man  firms  long  typical,  are  a 
vanishing  breed.  Short  of  the  capital  it 
takes  to  survive  in  a  market  made 
increasingly  volatile  by  such  new 
wrinkles  as  program  trading,  they 
have  opted  out  to  the  deeper  pockets 
of  Les  Quick  and  other  Big  Board 
buyers  like  Merrill  Lynch  and  Bear, 
Stearns. 

By  moving  deeper  into  the  special 
ist  business,  Quick  gets  economies  of 
scale  on  labor  costs — adding  addi- 
tional stocks  doesn't  require  propor- 
tionate increase  in  labor.  There  have 
been  tax  advantages,  too.  Quick  has 
been  amortizing  the  cost  of  his  acqui- 
sitions at  a  fast  rate  and  is  now  begin 
ning  to  watch  more  of  his  specialists' 


gross  drop  to  the  bottom  line. 

Acquisition  of  specialists  and  paral 
lei  diversification  into  the  stock  clear 
ing  business  are  a  useful  hedg 
against  increasing  competition  in  th' 
discount  trade,  now  populated  b 
more  than  100  discount  firms,  man 
far  cheaper  than  Quick  &  Reilh 
While  Quick's  commission  schedule 
are  well  under  those  of  full-servic 
houses  like  Merrill  Lynch  and  Sheai 
son  (see  table)  and,  in  most  pric 
slots,  lower  than  those  of  its  tw 
major  discount  rivals,  Fidelity  an 
Charles  Schwab,  they  are  way  abov 
those  of  such  pipe  rack  discounters  a 
Olde  Discount  and  Waterhous< 
which  jostle  for  investor  attention  b 
offering  to  deal  for  as  litde  as  a  cer 
and  a  half  a  share.  One  result  of  th 
sharpening  battle  for  market  share 
that  Quick's  advertising  costs  hav 
doubled  (from  2.2%  to  3.2%  of  sale' 
in  the  last  three  years. 

But  in  part  because  of  its  diversific 
tion,  Quick's  profit  margins  have  hel 
up  well.  For  the  U.S.'  biggest  di 
counter,  Charles  Schwab,  profits  wei 
off  41%  last  quarter  (to  20  cents 
share,  from  34  cents).  But  Quick 
rose  8%,  to  53  cents. 

Also  contributing  to  Quick's  betti 
showing  is  the  difference  between  h 
growth  strategy  and  that  of  Schwal 
Quick  has  been  opening  new  ston 
fronts  at  a  much  more  cautious  rai 
than  Schwab  has  and  has  been  able  i 
keep  a  tighter  hold  on  labor  costs. 

Quick's  tight  operation  and  his  d 
versification  should  stand  him  i 
good  stead  with  average  daily  tradir 
on  the  Big  Board  down  to  1 87  millio 
in  the  third  quarter,  from  206  millic 
in  the  first  half. 

In  becoming  increasingly  depei 
dent  upon  profits  from  his  special] 
business,  isn't  Leslie  Quick  makir 
too  many  bets  on  an  obsolete  run 
tion?  Many  financial  people  look  c 
the  specialists  as  an  expensive  anacl 
ronism  that  must  ultimately  be  force 
into  extinction  by  the  no-middle-md 
electronic  markets  that  have  takl 
root  almost  everywhere  else 
the  world. 

"People  have  been  saying  thai  I 
years,"  he  notes  with  a  wave  oft! 
hand.  "I  can't  tell  the  future.  All 
know  is,  if  we  buy  cheap,  keep  i 
costs  down  and  risk  our  capital  intel 
gently,  we'll  conic  out  all  right." 
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Our  suite  deal  just  closed. 
Your  suite  deal  just  began. 


w 


XI 


Introducing  Sheraton  Suites 
at  special  Sure®Saver  rates. 

We're  happy  to  announce  the  acquisition  of  six  all-suite  hotels  from  Marriott.  So 
now,  along  with  our  four  existing  properties,  you  will  have  ten  Sheraton  Suite 
Hotels  to  choose  from.  All  at  our  special  SureSaver  rates. 

And  if  you're  an  ITT  Sheraton  Club  International  member,  you'll  get  double 
points  and  double  bonus  miles  in  either  American  or  United  Airlines  Frequent 
Flyer  Programs  when  staying  in  any  of  the  new  Sheraton  Suites.  This  offer  is 
good  until  11130192. 

For  reservations  call  your  travel  agent  or  800-325-3535. 


Previous       SureSaver      SureSaver     SureSaver 
Rack           Business          14-Day         Weekend 
Rates             Rates      Advance  Rates      Rates 

Akron  1  Cuyahoga  Falls,  OH 

Sheraton  Suites  Cuyahoga  Falls 

$135 

$108 

$99 

$89 

Atlanta/Cumberland,  GA 

Sheraton  Suites  Cumberland 

$119 

$  99 

$  89 

$  79 

Chicago lO'Hare,  IL* 

Sheraton  Suites 
Elk  Grove  Village 

$135 

$125 

$115 

$  65 

Columbus,  OH* 

Sheraton  Suites  Columbus 

$110 

$102 

$94 

$  85 

Dallas,  TX* 

Sheraton  Suites  Market  Center 

$130 

$120 

$115 

$  75 

Ft.  Lauderdale /Plantation,  FL 

Sheraton  Suites  Plantation 

$117 

$  95 

$  79 

$  69 

Kansas  City,  MO* 

Sheraton  Suites 
Country  Club  Plaza 

$139 

$128 

$108 

$104 

Los  Angeles/Pomona,  CA 

Sheraton  Suites  Fairplex 

$105 

$  95 

$  89 

$  85 

Washington,  DC/Alexandria,  VA* 

Sheraton  Suites  Alexandria 

$149 

$139 

$119 

$  69 

Wilmington,  DE* 

Sheraton  Suites  Wilmington 

$152 

$142 

$129 

$  99 

*  New  Sheraton  Suites  offering  double  points  and  double  miles. 


fGrt 
Sheraton  Suites 


ITT 


Sheraton 


SureSaver  rates  are  not  applicable  to  groups.  Subject  to  change  without  notice  and  based  upon  availability. 
Rates  do  not  include  taxes  and  gratuities.  Some  restrictions  apply.  ©  1992  ITT  Sheraton  Corporation. 
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The  television  news  crews  and  filmmakers  don't  normally  travel 
to  places  like  Cedar  Rapids,  Iowa,  Kenosha,  Wis.  and  Garden  City, 
Kans.  If  they  did,  they  might  not  be  so  gloomy  about  the  prospects 
for  the  American  economy. 


Dynamism 


By  Gary  Slutsker 

New  England  has  lost  half  a  million 
jobs  since  the  recession  began  in  July 
1990.  California  has  lost  650,000 
jobs  in  the  same  period.  But  in  the 
Midwest  it's  a  different  story.  Many 
small  to  medium-size  communities 
are  adding  jobs. 

The  cornfields  are  yielding  a  record 
harvest,  and  farmland  prices  are  up. 
The  factories,  which  were  written  off 


by  the  "industrial  policy"  intellectu- 
als in  the  early  1980s  as  unsalvageable 
rustbuckets,  are  now  world-beater  ef- 
ficient. Unit  labor  costs  have  come 
way  down  and  now  beat  both  German 
and  Japanese  costs.  Exports  have 
gone  way  up. 

Get  away  from  the  big  cities,  and 
the  employment  problem  is  finding 
enough  able  bodies  to  fill  the  jobs 


now  available.  Unemployment  rates! 
outside  Chicago  and  Detroit,  are  welj 
below  the  national  average  of  7. 
But  even  in  Chicago  the  rate  isni 
above  the  national  average.  In  Wis! 
consin,  a  heavy  manufacturing  state! 
the  jobless  rate  is  5.4%;  Iowa,  3.8%| 
Indiana,  5.9%.  Last  year  NebraskJ 
tied  for  the  lowest  rate  in  the  nation- 
2.8% — and  now  stands  at  3.3%. 


FUTURE  SITE  OF 

MATTHEWS  PAINT  COMPANY 


Construction  at  Lakeview  Corporate  Park  in  Kenosha,  Wis. 

What  do  you  get  when  you  combine  low  debt,  high  labor  productivity, 

strong  export  markets  and  rising  consumer  confidence? 
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le  Guardian  Life  Insurance  Company  of  Americ 
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T 

>RTUNE  -%QQ 

to  LARGEST  LIFE  INSURANCE  COMPANIES 


FORTUNE*  magazine  rates 
The  Guardian,  for  the  second 
time,  ahead  of  every  other 
major  insurance  company  in 
an  important  category. 

First,  it  was  Financial  World  magazine  that  gave 
The  Guardian  top  honors  as  the  #1  insurer  of 
the  42  U.S.-based  life  and  health  insurance 
companies  with  assets  of  $5  billion  or  more. 
Now  FORTUNE  magazine,  in  a  recent  article, 
has  recognized  The  Guardian  again  as  the  #1 
insurance  company  of  the  50  largest  in  America 
based  on  net  income  as  a  percent  of  assets.  And 
that's  a  major  factor  in  determining  an  insurer's 
financial  strength. 

Yesterday 

The  Guardian  has  built  its  reputation  of  strength 
and  stability  one  day  at  a  time  since  1860.  That's 
over  a  century  of  delivering  quality  products 
and  service  to  individuals,  groups  and  corporate 
policyholders.  And  over  a  century  of  making 
sure  our  fiscal  house  is  in  order. 

Today 

Yesterday's  attention  to  quality  is  continuing  to 
pay  off  for  The  Guardian  today. 

The  Interest  Adjusted  Cost  Index,  an  industry 
standard  for  use  in  comparing  product  perform- 
ance, shows  just  how  strong  The  Guardian 
really  is.  Last  year,  The  Guardian  ranked  first 
industry-wide  on  the  basis  of  20-year  Interest 
Adjusted  Costs  at  ages  25,  35,  and  45.  And 
our  1992  dividend  payment  is  the  132nd 
consecutive  in  The  Guardian's  history.  This 
financial  strength  translates  to  real  benefits 
for  Guardian  policyholders. 

Today,  The  Guardian  is  one  of  only  a  handful 
of  insurance  companies  that  have  earned  the 
highest  ratings  possible  from  each  of  the  three 
major  independent  financial  rating  services. 
AAA  from  Standard  &  Poor's.  Aaa  from 
Moody's.  A ++  from  A.M.  Best. 

Tomorrow 

We'll  be  here  for  you  tomorrow  just  as  we  were 
here  for  you  yesterday.  Because  at  The  Guardian, 
our  policyholders  are  #1. 

Find  out  more  about  the  financial  strength  of 
The  Guardian.  And  more  about  our  superior 
products  and  services  for  Life  Insurance, 
Group  Insurance,  Reinsurance,  D'sability 
Income  Protection,  Equity  Products,  or 
Asset  Management*. 

Call  1-800-662-1006. 


w  The  Guardian6 

The  Intelligent  Choice8" 


e 


1      8 


'Equity  products  are  offered  through  Guardian  Investor 
Services  Corporation*  a  wholly-owned  subsidiary  of 
Guardian  Insurance  and  Annuity  Company. 

©1992  The  Guardian  Life  Insurance  Company  of  America 


Midwest  economy 


Cedar  Rapids, 
Iowa 

A  ONE-TWO  PUNCH  hit 

this  city  of  110,000  in  the 
early  1980s.  Farming 
went  into  depression, 
pricking  a  speculative 
bubble  in  land  prices, 
which  dropped  around 
60%  from  their  peak  as 
overleveraged  farmers 
were  forced  to  sell.  Mean- 
while, bankers  were  also 
going  into  convulsions  as 
collateral  values  plunged. 

Then,  from  1983  until 
late  in  1985,  the  dollar 
surged  (remember  the 
strong  dollar?);  exports 
withered  and  the  manu- 
facturing shakeout  devas- 
tated the  industrial  half  of 
the  city's  economy.  The  fi- 
nal straw  was  when  Mil- 
waukee heavy  equipment 
maker  Harnischfeger  said 
it  would  shut  down  its  giant 
crane  factory  in  the  mid- 
1980s.  That,  combined 
with  a  similar  closing  at 
an  fmc  plant,  eliminated 
around  3,000  jobs. 

Things  weren't  as  bad 
in  Cedar  Rapids  as  else- 
where in  the  Midwest — 
unemployment  here 
peaked  at  just  9.7%  in 
1982.  But  that  was  higher 
for  Cedar  Rapids  than  at 
any  time  since  the  1930s 
Depression. 

In  most  big  cities,  the 
politicians  blame  business 
for  the  community's  eco- 
nomic problems  and  then 
raise  taxes  to  balance 
bloated  budgets.  But  in  Ce- 


dar Rapids,  the  mayor 
and  business  leaders  react- 
ed by  raising  $300,000  to 
pay  for  professionals  to  go 
out  and  drum  up  jobs. 

Within  three  years  the 
cooperative  effort  paid  off. 
A  West  German  automo- 
tive supplier  called  Rud 
Chain  chose  to  situate  its 
first  U.S.  outpost  in  Cedar 
Rapids.  Since,  three  more 
German  factories  have  fol- 
lowed suit,  attracted  by 
the  town's  low  corporate 
taxes  and  skilled  work 
force.  For  example,  its  sin- 
gle-factor corporate  in- 
come tax  is  based  only  on 
sales  within  the  state. 

In  1989  a  Finnish 
chemical  company  and 
Eastman  Kodak  situated 
a  joint  bio  tech  plant  in  Ce- 
dar Rapids.  That  year 
South  Korean  Poongsan 
Corp.  bought  the  aban- 
doned Harnischfeger  plant. 
Poongsan  has  invested 
more  than  $200  million, 
turning  it  into  a  modern 
copper  and  brass  foundry. 
The  plant,  called  pmx  In- 
dustries, opened  earlier  this 
year  and  now  has  200 
workers,  on  the  way  to  700 
by  the  end  of  1995,  when 
a  new  stainless  steel  mill  will 
be  operating. 

Earlier  this  year  Cedar 
Rapids  raised  $3.2  million 
in  new  money — 90%  of 
which  came  from  private 
sources — to  push  for 
more  inward  investment. 
The  unemployment  rate 
is  back  down  to  a  very  mod- 
est 4%.  -G.S.  MM 


The  old  Harnisch- 
feger plant  (above); 
worker  at  PMX 
Industries  (left); 
PMX's  Chung  Ryu 
and  Donald  Cannev 
ex-mayor  of  Cedar 
Rapids 

Cooperation 
paid  off. 


These  states — and  the  three  com- 
munities profiled  here — are  not  often 
visited  by  the  nighdy  news  teams. 
Perhaps  that  is  why  the  commentators 
are  so  relendessly  gloomy  about  the 
state  of  the  economy  during  this  elec- 
tion campaign.  The  regions  also  serve 
to  remind  people  of  an  important 
point:  that  in  dynamic  economies 
(and  the  U.S.  is,  it  is  hoped,  still  the 
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world's  most  dynamic),  what  goes 
down  usually  comes  back  up  again. 

The  migration  of  work-seeking 
Midwesterners  to  the  Sunbelt  and 
both  coasts  that  began  in  the  late 
1970s  and  accelerated  in  the  early 
1980s  has  slowed  to  a  trickle  and  is 
about  to  stop.  In  Wisconsin,  Minne- 
sota and  Nebraska,  it  has  actually 
reversed  to  produce  a  small,  net  posi- 


tive migration.  "Some  sort  of  turn 
around  is  in  progress  for  the  Mid 
west,"  says  Larry  Sink,  a  demogrj 
pher  for  the  Census  Bureau  wh> 
tracks  migration  flows  based  on  ta 
return  data  supplied  by  the  IRS. 

The  region  has  some  excellent  l 
nancial  fundamentals  on  which  t 
build.  For  example,  consumer  debt  i 
the   Midwest   is   the   lowest    of  an 
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rden  City,  Kans. 

Iypically,  Garden 
ly's  population  grew  by 
Jiird  between  1980  and 
bo,  to  just  over  24,000, 
lile  some  rural  farm  com- 

lities  like  it  were  shriv- 
lig.  The  reason?  Two  gi- 
|itic  slaughterhouses, 

:  opened  in  1982  by  ibp, 
I ploying  2,800,  and  a 
lond,  owned  by  Con- 
jra's  Monfort  opera- 

l,  employing  1,200.  To- 
jiher  the  plants  kill 


9,000  head  of  catde  a  day, 
all  year  round. 

Thanks  to  these  two 
employers,  unemployment 
has  ranged  from  2%  to  a 
high  of  4%.  The  plants  have 
also  spawned  jobs  at  sup- 
pliers, such  as  Inland  Con- 
tainer's plant  that  makes 
the  boxes  the  meat  goes  in. 
There  is  now  also  a  hospi- 
tal with  450  employees  that 
serves  as  a  regional  medi- 
cal center. 

There  are  other  places 
like  Garden  City  around 
the  Great  Plains,  places 


like  Dodge  City,  Kans.  and 
Waterloo,  Iowa.  High 
costs  have  driven  slaughter- 
houses away  from  rail- 
head cities  like  Chicago, 
Des  Moines  and  Kansas 
City,  and  closer  to  the  live- 
stock. To  compete 
against  chicken,  fish  and 
soy  products,  meat- 
packers  needed  huge,  low- 
cost  facilities,  requiring 
space  not  available  in 
towns.  Labor  costs  are 
down,  too,  since  ibp  broke 
the  power  of  its  union, 
the  United  Food  &  Com- 


mercial Workers,  during 
the  1980s. 

The  number  of  people 
looking  for  work  in  Garden 
City  and  environs  is  so 
low — and  turnover  so  high 
in  this  unpleasant  line  of 
work — that  the  meat- 
packers  had  to  recruit  im- 
migrants. Most  are  Viet- 
namese and  Mexicans. 
Storm  Lake,  Iowa  (pop. 
8,769),  a  hogtown  near 
Sioux  City,  now  has  a  Lao- 
tian community.  The 
U.S.  melting  pot  is  still 
bubbling.  -G.S.  WM 


i;ion  in  the  country.  In  addition,  the 
idle  part  of  the  country — every- 
lg  but  the  two  coasts — actually 
bwed  that  consumer  confidence 
Is  rising  in  the  September  Confer- 
ee Board  survey.  "We  seem  to  be 
:king  the   national   trend,"   says 
1st     Chicago     economist     Diane 
[onk.  "The  Midwest  is  the  only 
lion  where  we  still  have  cash  and 
ability  to  borrow  it." 


One  factor  that  has  dampened  the 
animal  spirits  of  so  many  people  on 
both  coasts  is  the  fact  that  their  houses 
have  been  falling  in  value,  in  some 
cases  rather  sharply.  But  house  prices 
never  shot  up  in  the  Midwest  as  they 
did  on  the  coasts  during  the  1980s. 
The  volume  of  sales  of  single-family 
homes  rose  15%  in  July  in  the  Mid- 
west and  kept  rising  in  August,  when 
sales  declined  nationally.  And  median 


prices  for  existing  homes  in  the  first 
half  of  this  year  are  up  4.4%  from  a 
year  ago,  to  $81,500.  (The  national 
median  is  $103,600,  up  2.3%  for  the 
same  period.)  Firm  collateral  values 
make  local  bankers  feel  good,  too, 
and  encourage  them  to  approve  credit 
applications  faster  than  their  coastal 
peers  do. 

The   auto  industry's   problems — 
GM's    restructuring    in    particular — 


I  Kentucky  has  produced  2  Presidents, 
Vice-Presidents,  and  one  distinguished 
uor  cabinet  member. 


101  proof,  real  Kentucky 


FT  OF  WILD  TURKEY»/101  PROOF  ANYWHERE*  CALL  1-800-BE  THERE.  'EXCEPT  WHERE  PROHIBITED.  KENTUCKY  STRAIGHT  BOURBON  WHISKEY  50  5%  ALC /VOL  AUSTIN,  NICHOLS  DISTILLING  CO.,  LAWRENCEBURG,  KY  ©  1991. 


Midwest  economy 


Kenosha,  Wis. 

Having  one  dominant 
employer  in  town  is  always 
risky.  In  this  case  it  was 
American  Motors  Corp., 
which  as  recently  as  the 
early  1960s  employed 
16,500  United  Auto 
Workers  in  this  town  of 
80,000  people,  halfway 
between  Chicago  and  Mil- 
waukee on  Lake  Michi- 
gan. As  AMC  spiraled  down- 
ward, so  did  Kenosha.  By 
1985  amc  employment  was 
down  to  around  8,000. 
Chrysler  purchased  amc  in 
1987  and  soon  closed  the 
plant.  Unemployment  in 
Kenosha  rocketed  to 


18.5%. 

The  town  tried  to  help 
by  setting  up  a  training  cen- 
ter in  the  United  Auto 
Workers  union  hall,  funded 
with  $7.5  million  in 
mostly  state  and  federal 
money.  But  the  key  ele- 
ment in  Kenosha's  recovery 
was  a  1,200-acre  indus- 
trial park  set  up  by  Keno- 
sha's electric  utility,  Wis- 
consin Energy.  It  was 
pitched  as  a  place  to  es- 
cape neighboring  Illinois' 
higher  taxes  and  electric- 
ity bills. 

Firms  situated  in  the 
park,  such  as  a  Super  Valu 
regional  distribution  cen- 
ter and  a  Rust-Oleum  plant 
and  research  lab,  have  so 


far  created  2,000  new  jobs. 
Other  new  industrial 
parks  have  followed.  The 
city's  biggest  property 
taxpayer  is  now  a  booming 
new  dog  track.  Unem- 
ployment is  down  to 
around  6%. 

Center,  of  some  of  the 
nation's  most  populist  eco- 
nomic policies  in  years 
past,  Wisconsin  has  been 
adopting  more  probusi- 
ness  tax  policies.  The  top 
rate  of  personal  income 
tax  was  just  cut  from  nearly 
12%  to  7%;  next  year  the 
state  inheritance  tax  will  be 
eliminated. 

Residential  real  estate 
activity,  always  a  good  ba- 
rometer, is  up,  too.  In 


1985,  the  nadir,  70  hous- 
ing permits  were  issued  in 
the  county.  Now  over  700  a 
year  are  being  issued. 

Not  everyone  is 
pleased  with  the  turn- 
around. About  20%  of 
laid-off  Chrysler  workers 
are  still  out  of  work.  An- 
other 60%  earn  less  than 
$20,000  a  year,  less  than 
two-thirds  of  entry-level 
pay  at  AMC.  But  would 
things  have  been  better  had 
government  intervened 
and  guaranteed  the  jobs? 
Better  for  the  individual 
workers,  maybe;  better  for 
the  local  economy  and 
younger  people  preparing 
to  enter  the  work  force, 
certainly  not.        -G.S.  H 


13 


The  new  dog  track  in  Kenosha,  which  employs  850 
mostly  minimum  wagers,  and  new  home  construction 
Not  everyone  is  pleased  with  the  turnaround. 


continue  to  hurt  Detroit  and  parts  of 
Ohio  and  Indiana.  But  the  big  story  in 
the  car  business  is  massive  productivi- 
ty improvements — 8%  or  more  over 
the  last  three  years,  according  to  Har- 
bour &  Associates,  a  Troy,  Mich, 
consultancy.  "Ford  plants  are  nearing 
the  levels  of  productivity  of  the  Japa- 
nese transplants,  and  Chrysler  is  not 
too  far  behind,"  says  industry  analyst 
Ron  Harbour.  The  automotive  work 
force  is  shrinking  and  relocating,  but 
it  is  not  disappearing. 

Cities  like  Indianapolis,  Omaha, 
Des  Moines,  Milwaukee  and  Minne- 
apolis have  been  expanding,  largely 
by  diversifying  away  from  traditional 
industries.  Des  Moines,  once  a  meat- 
packing center,  has  moved  heavily 


into  insurance  and  credit  card  pro- 
cessing. Milwaukee,  a  heavy  equip- 
ment manufacturing  magnet,  today  is 
haven  to  15  major  mutual  fund 
groups.  Few  people  in  these  cities 
equate  service  sector  employment 
with  lowly  paid  jobs  flipping  ham- 
burgers or  making  potato  chips. 

There  are  weak  spots.  Big  cities  like 
Chicago  and  Detroit  still  have  to 
emerge  from  the  downturn.  Throw  a 
stone  blindfolded  from  the  front  of 
the  Sears  Tower  in  Chicago's  Loop 
business  district,  and  you  are  bound 
to  hit  a  big,  fancy  office  building  that 
is  less  than  half  full.  Even  Sears  is 
emptying  the  lower  half  of  its  tower's 
110  floors  as  it  completes  its  move  to 
new     suburban     headquarters     by 


Thanksgiving.  But  the  weakness 
the  big  cities  tends  to  highlight  til 
resiliency  of  the  smaller  towns,  wil 
their  modernized  factories,  highj 
productivity,  world- competitive  i| 
bor  costs  and  record  exports. 

What's  happening  here  is  anot 
episode  in  the  rolling  recession  ai 
restructuring  that  has  been  under  w  | 
in  the  U.S.  since  the  mid-1970s, 
cession  hit  the  Midwest  first,  then 
Oil   Belt,  now  the   East  and  W(j 
coasts.  The  Midwest  has  recovcrc 
Reports  from  Texas  suggest  that 
oil  region  is  recovering.  In  a  lew  \  o 
the  coastal  economies  will  recoverl 
unless,  that  is,  the  political  prod 
gets    in    the    way    of  the    mvisil 
hand. 
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If  the  90s  are  a  time  of  getting 
more  for  your  money,  the  new 
Audi  90  is  ideally  suited  for 


invitation  to  drive.  While  the  drive        Head  into  the  nearest  turn  and 


is  made  safer  with  a  driver-side 


the  times. 


system),  self-tensionmg 


Slip  behind  the  wheel  of  the  belts,  and  anti-lock  brakes. 


sporty  new  Audi  90  and  you' 


leave  the  excesses  of  the  80s,  and         you  'II  be  greeted  by  the  same 


you'll  experience  what  it  means 


airbag  (supplemental  restraint  to  take  control. 


The  Audi  Advantage  lets  you 
take  control  of  expenses,  too,  by 
covering  all  scheduled  mainte- 
nance costs  for  3  years  or  50,000 


just  about  everything  else,  behind.         responsive  V-6  engine  that  powers        miles,  and  includes  24-hour  road- 


Its  comfortable  interior  is  an         the  highly  acclaimed  Audi  100. 


side  assistance' 


U  fMtin^ 


6  0  () 


TAKE  CONTROL 
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Do  you  sincerely  want  to  start  and  run  your  own  business? 

Begin  by  studying  the  14th-century  success  story  of  Robert  the  Bruce. 

If  at  first  you 
don't  succeed  .  .  • 


By  Fleming  Meeks  and  R.  Lee  Sullivan 

Judy  Sims  is  one  of  three  children  of  a 
Fort  Worth  steel  worker.  From  that 
rather  humble  start  in  life,  Sims,  now 
40,  has  bootstrapped  herself  into  be- 
ing a  multimillionaire  and  chairman 
of  the  board  of  one  of  America's  200 
fastest -growing  public  companies, 
Software  Spectrum,  Inc. 

Judy  Sims  is,  in  short,  a  highly 
successful  entrepreneur. 

How  do  you  get  to  be  a  successful 
entrepreneur  in  this  success-oriented 
society?  Dozens  of  books  have  been 
written  on  this  subject,  and  students 
spend  big  money  to  study  it  in  busi- 
ness school  courses. 

The  answer,  Forbes  has  discovered 
after  doing  a  lot  of  thinking  and  re- 
search, is  not  all  that  complicated.  Of 
course,  you  need  a  reasonable  degree 
of  intelligence,  a  good  deal  of  energy 
and  some  luck,  but  beyond  that  you 
absolutely  must  have  a  desire  to  run 
your  own  business  that  is  so  powerful 
that  repeated  failures  only  increase 
your   determination.    Entrepreneur- 


ship  is  basically  a  matter  of  try,  try  and 
try  again. 

As  far  back  as  her  college  days,  Sims 
had  that  desire  and  that  thick  skin. 
While  attending  Texas  Tech  Univer- 
sity, she  worked  one  summer  in  a  tiny 
tuxedo  rental  shop  in  Fort  Worth. 
Instead  of  sitting  around  waiting  for 
business  to  walk  in  the  door,  Sims 
studied  the  social  pages  of  newspa- 
pers, noting  the  names  of  couples 
announcing  their  engagements.  Then 
she'd  cold-call  the  prospects  with 
pitches  for  renting  them  formal  wear 
for  their  weddings.  It  worked  so  well 
that  Sims  knew  she  had  a  flair  for 
business.  Some  day  she'd  own  her 
own.  In  1977  Judy,  then  a  certified 
public  accountant  with  Grant  Thorn- 
ton, married  Richard  Sims,  also  a  CPA. 
He,  too,  wanted  to  be  his  own  boss. 
Did  they  have  a  great  idea?  No.  Suc- 
cessful entrepreneurs  frequendy  be- 
gin with  nothing  more  than  the  desire 
to  run  a  business.  "We  had  no 
idea  what  that  business  would  be," 
she  says. 

In  1983  she  and  her  husband  had  a 
kind  of  vague  idea  that  the  personal 
computer  business  offered  lots  of  en- 
trepreneurial opportunities.  An  in- 
dustry study  they'd  bought  for  $500 
told  them  that  games  and  educational 
software  were  the  way  to  go.  Putting 
up  $40,000  of  their  own  money,  they 
started  a  store  stocked  with  such 
things  in  a  Dallas  strip  mall.  The  store 
was  an  immediate  flop.  After  six  weeks 
of  deafening  silence  at  the  cash  regis- 
ter, they  decided  they  needed  a  new 
plan  fast. 

Sims  hadn't  forgotten  how  she  had 
sold  tuxedo  rentals  by  telephone.  She 
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started  cold-calling  local  businesses  to 
peddle  her  business  software.  An  early 
account  she  landed  was  Ross  Perot's 
Electronic  Data  Systems.  Others  fol 
lowed,  and  the  Sims  couple  moved 
away  from  retailing  to  become  a  direct 
marketer  of  software  to  businesses 
Note  this:  It  wasn't  their  original  idea 
that  saved  them.  It  was  persistenc 
and  entrepreneurial  drive.  "You'vd 
got  to  set  clear  goals  and  stay  fo- 
cused," says  Judy  Sims. 

Today  Spectrum's  sales  reps  and 
telemarketers  hawk  business  softwaij 
in  48  states.  Big  corporate  customer! 
like  Mobil  Oil  Corp.  and  gte  helped 
nearly  double  Spectrum's  earnings,™ 
$3.8  million  on  $159  million  in  sales; 
earnings  through  September  are  uf 
88%  over  last  year. 

If  entrepreneurs  ever  adopt  a  pa 
tron  saint,  it  should  be  the   14th- 
century  Scottish   king,   Robert   thi 
Bruce.  Defeated,  discouraged,  deject! 
ed,  Bruce,  according  to  legend,  wal 
hiding  from  his  English  pursuers  on  J 
remote  island.  Dreamily,  he  noticed  J 
spider  trying  painfully  to  fix  its  web  t(l 
a  wooden  beam.  Again  and  again  thJ 
creature  tried,  only  to  fail  each  time! 
But  it  wouldn't  quit.  It  didn't  seem  t< 
know  how  to  quit.  And  in  the  end  i'  * 
succeeded. 

Leaving  his  lair,  his  spirit  restored 
by  watching  the  determined  spidi 
Robert  the  Bruce  gathered  a  sin 
band  of  followers  and  then,  again 
great  odds,  drove  the  English  out 
Scotland. 

Forres  interviewed  50  founder 
from  this  year's  list  of  200  Best  Sma 
Companies.  In  talking  with  this  m 
mensely  disparate  group  wc  foufl 
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t  one  common  thread.  Virtually  all 
the  founders  said  that  if  their  busi- 
ss  had  gone  under,  they'd  definitely 
ve  started  another.  Call  it  the  Spider 
ndrome. 

In  the  late  Seventies  and  early 
pities  the  American  entrepreneur 
s  a  celebrity  in  his  own  right.  Steve 
«  and  Steve  Wozniak  at  Apple 
>mputer.  Frederick  Smith,  Federal 
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Express.  Ross  Perot,  Electronic  Data 
Systems.  What  made  them  tick?  Their 
careers  were  endlessly  analyzed,  their 
personal  histories  parsed.  Playboy  was 
one  of  many  popular  publications  of- 
fering quizzes  that  rated  your  entre- 
preneurial potential. 

The  pop  psychologists  got  in  on  the 
act.  Thus  Turner  Broadcasting  Sys- 
tem's Ted  Turner  was  cited  as  evi- 


Software  Spectrum's  Richard  and  Judy  Sims 
When  their  software  store  flopped, 
she  started  cold-calling  businesses. 


dence  that  a  son  who  went  through  a 
strained  relationship  with  an  entre- 
preneurial father  was  especially  good 
entrepreneurial  material.  And  Polar- 
oid founder  Edwin  Land,  the  pop 
theorists  opined,  was  proof  that  impa- 
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tient  young  men  who  dropped 
out  of  college  to  start  their 
own  companies  had  a  good 
chance  of  making  it  big. 

We  don't  know  how  many 
sons  started  quarreling  with 
their  fathers  after  reading  this 
stuff.  Or  how  many  dropped 
^  out  of  school.  We  do  know 

1  J  r        that  most  generalizations  were 
WL/  poppycock.     "Most    of    the 

VT\  studies  that  tried  to  say  there 

\^        are     certain     entrepreneurial 
traits  have  been  disproven," 
says  Edward  Moldt,  managing 
director  of  the  Snider  Entre- 
preneurial  Center  at  the  Wharton 
School  of  the  University  of  Pennsyl- 
vania. "Trying  to  come  up  with  pre- 
dictors of  success  is  a  dead  end." 

Except,  that  is,  for  what  the  Sims 
story  tells:  You  need  to  love  the  idea  of 
running  your  own  business  to  the 
point  where  obstacles  and  even  re- 
peated failures  won't  stop  you. 

James  Collins,  a  lecturer  on  entre- 
preneurship  at  Stanford  University's 
business  school,  confirms  this.  He 
says  that  half  the  time,  urge  precedes 
idea  for  successful  entrepreneurs. 
That  is,  their  itch  to  run  a  business 
predates  the  idea  that  ultimately  made 
them  successful.  The  urge  produces 
the  idea,  not  the  idea  the  urge. 

He  cites  Hewlett-Packard's 
founders,  William  Hewlett  and  David 
Packard.  Determined  to  be  their  own 
bosses,  they  started  Hewlett-Packard 
to  make  electronic  bowling  sensors 
and  automatic  urinal  flushers — any- 
thing. The  scientific  measuring 
equipment  and  calculators  that  made 
HP  famous  came  much  later,  after 
painful  trials  and  errors. 

In  Bruce  Lunsford's  life  there  were 
trials  and  errors  aplenty  before  he 
finally  hit  on  the  enterprise  that  has 
made  him  immensely  rich.  He  didn't 
have  a  clue  about  starting  a  business. 
An  attorney  by  training,  Lunsford 
served  as  Secretary  of  Commerce  for 
the  state  of  Kentucky  from  1980  to 
1983.  "When  I  was  in  government,  I 
became  a  manager,"  recalls  Lunsford, 
who  found  that  he  far  preferred  that 
to  politics.  "I  really  wanted  to  build  a 
company,"  he  says.  He  first  thought 
of  opening  a  chain  of  video  stores  or 
building  a  restaurant  chain.  "The 
whole  idea  was  to  develop  efficiencies 
by  duplicating  one  unit  over  and  over 


again,"  he  says.  "I  wasn't  interested 
in  running  one  unit  of  anything." 
These  were  crowded  businesses.  Why 
not  try  tapping  the  growing  market  of 
aging  Americans? 

But  you  can't  build  a  business  on  a 
loose  concept  like  that.  Lunsford, 
now  44,  didn't  get  off  the  ground 
until  he  met  Michael  Barr,  a  physical 
and  respiratory  therapist.  Barr  came 
to  Lunsford  with  an  idea  for  a  special- 
ized hospital  catering  to  catastrophic 
illnesses,  like  heart  disease,  emphyse- 
ma and  trauma- related  accidents, 
which  required  long-term  care  and 
were  moneylosers  for  high-overhead 
hospitals.  By  specializing  in  long- 
term  care,  Barr  figured  he  wouldn't 
need  a  lot  of  the  expensive  state-of- 
the-art  medical  equipment  today's 
general-purpose  hospitals  need.  This 
would  reduce  costs  and  allow  Barr  to 
tap  Medicare  and  private  insurers  for 
reimbursements. 


Barr's  idea  fit  right  into  the  demo- 
graphic profile  Lunsford  was  looking 
to  serve — and  he  bought  it.  "Like 
most  entrepreneurs,  I  identify  oppor- 
tunities better  than  I  create  them,"  he 
says.  "Essentially,  I  met  the  right  guy 
at  the  right  time  with  the  right  idea." 

Vencor,  Inc.  was  born.  Today  the 
seven-year-old  Louisville -based  outfit 
runs  hospitals  in  11  states,  earning 
$10  million  on  revenues  of  $135  mil- 
lion last  year;  earnings  and  revenues 
are  expected  to  climb  more  than  50% 
this  year. 

But  what  if  he  had  failed?  Lunsford: 
"I'm  decisive,  I'm  hardworking  and  I 
don't  need  an  excessive  amount  of 
sleep.  It  just  never  occurred  to  me  that 
I  would  fail." 

James  Logan  started  his  first  paper 
route  at  age  8  in  his  hometown  of 
Westport,  Conn.,  and  by  the  time  he 
was  in  high  school  he  was  mowing  35 
lawns   a  week.   Studying  economics 


Bruce  Lunsford,  chairman  of  hospital  chain  Vencor,  Inc. 
"I'm  decisive,  I'm  hardworking  and  I  don't  need 
an  excessive  amount  of  sleep. 
It  just  never  occurred  to  me  that  I  would  fail." 
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lfyoure  running  a  business,  you'd  do  well  to  carry  MasterCard  BusinessCardT  It  offers 
lefits  to  business  no  personal  credit  card  can.  Like  customized  monthly  management  reports, 
instance. They  help  you  track  and  control  spending,  and  help  make  tax  time  easier.  And  primary 
rental  insurance,  so  your  personal  insurance  isnt  affected* 

No  card  is  accepted  at  more  places  worldwide  and  gives  you  access  to  cash  whenever 
need  it.  And  now  emergency  card  replacement  and  other  services  are  available  at  more  than 
00  Thomas  Cook  offices  worldwide.  So  don  t  just  carry  any  card  for  business.  Carry 
\terCard  BusinessCard.  It's  just  good  business.  See  your  local  banker  for  details. 

MASTER  THE  MOMENT.® 


MasterCard 


i  restrictions  and  limitations  apply.  Program  serviced  by  Access  America ,  Inc .  ©  1 992  MasterCard  International  Incorporated. 
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at  Hamil- 
ton College 
in  Clinton, 
N.Y.,  he  paid 
his  tuition  in  part 
by  starting  a  tree- 
pruning  company.  A 
natural  entrepreneur? 
Yes,  but  in  1977  at  the 
Amos  Tuck  School  at  Dart- 
mouth, Logan  flunked  a  course  in 
entrepreneurship.  He  went  to  New 
York  for  a  job  in  the  international 
planning  department  at  Chemical 
Bank,  but  his  heart  wasn't  in  climbing 
a  corporate  ladder. 

When  the  first  desktop  computers 
began  appearing  in  1981,  Logan  paid 
attention.  Like  Software  Spectrum's 
Judy  Sims  and  Walter  Straub  of  Rain- 
bow Technologies,  Inc.  (see  story,  p. 
196)  and  at  least  a  dozen  more  of  the 
founders  of  companies  on  this  year's 
list,  he  saw  a  giant  opportunity.  How 
to  get  a  piece  of  it?  In  1981  he  began 
haunting  the  computer  store  across 
the  street  from  his  Manhattan  apart- 
ment, trying  to  learn  everything  he 
could  about  microcomputers. 

That  fall  he  quit  his  banking  job  to 
concentrate  on  studying  his  chosen 
market.  Reading  through  technical 
journals  at  the  New  York  Public  Li- 
brary a  few  months  later,  he  came 


across  an  article  about  touch-screen 
computers.  "A  light  bulb  went  off  in 
my  head,"  he  says.  He  imagined 
touch  screens  would  be  the  next  big 
step  in  bringing  computers  to  the 
masses. 

It  wasn't  that  easy.  His  first  move 
nearly  drove  him  under.  Putting  up 
$15,000  of  his  own  money,  he  drew 
up  a  business  plan  for  a  touch-screen 
software  company  and  raised 
$150,000  in  a  limited  partnership 
deal,  hired  a  programmer  and  moved 
to  Massachusetts,  setting  up  shop  in 
the  laundry  room  of  his  program- 
mer's house. 

Before  long  Logan  and  his  pro- 
grammer burned  through  the  cash 
and  were  going  nowhere.  The  avail- 
able touch-screen  technology  was  far 
too  crude  to  run  the  software  they'd 
envisioned.  Then  Logan  met  an  in- 
ventor who  had  some  patents  on 
touch  sensors  that  fit  in  with  his  fledg- 
ling company's  work.  Bringing  the 
inventor  aboard,  he  raised  fresh  mon- 
ey on  the  strength  of  the  patents. 

By  mid- 1983  Logan's  company, 
MicroTouch  Systems,  Inc.,  had  its 
own  touch  screens  ready  for  market. 
Unfortunately,  no  real  market  exist- 
ed. Sales  the  following  year  were  just 
$800,000,  and  losses  continued  to 
mount.  Lining  up  another  $2.5  mil- 
lion in  venture  capital,  Logan  contin- 


ued to  improve  his  product  and  to 
preach  the  touch- screen  gospel  to 
skeptical  software  developers  and  po- 
tential customers. 

Note  that  he  didn't  quit,  despite 
repeated  disappointments.  Logan 
says  he  never  stopped  to  think  what  he 
would  do  if  MicroTouch  went  under. 
"You've  got  to  have  no  choice  but  to 
succeed,"  he  says.  "You've  got  toi 
have  a  maniacal  mind-set." 

His  maniacal  mind-set  paid  off.  In 
early  1987  he  made  the  company's 
first  big  sale,  to  Sperry  Marine,  whic 
used  MicroTouch's  touch  screen  to 
control  on -board  radar  for  merchani 
ships.  Another  sale,  to  Telerate,  for  i 
trading  network,  soon  followed 
the  fourth  quarter  of  1987  the  com 
pany  had  turned  profitable. 

MicroTouch  now  has  50%  of  the' 
market  for  high-end  touch  screen* 
and  is  expected  to  net  $2.3  million,  or 
revenues  of  $31  million,  this  year. 

Roe  Haden  became  an  entrepre 
neur  in  middle  age.  Only  when  he  w; 
suddenly  thrown  out  of  work  did  hi 
discover  that  he  had  a  strong  entri 
preneurial  bent.  At  age  40,  he  w; 
chief  financial  officer  for  a  Minneap 
lis  company  called  Pizza  Venture 
Inc.,  which  owned  150  Godfather 
Pizza  oudets.  He  figured  he'd  wori 
for  the  company  until  he  retired.  B 
in  1983  the  chain  was  merged  into 
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MicroTouch 
Systems  founder 
James  Logan 
"You've  got  to 
have  no  choice  but 
to  succeed." 
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There  is  a  curious  shift  in  business 
these  days,  "back  to  the  basics."  And  it 
seems  as  if  the  sophisticated  fast-trackers 
of  the  '80s  have  been  transformed  into 
the  business  fundamentalists  of  the  '90s. 

Nice  try,  guys.  The  simple  truth  is, 
basics  are  something  you  start  with  and 
take  forward.  Not  retreat  to. 

Over  the  past  10  years  we've 
become  an  insurance  company  with 
$12  billion  in  assets  under  management. 
We've  grown  by  embracing  the  age- 
less basics  of  common  sense  and 
simplicity  and  bringing  them  into  a  new 


age  of  technology  and  management. 

This  has  allowed  us  to  centralize 
and  streamline  operations  in  ways  never 
possible  before.  Allowed  us  to  create 
products  that  are  profitable  against 
today's  ever-changing  financial  land- 
scape. Allowed  us  to  establish  the  most 
cost-effective  means  of  distribution.  And, 
allowed  us  to  be  more  active  managers 
of  our  investment  portfolio. 

The  basics.  By  taking  them 
forward,  they've  taken  us  forward.  To 
where  we  are  today,  to  where  we'll 
be  tomorrow. 
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God- 
father's, 
and  suddenly 
Hatlen  was  fac- 
ing unemployment. 
We'll  let  him  pick  up 
the  story.  "I  was  sitting  at 
my  desk  one  day  and  the 
chairman,  who  founded  the 
company,  came  into  my  office 
and  said,  'Well,  Roe,  what  are  you 
going  to  do?'  I  said,  'I  don't  know,' 
and  he  said,  'Well,  why  don't  you  start 
your  own  chain?'  " 

Hatlen  was  surprised  to  find  out 
how  appealing  the  idea  sounded.  He 
hit  on  the  idea  of  running  buffet-style 
restaurants  where  self-service  and  ad- 
vance bulk  preparation  of  food  keep 
costs  down.  He  and  a  former  associate 
drove  around  Minneapolis  looking 
for  sites,  locating  four.  Financing? 
Hatlen  put  up  $300,000.  His  old 
bosses  from  the  pizza  days  put  up 
another  $500,000.  But  when  his  fa- 
ther-in-law and  three  brothers-in- 
law,  all  Lutheran  ministers,  asked  for  a 
piece  of  the  action,  Hatlen  turned 
them  down.  "They  couldn't  afford  to 
lose  the  money,  and  the  odds  are  most 
times  you  fail,"  he  says. 

HatJen's  first  Old  Country  Buffet 
opened  in  Minneapolis  in  early  1984, 
offering  home-style  entrees  (like  fried 
chicken  and  baked  ham)  and  desserts 
(like  vanilla  pudding  and  cherry  cob- 
bler) at  moderate  prices.  Because  he 
didn't  need  a  lot  of  labor  he  could 
offer  a  lot  of  food  for  a  little  money. 
(Lunch  now  costs  $4.99,  dinner  is 
$6.49.)  Hatlen  thought  the  restau- 
rant might  do  $1  million  in  sales  the 
first  year.  It  did  $2  million. 

"We  were  sure  that  was  a  fluke," 
Hatlen  says.  "But  when  we  opened 
the  second  one  two  months  later  and 
it  did  the  same  amount  of  business,  we 


knew        we 
were      on      to 
something."    Since 
then,      Buffets,      Inc. 
(1991  revenues,  $196 
million)  has  grown  to 
111  restaurants — all  com- 
pany-owned— in   17  stafes. 
After  nine  years  of  running  his 
own   company,   what   does   Hatlen 
think  of  the  entrepreneurial  process? 
"It  does  set  you  free,"  he  laughs, 
"but  it's  also  very  scary."  Scary  and 
hard  on  tender  egos. 

So  if  there's  one  trait  that  absolute- 
ly disqualifies  a  person  from  being  a 
successful  entrepreneur,  it  is  fear  of 
failure.  It  is  not  a  game  for  those 
whose  egos  bruise  easily. 

Wharton's  Edward  Moldt  has  iden- 
tified a  few  general  traits  that  most 
successful  entrepreneurs  seem  to 
share;  most  of  the  traits  relate  in  one 
way  or  another  to  an  ability  to  keep 


going  in  the  face  of  failure  and  rebuffj 

■  Self-confidence — the  ability  to 
overcome  fear  of  failure  and  inspire 
confidence  in  customers,  investor^ 
and  associates. 

■  Persistence — remaining  inwardly] 
optimistic  and  not  being  shattered  b] 
frequent  turndowns. 

■  Resilience — the  inner  strength  thai 
enabled  Robert  the  Bruce  to  roar  bacl 
after  suffering  frequent  defeats. 

■  Vision — the  ability  to  see  where  thJ 
company  should  go  and  how  it  shoul{ 
get  there. 

■  Independence — getting  satisfacj 
tion  from  being  responsible  to  onesq 
and  not  to  superiors. 

■  Daring — this  is  not  gambling  bil 
coolly  evaluating  risk  and  not  beinj 
afraid  of  it. 

Consider  Robert  the  Bruce's  spi-J 
der,  who  spins  and  fails  and  spir 
again  and  again,  each  successive  fail-j 
ure  only  renewing  his  determination 
The  poor  dumb  bastard  doesn't  havj 
sense  to  quit  when  he's  losing. 


i 


Reluctant  entrepreneur  Roe  Hatlen,  founder  of  Buffets 

Forced  out  of  his  job  by  a  corporate  merger,  Hatlen  started  a  company  of  his  own. 

"It  does  set  you  free,  but  it's  also  very  scary." 
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Several  years  ago, 
we  set  out  to 

build  an  entirely 
different  kind 

of  luxury  car.  The 
objective  was  to 
create  a  drivers 

sedan  that  could 

compete  on  every 
ith  some 
fie  finest 

autmnsbiles  ever 
(M&pnbled—at 

a  price  point  that 
has  never  been 
achieved  before. 

That  was  the  goal. 

This  is  the  result. 


\ 


If  you  told  someone  cars— you'd  probably 

to  make  a  car  that  had  be  escorted  out  of  the 

more  merging  power  room  by  men  in  little 

than  a  Mercedes  190E  white  suits. 

2.3,  the  agility  to  out-  But  that  is  precisely 

slalom  a  Lexus  ES  300,  what  the  ingenious  en 

and  the  stopping  power  gineers  at  Nissan  have 

to  out-brake  a  BMW  just  accomplished. 

325i  —  for  about  half  The  new  Nissan 


of  an  engineering  mas-      feasible  price  tag. 
terpiece.  Every  last  de-  The  thrust  of  the 


tail  of  the  car  has  been 
closely  scrutinized, 
refined  and  re-refined 


car  comes  from  a  150- 

horsepower,  DOHC, 

16-valve  engine  that 
over  a  four-year  period,  rests  on  liquid-filled 
And  as  a  result,  the  engine  mounts.The.se       in  the  front  and  I 

AUima  is  unlike  any  auto-      mounts  act  as  "shock  tiple  links  in  theil 

mobile  ever  to  come  absorbers —significant-     that  further  imp 


and  engine  noit 

Its  highly  advat 
suspension  cor 
of  MacPhersonsJ 
with  optimizes 
dive/anti-lift  l 


the  price  of  any  of  these     AUima"  is  nothing  short       with  an  economically         ly  reducing  vibration         driver  control.  Ill 

Nissan  MoUrr  Cx/rporation  in  U.S.A.  Smart  people  always  read  the  fine  print.  And  they  always  wear  their  seat  belts.  * Based  mi  independent  tests  <  i  mdm  ted  lr\  AMI  I.  /'  I 
Nissan  Altima  XE  <rr  SE  versus  1992  competitive  vehicles.  Merging  power  based  on  time  and  distance  required  U>  accelerate  from  20  5  5  mph.  Slalom  romfitmson  basft 


,  the  front 
•  suspensions 
*n"soft  mount - 
iti- vibration 
ies. 

inslate,  this 
)gy  makes  the 
rcredibly  pow- 
d  agile.  Not  to 
i  remarkably 


smooth  and  quiet.  In 
fact,  at  55  mph,  the 
Nissan  Altima  SE's 
cabin  is  actually  qui- 
eter than  the  cabin 
ofaBMW325iora 
Mercedes  190E  2.3* 
Speaking  of  the 


all  the  luxury  and  com-       and  door  locks**  have 
fort  that  the  outside  been  precisely  placed 


suggests.  Contoured, 
reclining  seats  have 
been  meticulously  tai- 
lored to  fit  your  form. 
Large,  easy-to-read 
analog  gauges  adorn 


cabin,  the  inside  of  the       the  dash.  Buttons  for 
Altima  is  graced  with        the  power  windows 


in  the  armrest  for  easy 
access.  And  over  forty 
standard  safety  fea- 
tures have  been  incor- 
porated, including  a 
driver's  side  air  bag, 
for  your  protection. 
If  you'd  like  more 


luxury,  a  variety  of  trim 
levels  are  available  so 
you  can  choose  from 
such  amenities  as  a 
custom  six-speaker  CD 
system,  an  automatic 
cabin  temperature  con- 
trol system,  sunroof, 


and  an  optional  leather 
trim  interior— to  name 
just  a  few. 

Call  us  at  1-800- 
NISSAN3,andwe'll 
gladly  tell  you  more 
about  the  new  Altima. 
Or  visit  your  nearest 
Nissan  Dealer  where 
four  years  of  rigorous 
work  can  be  summed 
up  in  one  simple  ten 
minute  test-drive. 
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The  new  Nissan 

Altima 

Starting  at  $13,000?* 

Its  time  to  expect 
more  from  a  car." 


iletion  time.  Braking  based  on  stopping  distance  from  50-  0  mph  on  a  wet  road  surface.  Interior  quietness  based  on  decibel  level.  ** Standard  except  on  XE  models. 
P.  for  Altima  XE  excluding  taxes,  title,  license,  destination  charges,  locally  required  equipment  and  options.  XE  model  shown  with  optional  alloy  wheels. 
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Finally  proof 


Car  companies  make  lots 
of  claims  about  their  cars. 

"It's  faster."  "It's  bigger." 
"It's  sexier."  At  Nissan,  we 
don't  just  make  claims  about 
the  Nissan  AUima"-  we  offer 
proof.  The  proof  is  free. 
Call  1-800-NISSAN-3,  to 
receive  the  Luxury  Sedan 
Road  Report.  It  contains  the 
surprising  results  of  an 
independent  studv  which 
shows  the  AUima  going 
head-to-head  in  emergencv 
and  performance  road  tests 
against  cars  like  the  B 
325i,  the  Acura  Legend  L 
sedan,  and  the  Mercede 
Benz  190E2.3.  Thinkofit 
the  study  that  demonstra 
that  luxury  and  affordabi 
are  not  mutually  exclusive. 
For  your  free  Luxury  Se 
Road  Report  call 

1-800-NISSAN-3 

ext.311 
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The  New  Nissan 
AUima 


NISSAN 


W$  iitnr  to  expect 
more  flow  a  <ai. " 
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Here's  a  shocker:  An  investor  who  bought  equal 
amounts  of  our  1982  list  of  the  200  Best  would  have 
agged  the  market.  There's  a  clear  lesson  here. 

Class  of  '82 
evisited 


fy  Fleming  Meeks  and  Steven  Ramos 

stocks  of  the  200  Best  Small 
ompanies  in  America  great  invest- 
ents?  Yes  and  no.  Let's  drop  back  a 
ecade  and  see  how  1982's  200  Best 
ave  fared  in  the  stock  market.  Of  the 
00  companies  on  that  list,  46  have 
eaten  the  market  handily. 
While  the  Nasdaq  composite  index 
rebled,  these  big  winners  increased 
nore  than  sevenfold.  Stocks  like  My- 
in  Labs,  International  Game  Tech- 
ology,  Computer  Associates  and 
)reyfus  Corp.  performed  brilliantly 
nd  graduated  onto  the  Forbes  500s 
st.  The  star  performer  from  the  1982 
st  was  generic  drugmaker  Mylan 
aboratories.  Having  weathered  the 
.eneric  drug  scandals  and  price  wars 
f  the  late  Eighties,  the  well-managed 
'ittsburgh  firm  emerged  as  the  top 
layer  in  the  industry.  A  $10,000 
westment  in  Mylan  in  1982  would 
»e  worth  $475,596  today. 

That's  the  positive  news.  The  nega- 
ive  news  is  that  154  of  the  200 
nderperformed  the  market,  and,  of 


those,  86  are  worth  less  today  than 
they  were  ten  years  ago. 

The  list  as  a  whole?  It  gained  a 
formidable  180%  but  lagged  the  ap- 
proximate 200%  gain  shown  by  the 
Nasdaq  composite. 

Lessons?  For  one  thing,  be  wary  of 
hot  sectors.  Ten  years  ago  computer 
makers,  software  companies  and  com- 
puter service  firms  were  growing  like 
weeds — and  very  profitable  weeds  at 
that.  Our  1982  list  featured  28  com- 
panies in  computer-related  business- 
es. Over  the  next  12  months,  shares  of 
many  companies  in  that  sector  dou- 
bled, even  quadrupled.  But  the 
breathtaking  gains  were  short-lived. 
Over  the  next  few  years,  many  stocks 
collapsed  as  the  shakeout  in  the  com- 
puter industry  took  hold. 

Of  those  28,  only  3 — mainframe 
software  makers  Computer  Asso- 
ciate's International  and  Continuum 
Co.,  and  computer  services  firm  SEI 
Corp. — beat  the  market  over  ten 
years.  Overall,  $10,000  invested  in 


each  of  those  28  companies — 
$280,000  in  all— would  be  worth  just 
$393,375  today.  Adjusted  for  infla- 
tion, this  group  of  stocks  lost  money 
for  patient  stockholders. 

The  other  hot  sector  on  the  1982 
list — oil  and  gas — sported  20  entries 
that  year.  Only  2,  Southwestern 
Energy  and  Bluewater  Oil  &  Gas 
(acquired  in  1985  by  Laramide  Ex- 
ploration), beat  the  market  over  the 
next  ten  years.  And  only  4  now  trade 
(or  were  acquired)  at  prices  above 
where  they  traded  ten  years  ago.  On 
balance,  if  you'd  stuck  $10,000  into 
each  of  the  20  companies  in  1982's 
hot  energy  sector,  you'd  have  about 
$175,000  left  from  your  $200,000 
investment. 

What  would  have  happened  if  you 
had  purposely  avoided  the  hot  sectors 
and  simply  bought  stocks  on  the  list 
that  were  in  less  fashionable  business- 
es? You  would  have  done  pretty  well. 
Remove  the  48  stocks  in  these  two 
groups,  and  the  list  gained  233% — 
nicely  besting  the  Nasdaq  index. 

Surprised?  You  shouldn't  be.  All 
this  tells  us  is  that  once  a  sector  be- 
comes hot,  the  stocks  in  that  group 
tend  to  discount  not  only  the  future 
but  the  hereafter  as  well.  They  be- 
come overpriced.  Thus,  even  if  the 
company  does  well,  the  stock  may  go 
nowhere.  But  with  companies  in 
humdrum  businesses,  this  kind  of  an- 
ticipatory overpricing  is  much  less 
likely. 

If  the  past  ten  years  are  a  good 
guide,  the  moral  is  obvious:  The  200 
Best  list  is  good  hunting  ground  for 
investors  if  you  eliminate  the  most 
fashionable  sectors.  There's  no  doubt 
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Nothing  in  common 

Company/business 

Value  of 
$10,000 
invested 

Status 

Mylan  Laboratories/pharmaceuticals 

$475,596 

Traded  NYSE 

International  Game  Technology/gaming  machines 

377,500 

Traded  NYSE 

LIN  Broadcasting/broadcasting,  cellular  phones 

364,120* 

Traded  Nasdaq  (51%  owned  by  McCaw) 

Arnold  Industries/trucking 

142,105 

Traded  Nasdaq 

RAI  Research/battery  equipment 

121,724 

Merged  with  Pall  1988     < 

Ohio-Sealy  Mattress/mattresses  and  box  springs 

110,578 

Acquired  by  Gibbons,  Green  van  Amerongen  1989 

AlfaVinsurance  holding  company 

96,875 

Traded  Nasdaq 

Computer  Associates  Intl/systems  software 

96,522 

Traded  NYSE 

Key  Pharmaceuticals/pharmaceuticals 

96,495 

Merged  with  Schering-Plough  1986 

Ennis  Business  Forms/business  forms,  paper  products 

94,572 

Traded  NYSE 

Spectradyne/closed-circuit  TV 

92,101 

Acquired  by  SPI  Holding  1987 

Cellu-Craft/packaging 

88,392 

Acquired  by  Salem  Corp  1984 

Frost  &  Sullivan/insurance 

75,788 

Acquired  by  FAS  Acquisition  1988 

ADC  Telecommunications2/telecommunications  equipment 

75,029 

Traded  Nasdaq 

Dreyfus/investment  services,  manager  Dreyfus  funds 

75,000 

Traded  NYSE 

Acquired  by  Grand  Met  USA  1983 

Children's  World/child  care  centers 

70,898 

Precision  Castparts/castings  for  aircraft  engines 

69,175 

Traded  NYSE 

Osmonics/filtration  equipment 

65,571 

Traded  Nasdaq 

Continuum/software  for  insurance 

64,068 

Traded  NYSE 

Duralith  Corp/graphic  control  panels 

63,751 

Acquired  by  Lucas  Industries  1985 

With  companies  merged  for  stock,  we  assume  investors  retained  the 

new  parents'  stocl 

i  in  cash  deals,  we  assume  the  cash  was  reinvested  in  the  S&P 

500.    'Assumes  sale  of  shares  to  McCaw  Cellular  Communications,  1990.    'Formerly  Federated  Guaranty  Life  Insurance,    formerly  Magnetic  Controls. 

Oil  and  gas  and 
computer-related 
stocks  led  our 
list  in  1982  but 
lagged  far 
behind  in  perfor- 
mance ten  years 
later.  The 
best  performers: 
a  potpourri 
of  hot 
companies 
in  cold 
sectors. 


what  this  year's  most  fashionable  sec- 
tors are.  Health-care-related  compa- 
nies have  38  entries  on  the  list — 
everything  from  drugmakers  to  den- 
tal supply  houses.  Computer- related 
companies — software,  peripherals, 
services — sport  36  entries. 

That's  not  to  say  that  many  of  these 
companies  won't  prosper  in  the  short 
term,  and  even  in  the  long  term. 
Companies  like  Paychex  Inc.,  which 
handles  payroll  services  (data  process- 
ing) for  more  than  150,000  small 
businesses  across  the  country,  has  a 
well-established  niche.  Indeed,  the 
company  is  a  five-time  veteran  of  our 


Up  &  Comers  list.  And  seven-year 
veteran  Biomet  Inc.,  which  makes 
orthopedic  implants  (hips,  knees, 
shoulders)  and  electrical  bone  growth 
stimulators,  has  a  solid  position  in  a 
growing  market. 

But  if  recent  history  is  a  guide, 
investors  would  do  well  to  shun  up- 
and-coming  computer  and  health 
care  stocks  and  invest  in  more  mun- 
dane businesses. 

Let's  look  at  the  stocks  from  our 
1982  list  that  compiled  the  best  stock 
market  gains.  Few  were  glamorous 
businesses  ten  years  ago  (see  table). 
Mylan  Labs  is  in  the  generic  drug 


business.  International  Game  Tech- 
nology makes  slot  machines  (see  story, 
p.96).  lin  Broadcasting  at  the  time 
was  a  radio  and  TV  broadcaster.  And 
Arnold  Industries  is  in  the  truck- 
ing business.  Other  superior  per- 
formers were  an  insurer,  a  chain 
of  day  care  centers,  a  mutual  fund 
manager,  and  makers  of  business 
forms  and  mattresses.  M 
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NOW,  BRIDGE  THE  ATLANTIC 


ON  OUR  NONSTOP  FLIGHTS  FROM  NEW  YORK  TO  FRANKFURT 


£v:  m 
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OR  BRUSSELS,  THEN  ON  TO  SINGAPORE. 


Fly  with  us  direct  from  New  York  to  Singapore  six  times  weekly  via  Frankfurt 
or  Brussels  on  our  exclusive  MEGATOP™  747-400s.  From  Singapore,  we  offer  immediate 
connections  to  major  cities  throughout  Southeast  Asia.  We  fly  across  five 

A  great  way  to  fly 

continents  on  the  world's  youngest,  most  modern  fleet.  SinGAPORE  AIRLinES 
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The  gun  industry  has  long  been  in  decline, 

but  William  Ruger's  Sturm,  Ruger  &  Co.  continues 

to  grow  and  prosper. 

Steady  finger 
on  the  trigger 


By  Joel  Millman 

With  his  coarse  tweeds  and  brushy 
gray  moustache,  76-year-old  William 
Ruger  looks  like  a  well-preserved 
cross  between  Teddy  Roosevelt  and 
Ernest  Hemingway.  He  clearly  enjoys 
himself  while  showing  a  visitor  his 
antique  guns  and  paintings  by  Rem- 
ington and  Bierstadt  hanging  from 
the  paneled  walls  at  his  hunting  lodge 
near  Claremont,  N.H. 

"I  was  a  city  boy  that  wanted  to  be  a 
cowboy,  or  explore  Africa  or  the 
North  Pole,"  says  the  Brooklyn- born 
Ruger  with  a  gravelly  laugh.  "Really  a 
pretty  pathetic  example  of  a  child 
born  in  the  wrong  place." 

Ruger,  however,  found  his  right 
place  in  the  Connecticut  River  Valley, 
known  as  Gun  Valley  for  the  once 
great  armsmakers  who  used  to  thrive 
there.  Remington  and  Winchester 
have  now  been  sold  off,  and  Colt's  is 
in  Chapter  11  bankruptcy.  But 
Southport,  Conn. -based  Sturm, 
Ruger  continues  on,  booking  a  hand- 
some $15  million  in  profits,  or  $2.17 
a  share,  on  revenues  of  $137  million. 
And  with  a  five-year  average  return  on 
equity  of  19.2%,  the  company  ranks 
82nd  on  this  year's  Up  &  Comers  list. 

What  path  led  a  young  man  from 
the  Flatbush  neighborhood  of  Brook- 
lyn to  a  legendary  status  in  this  old 
American  industry?  After  dropping 
out  of  the  University  of  North  Caroli- 
na, where  he  studied  liberal  arts, 
Ruger  took  a  job  with  Auto  Ordnance 
Corp.,  maker  of  the  legendary 
Thompson  submachine  gun,  in  1940. 
After  several  years  of  slaving  over  me- 
chanical drawings  of  steel  gun  parts, 
Ruger  thought  he  could  make  it  on 
his  own.  He  founded  Sturm,  Ruger 
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with  a  $50,000  stake  from  Alexander 
Sturm,  a  family  friend,  in  1949. 
Though  the  Sturm  family  remained 
investors  until  selling  out  their  stake 
in  1990,  Alexander  Sturm  never 
played  an  active  role  in  the  company. 
It  was  William  Ruger's  show  from  the 
first  day  out. 

A  thinly  financed  young  company 
can't  easily  take  on  established  giants 
unless  the  newcomer  has  some  edge. 
Ruger's  edge  was  a  process  called 
investment  casting.  Most  gun  parts 
are  machined  out  of  steel  and  assem- 
bled by  hand.  Barrels,  grips  and  cham- 
bers each  are  put  together  from  two 
or  more  parts.  Ruger  figured  he  could 
make  gun  parts  cheaper  and  stronger 
by  casting  them  out  of  molten  steel. 
Another  savings  would  came  from  the 
efficient  use  of  steel.  Machining 
wastes  as  much  as  80%  of  a  steel  ingot, 
while  Ruger's  method  would  use  ev- 
ery ounce. 

But  $50,000  in  capital  wasn't 
enough  to  build  his  own  foundry.  So 
Ruger  started  out  making  a  .22-cali- 
ber  target  pistol  in  a  tiny  factory  in 
Southport,  using  machine  tools.  Four 
years  later,  in  1953,  he  began  produc- 
ing an  investment-cast,  single-action 
revolver,  subcontracting  the  casting 
to  outside  foundries.  By  the  late 
1950s  he  had  a  foundry  of  his  own 
and  was  producing  a  line  of  six  revolv- 
ers, one  pistol  and  a  rifle. 

Gun  demand,  in  those  days,  was 
growing,  and  Ruger's  guns  soon  be- 
came the  class  act  of  the  business. 
They  were  more  expensive  than  aver- 
age because  he  was  using  the  finest 
metal  and  his  own  design. 

By  1959  Sturm,  Ruger's  sales  hit  $3 


Sturm,  Ruger  &  Co. 
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or  the  North 
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example  of  a 
child  bom  in  the 
wrong  place." 


million.  Around  that  time,  Ruger  re- 
calls telling  himself,  "We  have  a  little 
moneymaking  machine  here.  All  we 
have  to  do  is  keep  introducing  the 
correct  new  products." 

And  so  he  has.  Steering  clear  of 
Saturday  night  specials  and  thin  mar- 
gined government  procurement 
deals,  he  has  aimed  his  pieces  at  gun 
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enthusiasts — hunters,  target  shooters 
and  collectors — who  buy  as  much  for 
esthetic  as  security  reasons.  And  while 
the  company  does  sell  to  police  de- 
partments, those  deals  are  made  on  a 
city-by-city  and  state- by-state  basis. 
Hence  the  company  has  never  be- 
come reliant  on  a  single  contract. 
This  was  in  sharp  contrast  with 


Colt's  strategy.  Colt's  prospered  over 
the  years  on  a  single  contract — for  the 
U.S.  Army's  M-16.  Losing  that  con- 
tract in  1988  contributed  to  Colt's 
bankruptcy  filing. 

Today  Sturm,  Ruger  depends  upon 
collectors  for  its  business  as  much  as 
hunters.  Issuing  four  or  five  new  fire- 
arm varieties  every  year,  Ruger  is  con- 


fident that  customers  will  continue  to 
buy  to  add  to  their  collections. 
"Hunting  is  not  a  growth  sport;  few 
hunters  would  want  it  that  way,"  says 
Ruger.  "We  operate  on  a  philosophy 
that  you  have  to  have  new  stuff,  and 
you  have  to  have  it  annually." 

He's  also  stayed  on  top  of  distribu- 
tion. Reasoning  that  his  main  compe- 
tition in  revolvers  was  Smith  &  Wes- 
son, in  1986  Ruger  decided  he  could 
no  longer  support  any  wholesaler 
who  was  also  selling  s&w's  product. 
He  gave  them  a  choice:  us  or  them. 
About  half  chose  Sturm,  Ruger,  drop- 
ping Smith  &  Wesson  from  their  in- 
ventory. The  move  streamlined  distri- 
bution of  Ruger's  revolvers  and  gave 
the  harder- to -get  Ruger  a  bit  of  ca- 
chet as  a  prestige  firearm. 

Innovations  in  design  and  ballistics 
help  keep  that  image.  In  a  way  Ruger 
operates  on  the  philosophy  that  De- 
troit once  used  with  much  success: 
Keep  the  customers  spending  by  con- 
tinually obsoleting  old  models.  Last 
year  Ruger  introduced  about  a  dozen 
new  handgun  varieties. 

Often  the  innovations  appear  cos- 
metic— substituting  nylon  fiber  for 
aluminum  on  the  grip,  say — but  they 
attract  sales.  Ruger's  casting  process 
now  turns  out  guns  made  of  titanium 
and  other  exotic  metals,  making  for 
lighter  handguns,  which  are  attractive 
to  female  gun  buyers.  Over  the  past 
ten  years,  as  sales  of  sporting  firearms 
have  declined  by  almost  50%,  Sturm, 
Ruger's  sales  went  up  by  74%  over  the 
same  period,  and  profits  more  than 
doubled. 

The  company  first  went  public  in 
1969.  Over  the  past  ten  years  Sturm, 
Ruger's  stock  price  has  more  than 
quadrupled,  to  a  recent  36%.  The 
company  has  also  paid  out  almost  $14 
worth  of  dividends  over  that  period. 
Ruger,  who  has  no  plans  to  expand 
outside  his  niche,  believes  sharehold- 
ers have  better  use  for  the  company's 
extra  cash  than  he  does. 

Along  with  his  family,  Ruger  still 
owns  43%  of  Sturm,  Ruger's  shares, 
worth  over  $100  million.  And  Ruger 
recently  named  his  5  3 -year-old  son, 
William  Ruger  Jr.,  president  of  the 
company.  Still,  he  insists  he  has  no 
plans  for  stepping  down.  "Retire?" 
Ruger  says  with  a  laugh.  "I've  never 
done  a  goddamn  day's  work  in  my 
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When  John  Huff  took  charge  at  listing 
Oceaneering  International,  he  had  something 
to  prove.  His  former  boss  had  fired  him. 

Underwater 
rescue 


By  Toni  Mack 

Success  is  sometimes  born  of  trauma. 
Ask  John  Huff. 

In  1986  Huff  was  an  executive  at 
Western  Co.  of  North  America,  an 
oilfield  services  company  that  was  hit 
hard  by  collapsing  oil  prices.  For  more 
than  a  year  Huff  tried  to  convince 
Western's  founder,  Eddie  Chiles,  that 
the  company  was  going  broke.  But 
rather  than  listen  to  Huff's  advice — 
to  sell  stock  and  recapitalize  the  com- 
pany— Chiles  fired  him.  "Anybody 
who  goes  through  that  experience," 
says  Huff  of  being  fired,  "has  a  per- 
sonal need  to  prove  himself." 

A  few  months  later  he  got  the 
chance.  The  board  of  Oceaneering 
International,  Inc.,  a  Houston-based 
oilfield  services  outfit,  asked  Huff  to 
replace  its  chief  executive,  who  had 
died  in  a  plane  crash.  At  the  time, 
Oceaneering  mainly  provided  diving 
services  to  install  and  repair  offshore 
oil  facilities.  It  was  as  sick  as  Western. 
With  $120  million  in  fiscal  1986  reve- 
nues, the  company  had  lost  a  total  of 
$45  million  in  four  years.  Common 
shareholders  equity  was  a  negative 
$24  million.  The  company's  stock 
had  sunk  from  $24.75  in  1981  to 
$1.25  a  share. 

Huff  faced  a  real  quandary.  Ocean- 
eering's  only  real  assets  were  the  skills 
of  its  engineers  and  deep-sea  divers. 
But  prices  for  those  services  had  sunk 
so  low  that  even  cutting  salaries  and 
trimming  staff  wouldn't  enable  the 
company  to  turn  a  profit.  Besides,  says 
Huff:  "I  hated  firing  people.  I  had  to 
come  up  with  something  new." 

What  he  came  up  with  was  an  ag- 
gressive effort  to  develop  new  sources 
of  revenue  in  and  away  from  the  oil 


business.  Huff  opened  a  Washington 
office  to  bid  for  U.S.  Navy  work.  He 
was  at  the  bottom  of  a  steep  learning 
curve.  "Our  first  bid,  in  February  of 
1987,  was  late  by  five  minutes,  and  it 
was  refused,"  he  recalls.  "The  guy 
who  was  primarily  responsible  took  a 
10%  pay  cut,  his  supervisor  took  a  5% 
pay  cut,  and  I  took  a  3%  pay  cut  until 
we  got  our  first  [Navy]  contract." 
And  that  came  five  months  later,  for 
some  $40,000  worth  of  engineering 
services. 

From  that  first  contract,  Huff  de- 
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veloped  a  government  business  that 
brought  in  nearly  $21  million  in  reve- 
nues last  year.  Oceaneering  has 
searched  Florida  waters  for  pieces  of 
the  space  shuttle  Challenger,  and  last 
year  the  company  located  a  downed 
Navy  helicopter  17,100  feet  deep  in 
the  Pacific  Ocean.  In  August,  to  ex- 
pand Oceaneering's  deepwater  search 
and  recovery  markets,  Huff  paid  $10 
million  in  stock  for  $25  million  (reve- 
nues) Eastport  International — the 
company  that  salvaged  the  downed 
Navy  chopper. 


190 


Forbes  ■  November  9,  1W2 


ra1 


H 


. 


As  part  of  its  oil  services  operations, 
Oceaneering  now  runs  the  world's 
largest  fleet  of  remotely  operated  ve- 
hicles— in  essence,  robots  manipulat- 
ed via  cables  from  as  far  away  as  5 
miles — to  work  at  depths  below 
3,000  feet,  where  humans  can't.  The 
company  has  also  developed  diving 
suits  to  enable  people  to  work  as  deep 
as  2,000  feet.  This  expertise  has 
helped  it  create  components  for  a 
spacesuit  for  NASA;  aerospace  work 
will  provide  some  $4  million  in  reve- 
nues this  year.  And  there's  a  potential 
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market  for  Oceaneering's  suits  and 
robots  in  the  $5-billion-a-year  haz- 
ardous waste  cleanup  business. 

As  he  opened  new  revenue  streams, 
Huff  also  had  to  right  Oceaneering's 
listing  balance  sheet.  Dividends  on 
preferred  stock,  held  by  Enserch 
Corp.,  plus  interest  on  bank  debt 
were  more  than  double  Oceaneer- 
ing's cash  flow.  But  in  September 
1987,  just  before  the  big  stock  market 
plunge,  Huff  managed  to  sell  10  mil- 
lion new  Oceaneering  shares  at  $4 
each.  He  used  some  of  the  proceeds  to 


pay  a  dividend  to  Enserch,  which  then 
converted  its  preferred  stock  to  14% 
of  Oceaneering's  common.  (Enserch 
sold  its  stake  in  February  1990  in  a 
secondary  offering.)  Huff  used  some 
of  the  remaining  cash  to  pay  off 
Oceaneering's  bank  debt. 

Ranked  126th  among  this  year's 
class  of  the  200  Best  Small  Compa- 
nies, Oceaneering  earned  $16  mil- 
lion, or  70  cents  a  share,  on  revenues 
of  $168  million  in  the  fiscal  year  that 
ended  Mar.  31.  Thomas  Escott,  a 
securities  analyst  at  Robinson-Hum- 
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You  know  how  much  you  depend 
on  E-mail.  Then  you've  probably  wished 
many  times  to  rid  yourself  from  the  wires 
and  hook-ups  necessary  to  send  and  receive 
messages.  Imagine,  instead,  using  E-mail 
practically  anywhere  you  go,  no  wires  or 
hook-ups  attached! 

It's  available  right  now.  Yes, 
wireless  E-mail.  With  RAM  Mobile 
Data's  wireless  networks  you  can  use  a 
variety  of  commercially  available 
E-mail  services  —  whale  on  the  go. 
You  can  send  and  receive  messages  in 
all  the  places  you  couldn't  plug  into, 
even  in  the  middle  of  a  lake. 
All  it  takes  is  a  wireless  data 
modem  and  access  software  to  your 
E-mail.  Now  you're  free.  You  don't 
have  to  tell  RAM's  networks  where  you 
are  or  where  you're  going  next. 
Messages  find  you,  or  anyone  you  send 
to,  automatically. 

Today  RAM  is  expanding  and 
operating  a  series  of  wireless  data  networks 
to  cover  the  top  100  metropolitan  areas  of 
the  United  States  and  the  major  transporta- 
tion corridors  —  providing  coverage  to 
more  than  90  percent  of  the  U.S.  urban 
business  population. 

To  get  wireless  E-mail  and  to 
find  out  more  about  RAM's  service, 
call  1-800-736-9666,  ext.  11. 
RAM  Mobile  Data,  One  Rockefeller  Plaza, 
Suite  1600,  New  York,  NY  10020. 

A  business  venture  between 
RAM  Broadcasting  and  BellSouth. 
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phrey  Co.,  expects  earnings  to  jump 
to  95  cents  in  fiscal  1993.  Escott 
notes  that  Oceaneering,  recently 
trading  at  \7XA  a  share,  is  one  of  only  6 
oilfield  service  companies — out  of  a 
field  of  47 — with  a  bigger  market 
capitalization  now  than  at  the  oil 
boom's  peak  in  1981. 

"Today,"  says  Huff  proudly, 
"more  than  two-thirds  of  our  profit 
comes  from  services  we  didn't  offer 
and  customers  we  didn't  have  in 
1981." 

But  Huff  hasn't  given  up  on  the  oil 
business.  To  add  to  its  undersea  busi- 
ness, Oceaneering  has  developed 
above -water  inspection  services  for 
offshore  platforms;  this  business 
earned  $5  million  in  gross  profits  on 
$23  million  in  revenues  last  year. 

Last  year  Huff  took  a  big  gamble  in 
oil  when  he  paid  $27  million  to  buy 
and  outfit  a  tanker  to  gather,  store  and 


offload  oil  from  an  Amoco  field  off 
the  coast  of  Gabon.  Analyst  Escott 
estimates  that  Oceaneering  will  earn 
27  cents  a  share,  about  one-fourth  of 
total  projected  earnings,  from  this 
contract  in  fiscal  1993.  Amoco,  how- 
ever, has  sold  the  field  because  of 
disappointing  output  and  will  relin- 
quish the  tanker  gathering  system 
when  its  lease  with  Oceaneering  ex- 
pires in  December.  Huff  believes  the 
tanker  can  be  leased  to  other  oil  pro- 
ducers, as  a  low-cost  alternative  to 
building  platforms  and  pipelines  to 
gather  oil  from  offshore  wells  and 
bring  it  ashore.  But  he  admits  that  he 
may  be  wrong.  If  so,  Oceaneering's 
earnings  in  fiscal  1994  could  be  hit 
rather  hard. 

But  if  he's  right,  Huff  says  he  wants 
to  invest  in  more  offshore  production 
systems.  So  he's  been  socking  away 
cash.    Oceaneering's    balance    sheet 


shows  $25  million  (more  than  $1  a 
share)  in  cash,  against  only  $307,000 
in  long-term  debt.  Shareholder  equi- 
ty is  $96  million. 

"We're  clearly  underleveraged," 
says  Huff.  "But  until  we're  able  to 
add  assets  at  a  high  enough  and  secure 
enough  return,  we'll  be  patient.  And 
as  underleveraged  as  the  company  is, 
we've  returned  more  than  20%  on  our 
equity  for  each  of  the  last  three, 
years." 

Huffs  success  has  not  gone  unno 
ticed  by  the  man  who  made  him  feel 
he  had  to  prove  himself:  Eddie  Chiles, 
the  boss  who  fired  him  in  1986.  Just 
as  Huff  had  predicted,  Western  ended 
up  in  bankruptcy,  in  1988.  But  Huff 
seems  more  proud  than  gloating 
when  he  mentions  a  letter  he  got  from 
his  old  boss  last  year.  "He  said,"  says 
Huff,  "that  he  was  very  proud  of  what 
I'd  achieved."  M 
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We're  Making  It  Our  Business 
lb  Help  Your  Business  Do  Business. 

Because  Con  Edison  is  an  integral  part  of  New  York  City  and 
Westchester  County,  we  have  a  strong  interest  in  businesses 
succeeding  here.  So  we  work  for  the  economic 
development  of  this  area. 

We  pay  rebates  to  businesses  that  invest  in 
energy-efficient  lighting  and  cooling  equipment,  as 
well  as  efficient  electric  motors. 

This  can  result  in  lower  operating  costs  and  in 
some  cases  the  rebate  covers  the  entire  price  of  the 
equipment. 

We  offer  reduced  energy 
rates  to  businesses  that  start  or  expand  in 
many  areas  and  to  businesses  that  move 


Rebates  for 

energy-efficient 

equipment- 


Well  show  you 

many  ways  to  reduce 

operating  costs 


into  vacant  or  new  buildings. 

We  offer  audits  to  show 
businesses  how  to  improve 
their  energy  efficiency  and 
reduce  their  operating  costs. 

We  have  people  who  can 
help  cut  red  tape,  find  space,  assist  in  locating  sources 
of  expansion  financing,  or  advise  on  renovation, 


Reduced  energy  rates  for 
moving  into  new  buildings 


construction,  plant  layouts  and  computers.  We  can  acquaint  you 


with  the  many  forms  of 
assistance  available 
from  state  and  local 
governments. 

And  much  more. 

For  more  informa- 
tion, call  Con  Edison  at 
(212)  460-4000  or  mail 
in  this  coupon  and 
we'll  get  busy  for  your 
business. 


We  have  advisers  ready  to  help  you 


Mail  this  coupon  to:  iTO!*! 

CON  EDISON  ECONOMIC  DEVELOPMENT  C^J^xid-! 

P.O.  BOX  900,  NEW  YORK,  NY.  10003  CQISOfl 

Please  send  me  a  free  Economic  Development  booklet. 

(please  print) 


So  long  as  larceny  infests  the  software  business, 

Walter  Straub's  little  Rainbow  Technologies  has  a  bright  future. 

'We're  basically 


insurance 


M 


By  William  P.  Barrett 

For  a  small  company,  Rainbow 
Technologies,  Inc.  (1991  revenues, 
$19  million)  has  a  powerful  grip  on  its 
market.  The  Irvine,  Calif.-based  firm 
makes  devices  that  prevent  the  unau- 
thorized copying  or  use  of  high- 
priced  software  programs.  Rainbow 


probably  has  about  55%  of  the  world- 
wide market  for  such  systems. 

But  while  the  market  is  tiny,  the 
profit  margins  are  not.  Last  year  Rain- 
bow earned  $3.5  million,  or  80  cents 
a  share — a  stunning  18%  of  revenues. 
Analysts  expect  earnings  to  jump  19% 


this  year,  to  95  cents  a  share.  Rainbow 
ranks  78  on  this  year's  Forbes  list  of 
the  200  Best  Small  Companies  in 
America. 

The  man  behind  Rainbow  Tech- 
nologies is  a  soft-spoken  former  cor- 
porate finance  man  named  Walter 


Rainbow  Technologies'  Walter  Straub  with  one  of  his  Sentinels 
Inspired  by  the  IBM  PC,  he  quit  corporate  life 
to  start  the  company. 


196 


Forbes  ■  November  9,  1992 


.. 


Now  fly 
nonstop  to 

South  Attica. 


SAA's  Exclusive  New  747-400 
Nonstop  Service. 

Starting  November  4,  SAA's  new  nonstop 
JFK-Johannesburg  service  will  get  you  to  South 
Africa  quicker  than  ever  before— because  only 
SAA  flies  nonstop  from  the  U.S.— with  three 
nonstop  services  and  one  direct  service  each 
week  from  the  American  Airlines  terminal. 


SAA  SCHEDULE 

DEPART 
NYC 

MON. 

WED. 

FRI. 

SAT* 

6:30  PM 

6:30  PM 

£30  PM 

6:30  PM 

ARRIVE 
JOHANNESBURG 

3:55  PM 
TUES. 

3:55  PM 
THURS. 

3:55  PM 
SAT. 

5:25  PM 
SUN. 

'Direct  service  via  llha  do  Sal. 
Not  only  will  you  fly  in  less  time, 
but  also  in  more  luxury  and  com 
fort  aboard  a  custom-configured 
747-400.  In  fact  SAA  has  been 
voted  "Best  Airline  to  Africa" 
four  years  mrining  by  the  readers 
oiEocecutive  Traveller  in  the  U.K. 


Who's  faster 
by  hours? 

OURS! 


SAA  flies  you  there  in  less  than  half  the  time  it 
takes  to  go  via  Europe  on  other  airlines. 

As  an  incentive,  when  you  fly  Blue  Diamond 
(First)  or  Gold  (Business)  class,  our  special 
Spouse  Fare  lets  you  bring  your  other  half 
for  only  half. 

For  reservations,  see  your  travel  agent  or 
call  1-800-722-9675. 


SOUTH  AFRICAN  AIRWAYS 
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ncr    Electronics  •  Medical  Systems 


At  Hitachi,  the  purpose  of  technology  is  not 
simply  to  make  clever  products.  It  is  to  shed 
light,  to  make  clear,  to  move  forward  in  order  to 
achieve  a  basic  goal:  /\  better  world  for 
succeeding  generations.  I  his  is  the  operating 
philosophy  behind  every  one  of  the  20,000 
products  made  by  our  500  manufacturing 
companies  around  the  world.  It  has  been  our 
commitment  for  the  past  80  years.  /\nd  even 
•       more  important,  it  is  our  definition  of  the  future. 


HITACHI 
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pment  •    Electronic  Components 

c  1992  Hitachi.  Ltd.  Tokyo,  Japan.  All  rights  re: 


It  Doesn't  Take  A  Rocket  ScientistTofc 
Use  An  Intergraph  System.  Although 

Some  Of  Our  Best  Customers  Are. 


NASA  used  Intergraph  work- 
stations to  design  key  aspects 
of  the  U.S.  Space  Shuttle.  And 
Boeing  chose  our  solutions  to 
create  the  equally  impressive 
Space  Station. 

Knowing  this,  you  might 
rightfully      conclude      that 
Intergraph  systems  are  extraor- 
dinarily powerful.  But  if  you     ing  system  environment  the 
concluded  that  an  advanced     look  and  feel  of  an  Apple 
degree  in  computer  sciences     Macintosh® 
is  required  to  use  them  effec-        With  Looking  Glass,  you 
tively,  you'd  be  off  the  mark.  don't  have  to  know  a  lot  of 

Especially  now  that  intricate  computer  lingo.  Icons, 
Intergraph  workstations  feature  pull-down  menus  and  inter- 
^^^^^^^^^^^^^^^^^^      active  dialogue  windows  make 


instruction  required  to  helj 

you  gain  expertise  with  outf  -, 

pth. 
m 
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microCAD  graphics  package 


"Galileo  In  Orbit  Around  Jupiter"  built  using 
Intergraph 's  MicroStation  software  and  rendered 

with  Intergraph 's  Model  View  software. 
(McDonnell  Douglas  Space  Systems  Company) 


MicroStation. 

To    find    out    more,    cal 
us   toll-free    in   the   U.S.   a 
(800)  826-3515.  In  Canada,  call1 
(403)  250-6100   Phone  us  in 
Asia   or  the   Pacific   Rim  ai 
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"Conceptual  Lunar  Lander','  built  using 
Intergraph 's  MicroStation  software  and  rendered 

with  Intergraph 's  Model  View  software. 
(McDonnell  Douglas  Space  Systems  Compar 


"Space  Flight  Fantasy  1"  built  using 

Intergraph 's  MicroStation  software  and  rendered 

with  Intergraph 's  Model  View  software. 

(Fluor  Daniel  Inc.) 


training  program  features  over 
130  courses,  including  appli- 
cation training  in  products 
ranging  from  architecture  and 
a  powerful  graphical  interface,     civil  engineering  to  mapping 
Looking   Glassf  that   brings     and  mechanical  design,  engi- 
to  the  robust  UNIX®  operat-     neering  and  manufacturing.  Plus 


it  simple  for  you  to  get  your 

work  done. 

And  we  certainly  don't  expect     (852)  8661966,  in  Europe 

you  to  master  our  systems    (31)  2503-66333  or,  in  thei 

on  your  own.  Our  customer    Middle  East>  cal1  us  at  <971) 

4-367555.  And  don't  worry 


you're  not  a  rocket  scientist 
Or  for  that  matter,  a  compute 
scientist,  either. 

INTERGRAPH 

Everywhere  you  look. 


1 1991,  Intergraph  Corporation,  Huntsville,  AL  35894  0001.  Intergraph  is  a  registered  trademark  and  Everywhere  You  Look  is  a  trademark  of  Intergraph  (  orpOTttiOT 

Other  brands  and  product  names  are  trademarks  of  their  respective  owners. 


int  tuu  dldi  divihll  uuivirHMt;> 


•traub,  with  electrical  engineering 
nd  business  degrees  from  Drexel 
Jniversity,  who  spent  15  years  climb  - 
g  the  corporate  ladder  before  strik- 
ng  out  on  his  own.  Straub,  49, 
vorked  for  GTE  and  later  Digital 
Equipment  Corp. 

He  might  be  climbing  the  corpo- 
rate ladder  still  were  it  not  for  the 
ntroduction  of  the  IBM  PC  in  1981. 
!ike  Judy  Sims  of  Software  Spectrum 
ind  James  Logan  of  MicroTouch  Sys- 
:ems  (see  story,  p.  172),  Straub  could 
>ee  that  personal  computers  were  the 
wave  of  the  future.  In  1982  Straub, 
dien  38,  and  three  friends  with  com- 
puter backgrounds  would  sit  around 
nights  quaffing  coffee  and  looking  for 
their  entrepreneurial  opening.  They 
were  determined  to  start  their  own 
[business.  But  doing  what? 

Since  they  had  very  little  cash  to 
kick  into  a  startup,  they  looked  for  a 
little  niche  to  fill,  sifting  through  what 
Straub  calls  "a  whole  bunch  of  crappy 
ideas,"  or  so  he  thought  then. 
Among  them:  a  portable  modem  and 
a  device  that  would  make  a  black-and- 
white  printer  print  color. 

Two  years  into  the  PC  era,  they  had 
a  viable  product.  It  was  a  gadget  that 
was  installed  inside  an  Okidata  print- 
er, allowing  the  printer  to  produce 
near-letter-quality  images.  Built  in  a 
garage,  with  less  than  $10,000  capi- 
tal, the  gizmo  brought  in  $50,000  in 
the  first  year.  Not  enough  to  quit  their 
day  jobs,  but  it  was  a  welcome  taste  of 
entrepreneurship . 

Still  searching  for  their  niche,  the 
three  partners  focused  on  copy  pro- 
tection for  software  programs.  Some 
programs,  like  Lotus  1-2-3,  had  a 
rudimentary  sort  of  copy  protection, 
but  mostly  all  this  succeeded  in  doing 
was  to  annoy  users,  who  complained 
that  they  couldn't  make  backup 
copies  of  the  expensive  program 
($495  list  price).  Meanwhile,  skilled 
techno-crooks  had  no  problem  de- 
feating copyprotection.  In  fact,  pro- 
grams quickly  showed  up  in  software 
stores  that  allowed  even  computer 
naifs  to  crack  the  copy  protection 
schemes. 

Straub  and  his  partners  thought 
they  had  a  better  idea.  One  of  them, 
mathematician  Alan  Jennings,  devel- 
oped a  complex  series  of  algorithms, 
or  mathematical  formulas,  which 
were  programmed  into  a  matchbox- 


size  device  that  plugged  into  the  back 
of  a  computer.  Software  writers  were 
then  given  an  unobtrusive  piece  of 
computer  code  to  write  into  their 
programs. 

When  the  program  was  switched 
on,  it  automatically  prompted  the 
computer  to  search  for  the  algorithms 
programmed  into  the  Rainbow  de- 
vice. If  found,  the  program  operated 
seamlessly.  Otherwise,  it  shut  down. 

Using  the  trade  name  Sentinel,  the 
device  was  introduced  in  1985.  By 
this  time  one  partner  had  died  and 
another  had  dropped  out,  so  Rain- 
bow was  owned  mainly  by  Straub  and 
Jennings,  plus  some  friends  and  rela- 
tives who  had  raised  about  $100,000. 
Straub  quit  his  dec  job  to  devote  full 
time  to  Rainbow.  The  following  year, 
with  Straub  doing  much  of  the  sell- 
ing, sales  rose  to  $1.1  million. 


A  Sentinel  attached 
to  the  printer  port 
of  a  PC 

Microsoft  uses 
Rainbow's  gadgets 
overseas,  where 
software  theft 
is  rampant. 


So  far,  the  primary  market  has  been 
software  makers,  like  Autodesk  and 
Intergraph,  selling  specialized  pro- 
grams   going    for    $500    or    more. 

"We're  basically  an  insurance  com- 
pany for  the  makers,"  Straub  says. 
You  don't  see  a  Sentinel  on,  say,  a 
$200  spreadsheet  or  word  processing 
program.  But  Microsoft  has  been  in- 
corporating Sentinels  into  many  pro- 
grams it  sells  overseas,  where  software 
theft  is  rampant.  A  Korean  language 
version  of  Excel  for  Windows  uses  the 
Rainbow  product. 

Straub,  who  sold  $1 .4  million  of  his 
own  shares  in  a  secondary  offering  last 
year,  still  owns  8%  of  the  company, 
worth  $7.8  million.  Cofounder  Jen- 
nings, a  part-time  vice  president  who 
still  works  on  new  products,  owns 
13%.  So  far,  so  good. 

What  next?  Rainbow's  30-person 


But  profits  were  slow  in  coming. 
To  raise  capital  for  a  sales  force  and 
development,  Straub  turned  to  un- 
derwriter First  Affiliated  Securities  of 
San  Diego,  which  sold  40%  of  the 
company's  equity  to  the  public  for 
$3.5  million  in  September  1987,  just 
before  the  stock  market  crashed. 

Today  Rainbow  sells  more  than  a 
dozen  different  Sentinel  devices,  in- 
cluding one  that  enforces  site -licens- 
ing agreements  by  limiting  the  num- 
ber of  users  at  one  time.  Most  Rain- 
bow devices  are  manufactured  at  a 
plant  in  Thailand  and  then  are 
shipped  to  the  home  office,  in  a  non- 
descript Irvine  office  park,  where  they 
are  inspected  and  the  final  bits  of 
programming  are  added.  Total  manu- 
facturing cost:  under  $10  each.  Price 
to  software  makers,  who  package  it 
with  their  programs:  about  $25. 


research  and  development  staff  is  try- 
ing to  come  up  with  a  far  cheaper 
Sentinel  device,  which  could  open  the 
market  to  programs  selling  for  as  little 
as  $200.  (Rainbow  engineers  are 
working  on  a  single  device  that  users 
of  multiple  Rainbow-protected  pro- 
grams could  plug  into  their  comput- 
ers. The  device  would  be  activated 
with  simple  instructions  from 
Rainbow. ) 

All  of  which  puts  Sentinel  at  a  kind 
of  crossroads.  Unless  it  can  come  up 
with  a  cheaper  program,  its  growth  is 
probably  limited.  But  if  it  does  and 
broadens  the  market,  Sentinel  will 
certainly  attract  more  competition.  It 
would  also  increase  the  incentive  for 
computer  hackers  to  focus  in  on 
cracking  Rainbow's  code.  As  far  as 
Straub  knows,  the  code  has  not  been 
penetrated.  WM 
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ADVERTISEMENT 


Canon 


What  does  it 
take  for  a  small 
business  to 
become  a  hot 
property? 

CANON,  THE  LEADER  IN 
PLAIN  PAPER  FAX  since  1989, 
salutes  the  200  Best  Small  Companies 
in  America,  profiled  in  this  issue  of 
Forbes.  Besides  being  an  important 
source  of  new  jobs  and  export  growth, 
these  "up  and  comers"  represent  the 
future  of  the  American  economy  and 
reflect  business  trends.  Most  of  all, 
they're  hot. 

At  Canon,  we  understand  the  hard 
work  and  devotion  to  quality  it  takes 
for  a  small  business  to  become  a  big 
success. 

We  believe  we  owe  our  own  "hot" 
position  as  the  number  one  producer 
of  plain  paper  facsimile  machines  to 


our  creation  of  high-quality  products 
—  products  that  meet  the  diverse 
needs  of  today's  businesses. 

Small  companies  need  products 
that  can  grow  along  with  them. 
Canon  Plain  Paper  FAX  machines 
come  with  a  range  of  features  and 
can  meet  any  need  or  budget. 
Canon's  leadership  in  business  com- 
munications for  companies  of  all  sizes 
reflects  its  commitment  to  addressing 
the  rapidly  changing  needs  of  com- 
panies as  they  grow. 

Small  businesses  no  longer  are 
limited  to  a  local  or  regional  market. 
Today's  technology  can  link  every 
company  to  customers  nationwide 
and  worldwide.  Canon  Plain  Paper 
FAX  machines  make  it  easy  to 
communicate  with  customers  across 
town  or  across  the  world. 

As  companies  cope  with  an  inter- 
national marketplace  that  has  impact 
on  even  the  smallest  business,  Canon 
Plain  Paper  FAX  is  proud  to  offer 
products  that  help  them  succeed. 
Keeping  pace  with  today's  market- 
place is  at  the  heart  of  our  success, 
and  our  goal  is  to  anticipate  tomor- 
row's trends  for  our  customers. 

Canon  Plain  Paper  FAX  knows 
what  it  takes  to  become  a  "hot" 
company.  We  extend  hearty  congrat- 
ulations to  Forbes  200  Best  Small 
Companies  in  America.  Here's  to  a 
job  well  done!  ■ 
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No  other  plain  paper  fax  can 
deliver  this  message. 


A«Sf 


For  the  past  three  years,  Canon  has  been  #1  in 
plain  paper  fax. 

One  reason  is  the  complete  line  of  advanced 
facsimiles  you  can  choose 
from.  Like  the  world's  smallest 
desktop  digital  unit,  the  FAX- 
L3300.  It  can  transmit  a  page 
in  just  three  seconds.  Or,  there 
is  our  full-featured  Laser  Class™  700  series  and  the 
new  FAX-B200,  our  most  economical  plain  paper 
fax  ever.  All  incorporate  Canon's  exclusive  image 


processing  technology  for  sending  and  receiving 
with  better  depth  and  clarity. 

Canon  also  makes  it  easy  to  choose  your  fax. 
Call  us  for  a  Fax  Decision  Maker's  Kit  and  the 
name  of  your  nearest  Canon  authorized  dealer  at 
1-800-OK-CANON.  Or,  let  us  fax  you  product 
information.  What's  more,  there  are  no  finance 
charges  until  May  22, 1993,  when  you  purchase  a 
Canon  Plain  Paper  FAX  with  the  Canon  Credit  Card" 

Clearly,  people  are  getting  the  message.  For 
plain  paper  fax,  Canon  delivers. 
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FAX-B200 


FAX-ASOl 


FAX-L700 


FAX-L775 
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FAX-L78S 


FAX-L790 


FAX-L3300 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card  Ask  (or  details 

at  participating  Canon  dealers.  Available  only  in  U.S. 
•Offer  expires  12/31/92  and  is  available  at  participating  authorized  Canon  FAX  dealers  Subject  to  credit  approval, 
beginning  May  23. 1993.  for  all  qualifying  purchases  made  on  your  Canon  Credit  Card  Finance  Charges  will 
accrue  at  the  Annual  Percentage  Rate  of  up  to  17.88%  with  a  minimum  monthly  Finance  Charge  of  50  cents 
for  any  month  in  which  a  Finance  Charge  is  due  Minimum  Monthly  Payments  are  required. 


Canon 


ill  Fastenal 
Chief  Executive 
Robert  Kierlin 
What's  not  to 
like  about  this 
small  town 
screw-and-boK 
salesman? 
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Fastenal  Co.'s  Robert  Kierlin  has  built  his  nuts-and- 
bolts  retail  chain  into  such  a  stock  market  success  story 
that  a  lot  of  people  are  now  betting  he  can't  keep  it  up. 

Bob  Kierlin 
versus  the  shorts 


By  William  P.  Barrett 

Most  chief  executives  of  small 
growth  companies  explode  into  near- 
apoplexy  when  short-sellers  attack 
their  stocks.  Not  Robert  Kierlin.  Kier- 
lin is  founder  and  president  of  Fas- 
tenal Co.,  the  $62  million  (1991  reve- 
nues) Winona,  Minn. -based  chain  of 
bolt-and-screw  stores.  For  several 
years  fast-growing  Fastenal  has  had  a 
huge  short  interest — now  nearly  1 3% 
of  its  total  shares.  Because  the  stock  is 


so  thinly  traded  (Kierlin  and  other 
insiders  control  48%),  that  short  posi- 
tion works  out  to  a  gut-wrenching  96 
times  its  daily  volume — the  highest 
cover  ratio  of  all  o-t-c  stocks. 

Kierlin 's  response:  So  what?  "I've 
got  nothing  against  short-sellers,"  he 
says.  "They  have  a  role  in  the  market- 
place, too.  My  own  portfolio  has  a 
couple  of  short  positions.  In  the  long 
run,  the  truth  will  always  come  out." 


Kierlin,  53,  rarely  wears  a  suit  to 
work  and  watches  birds  through  a 
telescope  in  his  cluttered  office.  A 
native  of  Winona  (pop.  25,000), 
which  sits  along  a  scenic  stretch  of  the 
Mississippi  River  110  miles  south  of 
Minneapolis,  he  holds  a  mechanical 
engineering  degree  and  an  M.B.A. 
from  the  University  of  Minnesota. 
Before  starting  Fastenal  25  years  ago, 
he  worked  for  several  years  for  IBM  as  a 
financial  analyst. 

In  1967,  hankering  for  his  own 
business,  Kierlin  and  several  high 
school  friends  anted  up  a  total  of 
$30,000  and  started  Fastenal  in  a  20- 
foot-wide  Winona  storefront.  The  in: 
spiration  was  his  father's  auto  parts 
store,  where  Kierlin  worked  at  age  1 1 . 
"People  would  come  in  for  items  and 
we'd  have  to  send  them  to  the  hard- 
ware store,"  he  recalls.  "I  wondered  if 
you  could  put  together  a  store  with  all 
the  parts." 

Fastenal  stores — there  are  now  1 9 1 
of  them,  all  company-owned,  in  25 
states — all  operate  on  the  same  basic 
principle.  Situated  in  small  towns,  like 
Grand  Island,  Nebr.,  Hickory,  N.C. 
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Des  your  inventory  have  trouble  finding  its  way? 


^hen  faced  with  the  challenge  of  inventory 
mtrol,  many  companies  don't  know  how  to  get 
om  point  A  to  point  B. 

The  maze  of  issues  confronting  you  can  be  over- 
helming.  Do  you  face  excess  inventory  of  items 
)u  don't  need,  or  shortages  of  items  you  do  need? 
re  you  shipping  items  to  destinations  either 
>o  early,  or  too  late?  Are  you  able  to  identify  in 
:al  time  the  location  of 
Laterials  in  your  warehouse 
r  in  transit? 


Symbol  Technologies,  the  worldwide  leader 
in  bar  code  data  capture  systems,  has  invented  an 
innovative  radio  frequency  technology  that 
can  help  you  in  a  way  never  before  possible.  Our 
Spectrum  One®  wireless  network  can  help  you 
manage  inventory  more  efficiently  and  profitably, 
and  better  serve  your  customers. 

To  find  out  how  Symbol's  bar  code  data  capture 
solutions  can  change  the  way 
im^^imkM  J  y°ur  business  works,  call  us 

iMTWl  today  at  1-800-SCAN-234. 


Changing  the  way  business  works. 
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and  Fargo,  N.D.,  each  store  sells  some 
25,000  different  kinds  of  threaded 
metal  fasteners  along  with  some  basic 
construction  materials  like  paint,  con- 
crete anchors  and  cutting  tools. 
About  3,500  items  are  kept  in  stock; 
the  rest  are  supplied  overnight  from 
five  regional  warehouses.  Each  store  is 
manned  by  three  employees. 

Customers  generally  are  small  local 
manufacturers  and  service  businesses 
willing  to  pay  a  relatively  high  markup 
for  one -stop  convenience  and  quick 
service.  Individual  store  managers, 
whose  pay  is  largely  dependent  on 
how  well  their  store  does,  make  most 
inventory  and  pricing  decisions.  They 
also  cold-call  local  businesses  to  drum 
up  orders. 

According  to  its  financial  reports, 
Fastenal  is  highly  profitable.  Gross 
margin  was  53%  for  the  first  half  of 
1992,  far  above  the  fastener  distribu- 
tor industry  average  of  maybe  37%. 
This  year  analysts  expect  Fastenal  to 
earn  $8.5  million,  or  46  cents  per 
share,  on  revenues  of  $80  million.  Last 
year's  net  came  in  at  $6 .6  million,  or  3  5 
cents  per  share.  Over  five  years,  per- 
share  earnings  have  grown  at  38% 
annually — and  that  includes  1991, 
when  earnings  barely  budged.  The 
stock — Fastenal  went  public  in  August 
1987  at  a  split- adjusted  price  of  IV2 — 
recently  traded  at  15V2,  a  bit  off  its 


alltime  high  of  18V2  earlier  this  year. 

So  what's  not  to  like  about  Fas- 
tenal, which  ranks  47th  on  this  year's 
list  of  Up  &  Comers?  If  you're  a 
short-seller,  it's  the  company's  stock 
market  valuation.  Fastenal's  stock 
sells  at  an  extremely  rich  39  times 
trailing  earnings  and  34  times  esti- 
mated 1992  earnings.  The  market 
capitalization,  nearly  $300  million,as 
eight  times  book  value  and  over  four 
times  estimated  1992  revenues. 

Maybe — maybe — these  valuations 
could  be  justified  if  Fastenal  were 
likely  to  continue  its  rapid  growth. 
But  the  shorts  contend  that  Fastenal 
has  already  skimmed  the  cream  in 
many  small-town  markets.  As  the 
company  moves  into  bigger  markets, 
it  will  encounter  more  competition 
from  tough  operators  like  Home  De- 
pot and  Builders  Square. 

Moreover,  say  the  shorts,  Fastenal's 
earnings  would  have  been  flat  last  year 
but  for  a  change  in  its  inventory  ac- 
counting, and  by  underreserving  for 
taxes.  Fastenal's  margins  are  already 
higher  than  its  peers',  so  it's  unlikely 
that  Kierlin  can  make  the  company 
much  more  profitable.  The  prosaic 
screw-and-bolt  business  has  no  barri- 
ers to  entry.  On  top  of  all  this  a  new 
federal  law  designed  to  combat  sub- 
standard fasteners  will  impose  all 
kinds  of  new  costs. 


None  of  this  fazes  Kierlin.  He  says 
there  are  plenty  of  small-town  mar- 
kets left,  and  he  plans  to  expand  to 
500  stores  in  48  states  within  five 
years  and  maybe  even  open  stores  in 
Canada,  Mexico  and  Europe.  With 
most  of  his  sales  being  to  manufactur- 
ers, Kierlin  figures  he  won't  run  into 
trouble  from  Home  Depot  and  the 
other  do-it-yourself  superstores, 
which  are  geared  more  toward  home- 
owners and  small  builders  and  don't 
have  the  hard-to-find  fastener  inven- 
tory. He  says  accounting  changes  ha- 
ven't affected  earnings. 

Kierlin  is  in  the  happy  position  of 
being  able  to  fund  this  dramatic  ex- 
pansion— he'll  spend  $4  million  this 
year  to  open  42  new  stores — out  of 
cash  flow.  "I  don't  expect  any  dilu- 
tion to  shareholders,"  he  says.  The 
company  has  no  debt  and  a  ratio  of 
current  assets  to  current  liabilities  of 
5-to-l. 

Who's  right  about  this  company, 
Kierlin  or  the  shorts?  This  much  is 
certain:  Stockholders  get  their  mon- 
ey's worth  out  of  Kierlin.  His  com- 
pensation last  year  added  up  to  just 
$122,500.  His  own  17%  stock  hold- 
ing, though,  is  worth  more  than  $50 
million — he  has  a  big  incentive  to  beat 
the  shorts.  "I  think  we  can  maintain  a 
30%  growth  rate,"  he  vows.  Stay 
tuned.  Wk 


Making  custom 

fasteners  at  its 

Winona,  Minn. 

shop 

If  no  one  else 

makes  it, 

Fastenal  will. 
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Who  can  improve 

your  employee  benefits 

without  increasing  costs? 


wmmM^mmmmm 


The  rally  in  small  growth  stocks  lasted  16  months.  Then 
the  music  stopped.  Hold  on,  says  John  Laporte.  The 
band  just  took  one  of  its  normal  breaks. 

Overaeaction 


By  Christopher  Palmeri 

On  Sept.  25  high-flying  Medical 
Care  America,  Inc.  issued  a  terse  press 
release.  The  company,  which  runs 
outpatient  surgery  centers  and  pro- 
vides infusion  therapy  in  the  home, 
announced  that  earnings  in  the  third 
quarter  might  be  flat.  By  the  time 
trading  was  halted  later  that  day,  the 


stock  had  nose-dived  from  58  to  25. 

"This  market  is  unforgiving,"  says 
John  Laporte,  manager  of  the  $1.2 
billion  (net  assets)  T.  Rowe  Price  New 
Horizons  Fund,  a  small  growth  stock 
fund.  The  fund  holds  270,000  shares 
of  Medical  Care  America. 

Laporte  blames  disasters  like  Medi- 


cal Care  America  on  "momentum" 
players,  investors  who  run  with  the 
crowd  when  a  company's  stock  price 
and  earnings  are  accelerating  but  then 
dump  shares  fast  at  the  first  sign  of 
weakness.  "They  are  throwing  the 
baby  out  with  the  bathwater,"  La- 
porte says  of  Medical  Care  stock. 
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T.  Rowe  Price's 
John  Laporte 
at  Baltimore's 
Inner  Harbor 
"People  keep 
asking  me,  'Have 
small  companies 
had  their  ran?' " 
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UNUM. 
That's  who 


UNUM.  You  enhance  your  benefits  package 
with  comprehensive  employee-paid  plans. 

UNUM.  You  receive  superior  service  from 
a  vast  network  of  benefits  specialists. 

UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


You  can  count  on  what  we  know. 

UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122 

(All  states  except  New  York) 

First  UNUM  Life  Insurance  Company,  Tarrytown,  New  York  10591 

(New  York  state  only) 

©  1992  UNUM  Corporation 

1-800-634-8026 
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"The  only  question  for  me  is  when  do 
I  buy  more."  With  recent  prices 
around  18,  Laporte  says  he  has  been 
increasing  his  Medical  Care  America 
stake  slightly. 

In  Laporte's  opinion,  the  decline  in 
small  growth  company  stocks  proba- 
bly has  bottomed.  As  evidence,  he 
cites  his  own  fund's  31 -year  record, 
which  rises  and  falls  as  small-capital- 
ization growth  stocks  go  in  and  out  of 
favor.  (New  Horizons  was  started  in 
1960;  Laporte  has  managed  the  fund 
for  the  last  five  years.) 

New  Horizons'  record  shows  that 
the  average  small  company  rally  lasts 
four  to  five  years;  during  that  upward 
surge  there  are  several  corrections  of 
20%  or  more — these  stocks,  remem- 
ber, are  volatile.  The  most  recent  rally 
began  two  years  ago,  after  small-cap 


50%,  to  a  split-adjusted  2  a  share. 
Laporte,  then  Price's  director  of  re- 
search, told  the  firm's  fund  managers 
to  hold  on.  Home  Depot  shares, 
which  have  been  in  the  New  Horizons 
portfolio  since  1983,  now  trade  at  55. 
Laporte  faces  several  similar  tests 
today  (see  table).  Consider  bmc  Soft- 
ware Inc.  (ranked  15th  on  our  list),  a 
company  that  writes  database  man- 
agement and  communications  soft- 
ware for  IBM  mainframes.  New  Hori- 
zons owns  around  210,000  shares,  at 
an  average  cost  of  $34.  A  lull  in  new 
product  introductions  and  concerns 
over  pricing  pressures  knocked  bmc 
stock  down  from  its  high  of  79  earlier 
this  year  to  a  recent  59.  The  much 
anticipated  competitive  pressure 
hasn't  materialized,  however,  and 
earnings  remain  strong.  Laporte  is 


Angels  with  dented  wings 

Company/business 

Recent 
price 

52-week 
high    low 

Current 
P/E 

Estimated  EPSt 

1992                1993 

Biomet/bone  implants 
BMC  Software/database  software 
Medicine  Shoppe  Intl/franchise  pharmacies 
Nellcor*/oxygen  monitors 

15 
59 
23 
28 

32    14 
79    37 
30    22 
36    22 

32 
29 
16 
22 

0.46A 
1.88A 
1.46 
1.30A 

0.58 
2.60 
1.70 
1.60 

Ryan's  Family  Steak  Houses/family  restaurants 
St  Jude  Medical/mechanical  heart  valves 
Tokos  Medical*/uterine  monitors 
Xilinx/semiconductors 

9 
31 
18 
18 

13      8 
55    27 
46    17 
31     16 

19 
16 
29 
19 

0.55 
2.05 
0.95 
0.89A 

0.65 
2.40 
1.50 
1.10 

*Not  on  Forbes'  list.    tFiscal  years  may  not  coincide  with  calendar  years. 
Source:  New  Horizons  Fund. 

A:  Announced. 

currently  trades  at  15  times  its  esti- 
mated 1992  earnings. 

Similarly,  Biomet,  the  leading  mak- 
er of  artificial  joints,  announced  quar- 
terly numbers  slightly  below  Wall 
Street's  expectations.  So  Wall  Street 
crushed  the  stock  by  more  than  50%. 
"The  market  overreacted,"  Laporte 
says.  "It's  a  very  well  managed  com- 
pany with  a  great  long-term  record." 

Laporte  is  hanging  on  to  Medicine 
Shoppe  International,  Inc.  (87th  on 
our  list)  and  Ryan's  Family  Steak 
Houses,  Inc.  (117th).  Medicine 
Shoppe  is  a  franchisor  with  over  900 
small  pharmacies  in  shopping  centers. 
The  company  sticks  to  drugs,  Laporte 
says,  forgoing  "health  and  beauty  aids 
and  all  that  garbage."  Never  mind,  he 
says,  that  the  company's  new-store 
expansion    has    slowed.     Medicine 


These  stocks  in 
the  New  Horizon 
portfolio  have 
taken  a  beating 
recently.  Fund 
manager  Laporte 
says  they  will 
bounce  back. 


growth  stocks  had  been  out  of  style 
for  seven  years.  The  correction,  which 
began  in  February,  knocked  exactly 
20%  off  the  small-cap  group's  market 
prices — just  what  you  would  expect, 
says  Laporte,  from  his  historical  data. 
Today  New  Horizons'  portfolio's 
price/earnings  ratio  is  on  a  par  with 
the  S&P  500.  "You're  not  paying  a 
premium  for  high  growth,"  Laporte 
observes. 

A  Harvard  M.B.A.,  Laporte  joined 
T.  Rowe  Price  Inc.  (ranked  35th  on 
this  year's  Up  &  Comers  list)  15  years 
ago.  Since  then  he  has  seen  plenty  of 
highfliers  humbled,  only  to  rise  again. 
"People  forget  that  Home  Depot  ex- 
panded too  fast  in  the  1980s  and  had 
to  pull  out  of  some  markets,"  Laporte 
says.  In  1986  Home  Depot's  profits 
dropped  40%  and  the  stock  plunged 


hanging  tough. 

He's  also  weathering  rough  times 
in  health  care  holdings  such  as  St. 
Jude  Medical  Inc.  (37th  on  our  list), 
Biomet  Inc.  (56th),  Tokos  Medical 
Corp.  and  Nellcor  Inc.  The  market 
used  to  be  in  love  with  St.  Jude  and 
Biomet  but  now  hates  them  based  on 
doubts  they  can  continue  their  sensa- 
tional growth,  especially  if  Bill  Clin- 
ton is  elected  and  starts  hacking  away 
at  medical  care  costs.  St.  Jude,  the 
world's  leading  maker  of  mechanical 
heart  valves,  reported  a  disappointing 
sales  gain  of  only  3%  in  the  second 
quarter.  Laporte,  however,  thinks 
that  St.  Jude,  which  is  more  than  40% 
off  its  52- week  high,  will  continue  to 
increase  margins — now  a  phenome- 
nal 53%  pretax — just  as  it  has  for  the 
past  six  years.  At  31,  the  company 


Shoppe  generates  a  lot  of  cash  and 
sells  at  an  attractive  16  times  probable 
1992  earnings. 

Same  for  Ryan's,  a  chain  of  148 
low-priced  steak  houses,  mainly  in  the 
Southeast.  Ryan's  earnings  have  tend- 
ed to  be  flat  lately  and  its  sales  per  unit 
have  declined.  Laporte  thinks  new 
bakery  departments  in  the  restaurants 
will  stimulate  sales.  And  he  still  re 
members  his  first  meal  at  a  Ryan's  four 
years  ago.  "A  lot  of  food  for  a  very 
reasonable  price,"  he  says.  He  thinks  a 
lot  of  customers  have  such  memories 
and  keep  going  back  for  more. 

Last  year  New  Horizons  was  up 
53%.  Despite  this  year's  carnage,  it  has 
dropped  only  7%.  "People  keep  ask- 
ing me,  'Have  small  companies  had 
their  run?'  "  Laporte  says.  His  short 
answer:  No.  ■ 
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THE  DOLLAR  IS  FALLING. 
EC  RULES  ARE  DRIVING  YOU  CRAZY. 
YOUR  TAIWAN  PLANT  IS  ON  STRIKE. 

LETS  TALK  NEWSPAPERS. 


Ironic,  isn't  it?  World  events  are 
shaking  the  very  foundations  of 
American  business  —  but  most  news- 
papers still  deal  with  the  international 
scene  as  if  it  were  terra  incognita. 

Most  newspapers,  that  is,  except  the 
Financial  Times. 

The  FT  illuminates  the  world  for  you 

as  no  other  newspaper  can.  Every 
corner  of  it.  Every  corridor  of  power. 
Its  first-hand  reporting  is  second  to 
none  —  on  the  political,  economic  and 
financial  events  you  must  know  about 
as  the  day  begins. 

FT  correspondents,  specialists  in  their 
subjects  and  regions,  keep  you  ahead 
of  the  curve  in  terms  of  information 
that  can  be  put  to  practical  use. 

You  get  the  full  dimensions  of  each 
development.  The  FT  provides  a  syn- 
thesis of  world  reactions  to  key  events, 
and  examines  their  impact  on  markets, 
geopolitical  institutions  and  multi- 
national business. 


This  breadth  of  vision, 
so  unique  to  the  FT, 
can  open  your  eyes  to 
often  unseen  risks  — 
and  opportunities. 


rm 


FINANCIAL  TIMES 


SilZSSrr    A'rbus  wins  $5bn  order  for  100  aircraft  in  US 
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What's  more,  you  gain  a  perspective 
on  each  day's  news  through  FT 
analyses  that  deal  with  the  meaning 
and  implications  of  world  events. 

These  features  separate  shadow  from 
substance;  they  explain  the  relevance 
of  economic  and  political  trends;  they 
sharpen  your  ability  to  make  well- 
informed  decisions. 

Designed  for  busy  executives,  the  FT 

doesn't  waste  your  time  with  trivia 
and  padding.  Each  story  takes  you  to 
heart  of  the  matter.  And  the  FT's 
conciseness  is  matched  by  its 
legendary,  straight-from-the-sources 
accuracy. 

Then  there's  the  matter  of  style;  and 
despite  the  seriousness  of  its  subject 
matter,  the  FT  is  anything  but  somber. 
To  the  contrary,  the  intelligence  and 
fiercely  independent  nature  of 
Financial  Times  reporting  give  the 
paper  a  refreshing,  spirited  quality. 

In  short,  the  FT  is  an 

extraordinarily  good 
read  —  even  on  a  bad 
morning.  Can  that 
much  be  said  for  any 
of  the  others? 
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West  pledges  support  for  Yeltsin*  reforms  and  political  leadership      Italian 

G7  agrees  $24bn  aid  for  Russia   J°f«? 
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When  the  question  is  executive  compensation,  salary, 
bonus  and  stock  options  tell  only  a  part  of  the  story, 
and  not  necessarily  the  most  interesting  part. 

Do  as  I  earn, 
not  as  I  own 


By  R.  Lee  Sullivan 

Thirty-four- year-old  S.  Robert 
Levine  is  cofounder  and  chief  execu- 
tive of  Rochester,  N.H.'s  Cabletron 
Systems,  Inc.  A  maker  of  hardware 
and  software  for  local  area  networks, 
Cabletron  is  ranked  13  th  among  this 
year's  200  Best  Small  Companies. 
One  of  those  founded-in-a-garage 
companies  (Forbes,  Nov. 
12,  1990),  Cabletron 
should  earn  $75  million 
this  year  on  revenues  of 
$390  million. 

How  much  does  Levine 
pay  himself  for  this  perfor- 
mance? Practically  nothing, 
just  $52,000  a  year,  with  no 
bonus.  That  makes  him  the 
lowest-paid  chief  executive 
of  the  Best  Small  Compa- 


nies. Says  Levine  proudly:  "Probably 
50%  of  the  managers  here  make  more 
in  salary  than  I." 

Levine  says  that  by  paying  himself 
so  little,  he's  setting  an  example  for 
Cabletron  managers,  encouraging 
them  to  work  more  for  the  good  of 
the  company  than  for  their  selfish 


interests.  But  then  the  company's  in- 
terests are  also  Levine 's.  He  still  owns 
24%  of  Cabletron's  equity;  his  6.7 
million  Cabletron  shares  are  currently 
worth  $418  million.  Think  of  it  this 
way:  If  Cabletron  can  continue  to  sell 
at  25  times  earnings,  then  every  nickel 
increase  in  earnings  per  share  adds 
$8.4  million  to  Levine's  net 
worth. 

Levine  points  out  that 
several  Cabletron  managers 
own  $500,000-plus  stakes 
in  the  company.  But  all 
told,  Cabletron's  2,000 
employees  other  than  Le- 
vine and  his  cofounder  own 
or  have  options  to  buy  a 
rather  modest  10%  of  the 
company.  If  he  really  wants 


Compensation  by  school 

Undergraduate 
college 

Median 

salary 

+ bonus 

(000) 

Harvard 

U  of  Notre  Dame 
U  of  Illinois 
no  college  degree 

$508 
403 
384 
325 

U  of  Maryland 

YaleU 

U  of  South  Carolina 

Texas  Tech 

318 

306 
263 
184 

. . .  background 

Chief 

executive's 

background 

Median 
salary 

+ bonus 
(000) 

Marketing 

Insurance 

Administration 

Production 

Sales 

$379 
375 
372 
358 
342 

Technical 

Legal 

Retailing 

Operations 

Financial 

311 
303 
273 
271 
263 

. . .  industry 

Industry 

Median 

salary 

+ bonus 

(000) 

Electronics 

$446 

Financial  services 

402 

Electronics-defense 

399 

Electronics-semiconductors 

359 

Computer  software 

343 

Business  services 

303 

Computer  equipment 

295 

Computer  services 

292 

Food 

251 

Cosmetics 

180 

A  Harvard  degree 
is  worth  the  most, 
but  dropouts  needn't 
count  their  pennies. 


Marketers  outpace 
financial  types  when 
it  comes  to  their 
personal  finances. 


Restaurant  chiefs 
won't  go  hungry, 
but  high-tech  types 
earn  the  highest  pay. 
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THE  PFIZER  HEALTHCARE  SERIES 


Depression. 

It  can  affect  you  in  ways  you 
would  never  suspect 


a  loss  of  interest  or  pleasure 
in  your  job,  family  life, 
hobbies  or  sex 

difficulty  in  concentrating 
or  remembering 

physical  pains  that  are 
hard  to  pin  down 

sleep  disturbances 

appetite  loss  (or  overeating) 

unusual  irritability 


a  loss  of  self-esteem  or  an 
attitude  of  indifference 

a  downhearted  period  that 
gets  worse  and  just  won't 
go  away 

frequent  or  unexplainable 
crying  spells 


A  combination  of  the  above  symptoms, 
persisting  for  two  weeks  or  more,  can 
be  an  indication  of  depressive  illness 
and  a  warning  to  seek  the  advice  of  a 
doctor. 


Because  depression  can  be  a  lot  more  than  just  "the  blues." 

Over  10  million  Americans  today  may  suffer  from  depression.  Unfortunately,  it  often  goes  unre- 
ported, and  therefore  undiagnosed  and  untreated,  because  people  don't  recognize  the  symptoms 
for  what  they  are.  Yet,  depression  can  be  diagnosed  and  treated  in  most  cases.  It's  most  important 
to  realize  that  you  are  not  alone  by  any  means. 
Do  something  for  yourself  and  for  those  you  love.  See  your  doctor. 

For  a  poster-sized  reprint  of  this  message,  write:  Pfizer  Pharmaceuticals,  P.O.  Box  3852, 
Grand  Central  Station,  New  York,  NT  10163. 


A  message 
in  the  interest 
of  better 
health  from 
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U.S.  Pharmaceuticals 

A  PARTNER  IN  HEALTHCARE™ 
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"The  higher  the  equity  incentive,  the  more  it  helps  management  to  focus," 
says  Cambex  Chief  Joseph  Kruy,  whose  company  tops  the  200  Best  list. 


his  workers  to  follow  his  example, 
perhaps  he  should  find  ways  to  give 
them  a  bigger  stake  in  their  enterprise. 

Toward  the  other  end  of  the  small 
company  compensation  spectrum  is 
St.  Jude  Medical's  Lawrence  Lem- 
kuhl.  Last  year  he  earned  $7.7  mil- 
lion; of  that,  $574,000  was  from  sala- 
ry and  bonus,  while  $7.1  million  came 
from  exercising  stock  options  award- 
ed over  the  past  seven  years. 

It's  hard  to  make  a  case  that  the  55- 
year-old  chief  executive  was  overpaid. 
When  he  took  over  the  St.  Paul, 
Minn. -based   maker   of  mechanical 


heart  valves  in  1985,  the  company  was 
losing  money.  Since  then,  St.  Jude's 
market  value  has  increased  from  $37 
million  to  $1.4  billion.  The  payroll 
has  climbed  from  211  to  675 — yet 
another  example  of  how  the  country's 
smaller  companies  create  jobs  as  big- 
ger companies  shrink. 

This  year  39th-ranked  St.  Jude  is 
expected  to  earn  $105  million  after 
taxes  on  revenues  of  $250  million. 
"The  shareholder  has  been  rewarded, 
so  I've  been  properly  compensated," 
says  Lemkuhl. 

It's  surely  no  accident  that  the  ten 


highest-paid  bosses  paid  themselves  a 
total  of  $68  million  and  owned  $113 
million  worth  of  their  companies' 
stock,  while  the  ten  lowest-paid 
earned  $1.1  million  and  owned  $825 
million  worth  of  stock.  Members  of 
the  latter  group  could  well  afford  to 
be  cheap  with  themselves.  M 


n 


"The  CEO  sets  the  style  for  the  whole  company,"  counters  Frank  Manning 
of  Fifth-ranked  Zoom. "If  you  make  too  much,  the  question  is,  'Is  it  fair?'  " 
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hristine  LaSala,  Executive  VP  and  Deputy 
anager  ofJ&HNew  York,  on  serving 
id-sized  companies: 
It's  tough  to  turn  a  profit  in  a  nervous 
:onomic  climate,  especially  when  costs 
at  used  to  be  predictable  start  acting 
lpredictable. 

Take  workers  compensation  insurance 
>sts,  for  example.  Rates  are  leaping 
exorably,  state  by  state.  In  some  cases, 
surers  are  freeing  the  market. 
These  pressures  are  coming  on  top  of 
bdical  benefit  plan  costs  that,  by  them- 
lves,  are  eating  the  average  company 
it  of  nearly  a  quarter  of  earnings. 
Mid-sized  companies  know  they 
louldn't  be  taking  the  same  tired 
)proaches  to'costs.  But  in  many  cases 
ey  don't  have  the  internal  staff  or  an 
sura  nee  broker  with  the  size  to  do 
■nething  about  it. 


That's  why  so  many  mid-sized  firms 
are  interested  in  what  J&H  has  to  say: 
Let  us  be  the  staff  you  don't  have  on  staff. 

We've  got  the  size.  We've  got  the 
global  buying  clout.  We  handle  insurance 
and  benefits  issues  together. 

We'll  show  you  how  aggressive  claims 
management  and  self-insurance  programs 
can  help  with  workers  comp  problems. 
And  how  managed  care  can  work  to 
control  runaway  medical  plan  costs. 

Big  companies  have  staff  specialists  to 
deal  with  such  things.  Mid-sized 
businesses  usually  don't. 

Until  now. 

JOHNSON 
j&TTIGGINS 

Innovation  Driven  "by  Experience. 
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fhat  does  it  take  to  prosper  in  a  down  economy?  John  Cosaert  of 
Heartland  Express'  "16-truck  mentality"  is  as  good  an  answer  as  any. 

onoring  the  best 


Jy  Fleming  Meeks 

ohn  Cosaert,  chief  financial  officer 
)f  Heartland  Express,  Inc.,  boasts  of 
lis  "16-truck  mentality."  His  point 

that  while  his  Coralville,  Iowa 
crucking  firm  now  runs  more  than 
BOO  trucks,  it  tries  to  treat  its  custom- 
ers as  tenderly  as  it  did  when  it  had 
just  16  trucks,  when  it  started  14 
years  ago. 

Heartland  must  be  doing  some- 


thing right.  A  six-year  veteran  of 
Forbes'  list  of  the  200  Best  Small 
Companies  in  America,  Heartland 
makes  its  second  straight  appearance 
on  the  honor  roll. 

This  year  the  company,  which  hauls 
appliances  for  Whirlpool  and  cereal 
for  Kellogg,  will  probably  earn  $11.2 
million  on  revenues  of  $92  million. 

To  make  the  honor  roll,  Heartland 


and  14  other  up-and-coming  compa- 
nies had  to  meet  stiff  tests:  an  average 
annual  return  on  equity  of  at  least 
15%  for  the  last  five  years  and  for  the 
latest  12  months;  latest  12-month 
earnings  had  to  be  up  at  least  15%. 

Of  the  1 5  honor  roll  companies  of 
1991,  only  6  companies  from  last 
year's  list  managed  to  repeat  this 
year.  WM 


jm  I  IMlMm  \  i  •  lOHJMj 


Excluding  dividends,  a  1987  investment  of  $150,000  in  this  group  of  stocks  would  have  grown  to  $708,319. 
Invested  in  the  S&P  500,  it  would  be  worth  $216,187  today. 
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ADVERTISEMENT 


"-Parker 


Partnerships  In       t 
Engineering  Excellence  E 

Reestablishing  an  American  Legend 


Perhaps  no  other  product  has  come  to  symbolize 
America's  passion  for  freewheeling  road  travel  and  personal 
independence  more  than  a  Harley-Davidson®.  For  legions 
of  riders  worldwide,  a  Harley-Davidson®  motorcycle  repre- 
sents the  uniquely  American  longing  for  the  open  road, 
unconfined  by  the  walls  and  windows  of  an  automobile. 

But  only  ten  years  ago,  Harley-Davidson  was  struggling 
to  sell  its  products.  Like  so  many  other  icons  of  American 


manufacturing,  Harley-Davidson  had  become  a  victim  of  its 
own  success,  turning  out  the  same  basic  machines  year 
after  year.  A  clientele  that  included  many  do-it-yourself 
mechanics  virtually  assured  the  company  of  sales  and  for- 
gave quality  oversights.  After  all,  working  on  your  Harley® 
was  half  the  fun  of  owning  one. 

That  complacency  nearly  doomed  Harley-Davidson 
when  overseas  manufacturers  unveiled  a  new  generation  of 
higher-quality,  technically  advanced  motorcycles. 

But  Harley-Davidson,  the  all-American  company, 

answered  the  new  challenges.  During  the  early  1980s, 

Harley-Davidson  became  committed  to  manufacturing  high- 

I     quality  products  that  could  compete  with  the  very  best  its 


competition  had  to  offer.  These  new  bikes  still  provided  the 
muscle  and  machismo  that  gave  Harieys®  their  legendary 
appeal,  but  riders  no  longer  needed  to  carry  tool  kits  when 
they  went  for  a  ride. 

The  result?  A  renewed  love  affair  with  Harley-Davidson. 
Not  only  traditional  blue-collar  cycle  fans,  but  also  doctors, 
lawyers,  chief  executive  officers  and  Hollywood  celebrities 
started  riding  Harley-Davidson®  motorcycles.  The  com- 
pany's success  became  a  textbook 
example  of  how  an  American  business 
can  right  itself  when  quality  becomes  its 
mission. 

Along  the  way,  Parker  Hannifin 
Corporation,  the  world's  largest  manufac- 
turer of  motion-control  components  and 
systems,  has  been  there  to  help.  Parker 
hydraulic  and  pneumatic  products  —  rang- 
ing from  pumps,  valves,  cylinders,  filters, 
fluid  connectors  and  seals  to  automation 
components  and  systems  —  are  used 
throughout  Harley-Davidson®  manufactur- 
ing plants.  And  Parker  seals  are  also  an 
integral  part  of  the  hydraulic  brake  system 
on  every  Harley®  produced. 

Support  like  this  has  helped  Harley- 
Davidson®  motorcycles  become  the 
most  sought  after  in  the  world,  with  demand  greatly  out: 
weighing  supply.  Harieys  have  become  one  of  the  bright 
spots  in  U.S.  foreign  trade  with  31  percent  of  the  com- 
pany's unit  production  slated  for  export. 

It's  this  type  of  partnership  in  excellence  that  is  the  driv- 
ing force  behind  Parker's  worldwide  preeminence  in  motion- 
control  components  and  systems.  Parker  operates  200 
manufacturing  plants  and  administrative  offices  around  the 
world,  supporting  more  than  4,500  distributors  and  more 
than  258,000  customers  in  every  comer  of  the  world  with 
more  than  800  product  lines  for  hydraulic,  pneumatic  and 
electromechanical  applications  in  some  1 ,200  industrial  and 
aerospace  markets. 


Parker  and  Harley-Davidson  travel  the  road  to  excellence 


The  road  champion  image  of 
Harley-Davidson  has  been  restored. 
This  legendary  company  -  unique  in 
American  industry  -  recently  under- 
went a  complete  metamorphosis  in 
order  to  prevail  against  formidable 
competition  from  abroad.  And 
Parker  Hannifin,  the  world's  leader 
in  motion-control  components  and 
systems,  was  there  to  help. 

Much  of  the  Harley-Davidson 
rebuilding  process  was  a  team  effort 
guided  by  President  and  CEO  Rich 
Teerlink.  All*  facets  of  the  company 
were  painstakingly  studied.  Harley- 
Davidson  then  adopted  employee- 
driven  quality  programs,  calling  for 


every  member  of  the  workforce  to 
become  fully  involved. 

Harley-Davidson  also  employed 
the  latest  in  manufacturing 
technology.  That's  where  Parker 
came  in. 

Harley-Davidson' s  engineering 
team  employed  Parker's  innovative 
manufacturing  technology  to  further 
improve  productivity  and  quality  on 
the  factory  floor.  Parker's  advanced 
hydraulic  and  pneumatic  components 
and  systems  are  used  throughout 
Harley-Davidson®  manufacturing 
plants  to  improve  plant  efficiency. 
And  Parker  seals  are  used  on  the 


braking  system  of  every  Harley®. 

Parker  serves  over  1 ,200  markets. 
More  than  250,000  customers  around 
the  globe  rely  on  the  innovation  and 
dependability  of  Parker  technology, 
components  and  systems. 

These  partnerships  have  helped 
make  Parker  a  worldwide  leader  in 
the  motion-control  industry.  For 
more  information,  write  for  our 
Annual  Report:  Parker  Hannifin 
Corporation,  Dept.  FB-21, 17325 
Euclid  Ave.,  Cleveland,  OH  441 12- 
1290.  Or  call  1-800-C-PARKER 
(1-800-272-7537)  for  product 
information. 


PH-NYSE 


A  partnership  in  vital  technologies 


Parker 
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Coming  up 

with  the  list 


i 


How  did  we  pick  the  200?  We  began  with  about  4,400 
publicly  traded  U.S.  companies  that  meet  our  definition  of 
small — latest  12-month  sales  no  less  than  S5  million  and 
no  more  than  S350  million.  Then  we  required  a  five-year 
average  annual  return  on  equity  of  at  least  9.5%  and  five- 
year  average  annual  sales  and  earnings  growth  rates  of  at 
least  8%.  We  dropped  firms  that  had  more  debt  than 
equity.  Companies  whose  stocks  are  priced  under  S5  were 


eliminated,  as  were  issues  that  significantly  underper-  I 
formed  the  market  over  the  past  12  months.  Thinly  traded  I 
stocks  with  average  daily  volume  of  fewer  than  1,000  I 
shares  were  also  discarded.  We  excluded  limited  partner-  I 
ships,  real  estate  investment  trusts,  banks  and  thrifts.  Data  I 
come  from  Los  Angeles-based  William  O'Neil  &  Co.  The  I 
Institutional  Brokers  Estimate  System  provided  the  1992  J 
earnings  estimates. 


Rank Company/business 

this         last 
year        year 


Return  on  equity     5-year      Latest  12  mos       Debt/      Quick     Recent    Market      Latest  12  mos         Est 
5-year      latest       EPS        sales      profits     equity      ratio1       stock      value2       EPS         P/E        1992 


average       12       growth     ($mil> 

mos        rate 


price      ($mil) 


EPS 


1 
2 
3 
4 
5 
6 
7 
8 
9 
10 


1  Cambex  82.1%    71.8%      77%       $49 

hardware  &  software  prods  compatible  with  IBM  mainframes 

2  Koll  Management  Svcs  77.7       29.6         24  32 

real  estate  management 


Rally's 

fast-food  restaurants 


60.8       20.6 


Martech  USA  59.0       24.7 

marine  pollution  control  svcs 


76 
50 


Zoom  Telephonies 


55.0       50.1        113 


designs,  produces  &  markets  modems,  fax  modems  &  other  equip  for  voice  data  networks 

12.8     17 


I ntergroup  Healthcare  48.4       28.3        106 

health  maintenance  organization  in  Arizona 


Zebra  Technologies 
barcode  labeling sys 

Outback  Steakhouse 

Florida-based  steakhouses 


40.0   33.4    35 
38.6   31.9   115 


105 
52 

34 

equi 

260 
53 
83 


$9.1 

1% 

1.81 

10% 

$88 

$1.08 

10.0 

$1.08 

2.9 

0 

NA 

11 

36 

0.91 

12.1 

1.03 

7.6 

27 

0.83 

18 

217 

0.66 

27.3 

0.73 

7.7 

91 

1.81 

9 

90 

0.78 

11.5 

0.69 

2.8 

20 

1.89 

12 

66 

0.51 

23.5 

0.58 

9      Landauer  38.4       37.8  14  27 

analytical  svcs  for  measuring  environmental  radiation  hazards 

14      American  Power  Conversion    37.8       46.6         79  119 

manufactures  nomnterruptible  power  supplies  for  computers 


NA  21V4  207  1.31  16.2  1.47 

10.2   0    2.34  16  192  0.86  18.6  0.91 

8.5   3    2.67  43%  500  0.74  58.4  0.94' 

7.8   2    1.89  17V4  146  0.93  18.5  0.93 

20.4  12    1.87  36  777  0.89  40.4  1.06 


Stock  prices  as  of  Oct.  9.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  current  liabilities.    'Includes 

all  share  classes. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 
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Rank 

this        last 
year        year 

Company/business                Return  on  equity 
5-year      latest 
average       12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
($mil) 

Debt/ 
equity 

Quick 
ratio1 

Recent 
stock 
price 

Market 
value2 

($mil) 

Latest  12  mos 
EPS         P/E 

Est 
1992 
EPS 

11 

10 

Tseng  Labs                          37.6%    37.2% 
graphics  chips  &  circuits  for  PCs 

72% 

$68 

$11.8 

7% 

6.03 

HVs 

$214 

$0.61 

18.2 

$0.74 

12 

24 
5 

■ 
11 

Liuskilntl                            36.2       31.2 
distributes  Taiwanese-made  microcomputers 

Cabletron  Systems                35.8       33.8 
manufactures,  markets  &  installs  computer  nt 

Medicus  Systems                 35.6       27.7 
management  software  for  the  health  care  indi 

40 

&  compute 

109 
:twork  equ 

175 
r  periphf 

345 

P 

3.1 
jrals 

0 

0.44 

71/2 

24 

0.80 

9.4 

NA 
2.75 

13 

68.7 

0 

4.31 

62V2 

1,756 

2.45 

25.5 

14 

119 
stry 

23 
200 

2.5 
52.7 

4 
4 

2.23 

8% 

46 
1,421 

0.46 

19.0 

0.56 

15 

BMC  Software                      35.4       35.2 

database  software  for  mainframe  computers 

51 

NA 

555/s 

2.03 

27.4 

2.47 

16 

12 

Lindsay  Manufacturing          35.4       31.9 
agricultural  irrigation  sys 

46 

108 

10.5 

0 

1.12 

31% 

148 

2.18 

14.6 

2.28 

17 

■ 

Stephan                             34.3       58.3 
makes  &  sells  hair-care  &  skin-care  prods 

67 

13 

2.1 

24 

2.67 

22V2 

44 

1.00 

22.5 

NA 

18 

17 

Danek  Group                        34.2       31.5 
spinal  implant  devices 

.90 

58 

9.5 

0 

3.65 

33% 

577 

0.55 

61.4 

0.70 

19 

■ 

Mobile  America                    33.9       39.7 
accident,  health  &  auto  insurance 

58 

37 

6.9 

0 

0% 

20% 

65 

2.20 

9.4 

2.12 

20 

■ 

Mercury  Finance                  33.7       40.1 
consumer  finance  &  credit  insur 

40 

129 

42.1 

49 

NA 

13V4 

1,125 

0.50 

26.5 

0.50 

Modems  are  getting  faster 
and  cheaper  to  buy.  Boston-based 
Zoom  Telephonies  is  a  winner 
in  this  growing  market. 


21 

19 

Cisco  Systems                     33.3       66.2 
computer  network  prods 

126 

340 

84.4 

0 

5.14 

54 

3,221 

1.33 

40.6 

2.103 

22 

44 

BGS  Systems                       31.9       43.1 
software  to  help  users  make  efficient  use  of 

65 
the  capac 

33 
78 

28 

ityof  IBM  mai 

6.4 

nframe 

1 
sys 

NA 

371/2 

121 

1.99 

18.8 

2.10 

23 

■ 

MicroTouch  Systems              31.4       40.9 
computer  touch-screen  selection  sys 

Utah  Medical  Products           31.4       34.8 
makes  &  sells  disposable  medical  prods 

26 
33 

1.9 

0 

1.10 

17% 

55 

0.73 

24.2 

0.80 

24 
25 
26 

26 

6.1 
10.3 

0 
0 

2.79 
17.74 

12% 
15V4 

96 

0.77 
0.76 

16.1 

0.86 

15 
34 

Digi  Intl                               30.3       20.3 
data  communications  hardware  &  software 

70 

53 

206 

20.1 

0.80 
0.80 

Concord  Computing              30.1       29.4         53            57 
hardware  &  software  for  electronic  authorization  of  check  payments 

7.7 

0 

1.95 

25V4 

264 

0.71 

35.6 

27 
28 
29 

■v 

27 
29 

Monro  Muffler  Brake             29.1       23.3 

muffler  repair  shops 

44 

47 

jatients  v* 

73 

5.9 

0 

0.96 

IIV2 

68 

0.86 

13.4 

0.95 

Ballard  Medical  Prods            28.7       40.6 
disposable  equip  for  providing  critical-care  | 

47          13.0       0 
ith  mechanical  ventilation 

5.73 
1.75 

28 

15 

542 
129 

0.64 
0.97 

43.8 

0.65 

Spartan  Motors                    28.7       35.9 
heavy-duty  truck  chassis 

36 

111 

8.0 

17 

15.5 
ilities. 

1.06 

includes 

Stock  prices  as  of  Oct.  9.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.    'Current  assets  less  inventories  divided  by  current  liab 

all  share  classes.    31993  estimate. 

Sources:  WilliamO'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 
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Rank 

this         last 
year        year 

Company/business 

Return  on  equity     5-year 
5-year      latest       EPS 
average       12       growth 
mos        rate 

Latest  12 
sales      p 
($mil) 

$26 

mos       Debt/      Quick 
rofits     equity      ratio1 

Recent 
stock 
price 

Market 
value2 

($mil) 

Latest 
EPS 

$0.72 

12  mos 
P/E 

Est 
1992 
EPS 

30 
31 
32 
33 

■ 
■ 

Equitrac                               28.4%    32.4%      40% 
software  that  tracks  expenses  at  law  firms 

Ultra  Pac                             27.9       31.5         97 
manufactures  &  sells  plastic  containers  &  packaging  to < 

$2.1     20%       1.06 

9% 

$34 

13.0 

$0.73 

22            1.6     70          0.81 

.upermarkets  &  other  food  retailers 

10% 

40 

0.49 

21.7 

0.57 

23 

■ 

Sullivan  Dental  Prods             26.7       22.6         57 
distributes  dental  equipment  &  supplies 

94 

4.4  -    4          0.93 

19% 

175 

0.52 

38.2 

0.59 

IMCO  Recycling 

recycles  aluminum 

26.6        18.1          14 
beverage  containers  &  other  metals 

53 

6.5     36          4.28 

11% 

124 

0.60 

19.0 

0.70 

Here's  one  outfit  in  the  beleaguered 
automotive  business  that's  doing 
well— Spartan  Motors.  It  makes  fire  trucks 
and  other  heavy-duty  vehicles. 


34 

m 

Kinetic  Concepts                   26.2       26.3           9 
manufactures  &  rents  hospital  beds  &  medical  equip 

266 

26.8 

99 

1.23 

8% 

372 

0.56 

15.2 

0.63 

35 

m 

T  Rowe  Price  &  Assocs           26.2       24.8           9 
distributes  mutual  funds 

226 

32.9 

12 

NA 

37% 

538 

2.19 

17.1 

2.33 

36 

m 

Falcon  Products                    26.0       30.0         49 
makes  table  bases,  tabletops  &  chairs 

45 

3.6 

24 

1.10 

14% 

69 

0.84 

17.0 

0.82 

37 

* 

System  Software  Associates    25.9       34.5         51 
storage  management,  applications  development  &  data 

201          23.4        7             NA 
comm  software  for  mainframes 

22 

387 

1.32 

16.7 

1.43 

38 

36 

CSS  Industries                      25.6       22.7         21 
manufactures  &  markets  paper  prods 

183 

20.0 

9 

1.79 

26 

137 

3.70 

7.0 

3.57 

39 

45 

St  Jude  Medical                    25.1        26.7         41 
mechanical  heart  valves  &  medical  prods 

220 

92.2 

0 
4 

■ 

10.73 
2.83 

30% 
14% 

1,464 

1.92 

16.0 

2.05 

40 

4 

Matrix  Service                       25.0        14.4         84           124 
maintenance  &  construction  svcs  in  petroleum  processing,  refining 

9.4 
&  storage 

137 

0.94 
1.46 

15.4 
11.3 

1.13 

41 

■ 

K  Swiss                                24.8       21.3         51 
manufactures  &  markets  footwear  &  apparel 

128 

9.6 

24 

1.81 

16% 
22% 

106 

1.51 
0.90 

42 

■ 

Tecnol  Medical  Products        24.4       21.8         29            65 
biochemicals  &  diagnostic  kits  for  research  &  clinical  applications 

10.9 

9 

8.33 
1.07 

290 

0.85 

26.3 

43 

18 

Jean  Philippe  Fragrances        24.0       32.1          24 
distributes  clones  of  famous  fragrances  &  cosmetics  for 

30           2.6 
women  &  men 

4 

11% 
12 

69 

0.51 

23.3 

0.65 

44 
45 

56 

Nature's  Sunshine  Prods        24.0       24.9         20 
nutritional  &  personal  prods 

85 

4.9 

0 
0 
0 

1.49 

100 

0.59 

20.3 

0.68 

43 

Heartland  Express                 23.9       25.2         26 
motor  carrier  of  general  commodities  in  48  states 

84 

10.3 

NA 
1.39 

35 

16V4 

263 

1.37 

25.5 
30.7 

1.49 
0.55  \ 
0.46 

46 
47 
48 

61 
48 
52 

Bridgford  Foods                    23.8       25.2         27 
makes  &  distributes  snack  food 

98 

5.0 

153 

0.53 

Fastenal                               23.6       24.9         38             72           7.5       3 
sells  bolts,  screws  &  other  industrial  fasteners  through  company-owned  stores 

3.13 

15% 

294 

0.40 
0.60 

38.8 

Vicor                                   23.5        17.9         73 
transformers  for  electronic  prods 

61 

12.6 

2 

8.14        16% 
s  less  inventories  div 

353 

27.9 

0.61 

Stock  prices  as  of  Oct.  9.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Curren 

all  share  classes. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 
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VDuumni 

Raise  Caprtai  EttictenOv 
With  This  Kind  Of 

Bottom  -  Line  TTiinhing. 


Indexed  Price 
102  - 


Days  Before  Offering    9876543210 

Average  Price  Decline  Before  An  Additional  Nasdaq  Ottering 


At  no  time  is  the  stability  of  a  stocks 
price  more  important  to  a  company 
than  when  raising  additional  equity 
capital.  ; 

Prices  in  the  period  before  an  addi- 
tional offering  are  more  stable  for 
American  Stock  Exchange  listed  issues 
than  for  those  on  Nasdaq*  This  can  mean 
more  money  for  the  company:  based  on 
a  $10  million  offering,  the  average  dif- 
ference is  $372,000. 

But  perhaps  the  facts  behind  this 
figure  are  best  expressed  in  the  many 


other  advantages  we  offer  a  company 
and  its  investors. 

Like  the  auction  market  system  that 
provides  both  liquidity  and  price  stability 
through  tight  quote  spreads  and  fewer 
trade-to-trade  price  changes.  And  our  spe- 
cialists, who  are  committed  to  maintaining 
a  fair  and  orderly  market  in  your  company's 
stock. 

Not  to  mention  short-sale  protection 
you  wouldn't  find  on  Nasdaq,  where  market 
makers  can  short  a  company's  stock  at  any 
given  moment. 


And  a  market  that  puts  the  public 
first,  unlike  Nasdaq,  whose  market  makers 
can  execute  their  own  trades  ahead  of 
investors  and  who  can  stop  trading  an 
issue  at  virtually  any  time. 

To  find  out  how  our  auction  market 
system  can  contribute  to  your  bottom 
line,  call  the  American  Stock  Exchange 
at  212-306-1620.  And  start  looking  at  a 
different  line  of  reasoning  altogether. 


The  American  Stock  Exchange 


The  Business  Behind  The  Business. 


*Basedon  our  study  qfadditicmal  stock  offerings  byi  '>mpanies  listed  on  the  American  Stock  Exchange  and  Nasdaq  covering  the  pen,  id  from  January  1991  through 

•  it  1992.  All  offerings  with  prices  of at  least  $5  and  at  least  1  million  pre-offering  shares  outstand  i  ng  u  ere  included,  Prices  were  tracked  from,  the  ninth  day  prior  to 
the  offering  1 1 m> ugh  the  offering  price.  On  average ,the  prices  of the  Nasdaq  stocks  fell  3.72%  more  than  the  America  n  Stock  Excha  uge  stocks  dun  ng  that  period.  In  the 

graph,  all  prices  are  indexed  to  100  as  of  the  ninth  pre-offering  day 


mc  cuu  dloi  oitihll  uumrHnico 


Rank Company/business 

this         last 
year        year 


49 
50 
51 
52 
53 
54 


59 
60 
61 
62 
63 


64 
65 


Return  on  equity  5-year  Latest  12  mos  Debt/      Quick     Recent  Market  Latest  12  mos        Est 

5-year      latest  EPS  sales      profits  equity      ratio1      stock  value2  EPS        P/E        1992 

average       12  growth     ($mil) price  ($mil)                                 EPS 

mos  rate 


79      AirTran  23.1%    27.7%      35%      $106         $6.2     35%       1.03 

commuter  airline  in  the  Midwest 


54      Lawter  Intl 

specialty  chemicals 


23.0       23.6 


Progress  Software  23.0       22.6 

database  management  sys  &  software 


10 
87 


■  Vitalink  Pharmacy  Svcs  22.8        13.4         57 

operates  pharmacies  in  hospitals  &  nursing  facilities 

■  LE  Myers  Co  Group  22.7       27.4         41 

electrical  contracting  svcs 

41      Vital  Signs  22.4       19.2         34 


161 
78 
44 

105 
55 


27.5  4 

8.9  '     2 

5.9  0 

4.4  79 

8.9  15 


9% 

2.48       I31/s 
2.69       47 
1.47       l21/2 
NA       18% 
9.13       231A 


$74    $0.71      13.7       $0.83 


manufactures  &  markets  disposable  prods  for  anesthesia,  respiratory  &  related  critical-care  applications 

31     12     2.9   9     NA   13% 


573  0.63  20.8 

271  1.42  33.1 

174  0.47  26.6 

46  1.69  11.0 

299  0.79  29.4 

40  1.28  10.7 


1      Allstate  Financial  22.2       23.3 

factoring,  financial  &  consulting  svcs 

68      Biomet  22.2       23.5         41  290         54.7       2  3.64       15V-.       1,730      0.49     31.1 

bone  implant  equip  &  other  reconstructive  &  trauma  devices  used  in  orthopedic  medicine 

46  4.2     31  NA       15% 


IMRS  22.2        12.6 

PC-network-based  business  information  software 


107      Micro  Healthsystems  22.1        28.1  91  21 

develops  &  markets  financial  software  for  the  health  care  industry 


3.5       1 
19.7      17 


58  Haemonetics  22.0       21.7         22  185 

automated  sys  for  collection,  processing  &  surgical  salvage  of  blood 

59  Total  System  Services  22.0       24.0  19  125         16.8     28 

bankcard  data  processing  svcs 

■       Software  Spectrum  21.9       19.7         40  174  4.5       0 

retails  business  software  for  microcomputers  &  provides  technical  svcs 


60      Boston  Acoustics 

home  audio  speakers 


21.8       21.4 


25 


33 


5.1 


Liqui-Box  21.7       20.8  13  109  9.9     13 

dispensing  packages  &  filling  equipment  for  beverages,  dairy  prods  &  processed  food 


4.17  16V4 

1.27  37V2 

3.31  27% 

1.74  27V2 

8.10  18% 

1.25  24 


100  0.61  25.2 

71  0.75  21.7 

520  1.39  27.0 

435  1.06  25.7 

87  1.41  19.5 

79  1.17  16.0 

154  1.53  15.7 


Unlike  Perry  Mason,  today's 
lawyers  can  track  their 
case-related  expenses  with 
software  from  Equitrac. 


69      Electronic  Arts 


MP 

21.2       28.1         45 


183         18.3 


2.30       34V4 


718      0.84     40.8 
makes  &  distributes  videogames  for  personal  computers,  Nintendo  Gameboy  &  other  home  entertainment  sys 

17  194         24.2       2  NA       28  372      1.83      15.3 


65      Arnold  Industries  21.1        20.8 

commodities  motor  carrier  in  the  Northeast 


24 


109 


17.6       0 


57      Frontier  Insurance  Group        21.0        19.3 
specialty  insurance  underwriter 

93      Techne  20.7       31.1         39  22  2.0       7 

diagnostic  materials  for  research  &  clinical  labs  based  on  cytokine  proteins 


NA       33% 
2.19       121/Z 


218      2.69      12.4 
113      0.21      59.5 


0.68 
1.40 
0.66 
1.73 
0.82 
1.40 
0.60 
0.803 

NA 
1.59 
1.09 
1.60 
1.35 

NA 


1.10 
1.95  . 
2.99 
0.393 


Stock  prices  as  of  Oct.  9.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  current  liabilities,    includes 

all  share  classes.    31993  estimate. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 
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Now  your  faxes  can  find 
you  even  if  your  office  carit 

Getting  your  faxes  on  the  mailbox.  Then  with  an  AT&T  Card  out  more,  just  call  1  800  446-2452. 

road  used  to  be  a  game  of  hit  or  you  can  call  and  retrieve  them  (There's  no  charge  to  get  one,  you 


miss.  But  now  with 
AT&T  Fax  Mailbox 


AT&T  Fax  Mailbox.  Now  with  an  AT&T  Card. 


only  pay  when  you 
use  it.)  That  way, 


your  faxes  can  be  stored  electroni-         anytime,  from  virtually  any  fax  no  matter  where  the  road  may 


cally  until  it's  convenient 
for  you  to  pick  them  up.        \ 
To  use  it,  just  have  all 
your  faxes  sent  to  your 

©1992  ATAT  Terms  and  conditions  apply 


machine.  To  have  us  set  up  take  you,  your  faxes  won't  get  lost. 


an  AT&T  Fax  Mailbox  in 
your  name,  or  to  find 

Its  all  in  the  cards'! 


AT&T 


iiiTTri,iTir,]ir;,'iTJuirf:Mi*. 


Rank 

this         last 
year        year 

Company/business                Return  on  equity 
5-year      latest 
average       12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
($mil) 

Debt/ 
equity 

Quick 
ratio1 

Recent 
stock 
price 

Market 
value2 
($mil) 

Latest  12  mos 
EPS        P/E 

Est 
1992 
EPS 

$1.01 

0.70 

68 

83 

Buffets                               20.6% 
buffet-style  family  restaurants 

26.4% 

39% 

$224 

$13.4 

10% 

0.37 

23% 

$344 

$0.91 

26.1 

69 
70 
71 

■ 
64 

Rag  Shops                            20.6 
fabric  stores 

23.2 

51 

70 

3.2 

0 

0.29 

11% 

51 

0.69 

16.3 

Sealright                              20.6 
containers  for  moist  foods 

19.6 

11 

265 

17.5 

45 

1.13 

23Vs 

256 

1.58 

14.6 

1.63 
0.91 

■ 

Arkansas  Freightways            20.5       14.2         42 
less-than-truckload  shipper  of  general  commodities 

236 

10.6 

91 

3.16 

17% 

245 

0.77 

23.1 

72 

■ 

Craftmade  Intl                      20.5       21.3 

designs  &  sells  ceiling  fans  &  accessories 

32 

23 

1.1 

4 

0.98 

51/8 

17 

0.31 

16.5 

0.31 

73 

■ 

Rotech  Medical                    19.8 
home  health  care  svcs  &  prods 

27.0 

181 

37 

3.7 

11 

1.87 

10% 

62 

0.60 

17.1 

0.603 

74 

■ 

DH  Technology                      19.7        16.4         18            53           5.5 
high-performance  printers  that  make  tickets,  labels,  receipts  &  reports 

8 

3.84 

ll1/2 

56 

1.08 

10.6 

1.18 

75 

80 

Paychex                               19.7 

payroll  processing  &  tax  preparation 

22.9 
svcs 

15 

169 

15.4 

5 

NA 

31V4 

617 

0.78 

40.1 

0.92 

76 

89 

Gainsco                              19.6 
property  &  casualty  insurance 

25.6 

34 

76 

10.8 

0 

NA 

13V4 

209 

0.67 

19.8 

0.76 

77 

■ 

Legent                                19.6       17.9         21          243         39.9       0 
designs,  manufactures  &  markets  high-performance  linear  integrated  circuits 

NA 

421/2 

996 

1.75 

24.3 

1.64 

A  profitable  airline?  AirTran, 
a  regional  carrier  feeding 
customers  to  Northwest  Airlines, 
has  an  excellent  balance  sheet. 


78 
79 

33 

Rainbow  Technologies            19.4        16.8 
computer  security  hardware  &  software 

47 

22 

4.2 

0 

11.51 

20% 

104 

0.84 

24.1 

0.97 

87 

Medstat  Systems                   19.3       27.2 
software  to  track  &  analyze  medical  claims 

25 

28 

2.6 

35 

NA 

18% 

101 

0.43 

43.0 

0.47 

80 
81 

137 

■ 

Moorco  Intl                           19.3       20.0 
fluid  measurement  &  pressure  control  devices 

Xilinx                                   19.3        19.7 
markets  specialized  semiconductors  &  associat 

87 

210 

17.6 

3 

1.10 

23% 

282 
397 
252 

1.44 

16.1 

1.66 

81           142 
ed  software 

21.5 

21 

3.39 

17% 

0.90 

19.2 

1.14 

82 
83 
84 

■ 

Sturm  Ruger  &  Co                  19.2       26.3 
manufactures  firearms 

13 
29 
37 

148 

22.2 

0 

2.74 

37% 

3.31 

11.3 

3.22 

62 

Respironics                            19.1        20.8 
makes  &  sells  respiratory  prods  for  home  use 

49 
220 

5.4 

18 

3.22 

18 

145 

0.63 

28.6 

0.803 

■ 

Swift  Transportation               18.9        17.2 
truckload  carrier  of  general  commodities 

7.9 

46 

1.14 

19% 

138 

1.08 

17.8 

1.27  ' 

85 

■ 

Bertucci's                             18.8        13.9 
Italian  restaurants  in  Boston  area 

79 

45 

4.3 

72 

3.24 

15% 

132 

0.53 

29.2 

0.59 

86 

■ 

Input/Output                         18.6       22.0         77            48           8.3 

instruments  to  measure  seismic  data  for  locating  potential  oil  &  gas  deposits 

1 

2.25 

12% 

92 

ledbycui 

1.12 

11.3 

1.26 

Stock  prices  as  of  Oct.  9.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divic 

all  share  classes.    31993  estimate. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 
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Van  Kampen  Merritt 


VAN  KAMPEN  MERRITT  MUNICIPAL  INCOME  FUND 


Tax-Free  Income 

From  Towns 
Across  America. 


With  a  varied  portfolio  of  municipal  securities, 
the  Van  Kampen  Merritt  Municipal  Income  Fund 
seeks  to  offer  a  high  current  income,  tax-free*  way 
to  preserve  capital  and  receive  regular,  steady 
current  income  every  month. 

This  fund  gives  you  the  advantages  only  a 
professionally  managed  tax-free  fund  provides. 
With  a  low  minimum  initial  investment  and  easy 


access  it's  convenient  for  small  investors  or  a 
larger  portfolio. 

Find  out  how  you  can  achieve  a  high  tax-free  income. 
Ask  your  investment  representative,  or  call  us 
direct,  for  a  prospectus  containing  more  complete 
information,  including  all  charges  and  expenses. 
Read  it  carefully  before  you  invest  or  send  money. 
Call  1-800-DIAL-VKM  (1-800-342-5856)  ext.  1221. 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

Investing  With  A  Sense  of  Direction® 


*A  portion  of  the  interest  income  may  be  subject  to  state  or  local  taxes.  The  Fund  may  invest  in  securities  which  will  subject  certain 
individuals  and  corporations  to  the  Alternative  Minimum  Tax  (AMT).  ®  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


lli^'Vl'J-J^jrj..    .'^TJi.K.Mir. 


Rank 

this       last 
year      year 

87        92 

Company/business 

Return  on  equity 
5-year      latest 
average       12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
($mil) 

Debt/ 
equity 

Quick 
ratio1 

Recent 
stock 
price 

Market 
value2 
($mil) 

Latest  12  mos 
EPS         P/E 

Est 
1992 
EPS 

$1.48 

Medicine  Shoppe  Intl 

franchise  pharmacies 

18.6% 

21.6% 

22% 

$41 

$11.6 

0% 

NA 

23% 

$190 

$1.42 

16.4 

88 

106 

Cannon  Express                       18.4       22.6 
nationwide  motor  carrier  of  commodities 

30 

33 

2.2 

85 

NA 

14 

29 

0.99 

14.1 

1.303 

89 

■ 

Expediters  Intl  of  Washington     18.2 
international  airfreight  forwarder 

16.1 

15 

289 

10.7 

1    < 

NA 

31% 

183 

1.79 

17.5 

1.96 

90 
91 

■ 

One  Price  Clothing  Stores          18. 1 

off-price  women's  apparel  stores 

20.1 

11 

154 

6.0 

0 

1.20 

15% 

103 

0.89 

17.4 

0.99 

118 

Raymond  James  Financial 

securities  brokerage 

18.1 

31.5 

41 

346 

38.5 

19 

1.08 

15% 

219 

2.67 

5.8 

2.80 

This  artificial  hip  system 
from  Biomet 
may  help  someone 
walk  again. 


92 

■       Old  Dominion  Freight  Line         17.9       21.4         80 
less-than-truckload  shipper  of  general  commodities 

171 

7.9 

28 

1.25 

16%          136 

1.02 

15.9 

1.04 

93 

115 

Maxim  Integrated  Prods             17.8       26.7         60 
manufactures  &  markets  integrated  circuits 

87 

13.7 

39 

1.73 

25% 

347 

0.94 

27.1 

1.153 

94 

■ 

SBE                                         17.8        26.7          20             27 
designs  &  manufactures  microcomputer  processor  &  controller  boards 

2.4 

0 

3.25 

9% 

18 

1.25 

7.7 

NA 

95 

96 

Tootsie  Roll  industries               17.8       18.8          16 
candy 

220 

28.7 

0 

3.79 

79% 

817 

2.81 

28.4 

3.05 

96 

95 

X-Rite                                     17.8       23.1          13 
makes  &  sells  sophisticated  electronic  &  optical  equip 

34 

6.4 

0 

7.86 

2W* 

259 

0.62 

39.9 

0.67 

97 
98 
99 

109 

Insituform  Mid-America             17.7       24.2         47 
proprietary  process  for  repairing  water  &  sewage  pipes 

62 

6.8 

1 
51 

3.28 

187/8 

152 

0.83 

22.7 

0.71 
1.37 
1.35 
NA 
0.71 
1.03 
0.59  ^ 

■ 
99 

Superior  Industries  Intl              17.7       24.4          15 
cast  aluminum  auto  wheels  &  accessories 

306 

25.4 

1.28 

24 

463 

103 
90 

1.30 
1.32 
1.90 

18.5 

14.2 

9.7 

Intertrans                                17.4        17.5         23 
international  air  &  ocean  freight-forwarding  svcs 

162 

7.5 

0 

1.46 
1.85 

18% 
18% 

100 
101 
102 

■ 
73 

Blessings                                17.2        19.5          19 
disposable  plastic  &  other  health  care  devices 

MedChem  Prods                       17.1        15.1          15 
makes  &  sells  Avitene,  used  to  control  bleeding  during  surg< 

114 

9.3 

28 

20 
>ry 

7.2 

51 

3.87 

8% 

90 

0.66 

12.9 

■ 

IHOP                                        17.0        13.4          64 
International  House  of  Pancakes  restaurants 

106 

6.5 

81 

1.01 

14% 

127 
180 

0.78 
0.49 

18.3 
31.1 

103 

90 

Mail  Boxes  Etc                         17.0        15.4         26 
stores  specializing  in  postal  &  packaging  svcs 

38 
105 

5.9 
5.6 

1 

12 

4.13 

15% 

104 

113 

Raven  Industries                      16.9        18.2         20 
plastic  prods  &  electronic  equip 

1.28 

14 

61 

1.18 

11.9 

1.23 
1.74 

105 

139 

A&W  Brands                            16.5        18.7         57 
markets  soft  drinks  &  manufactures  soft  drink  concentrates 

128 

15.1 

9 

0.78 

32% 

tonesdivide 

302 

1.64 

19.8 

Stock  prices  as  of  Oct.  9.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inven 

all  share  classes.    31993  estimate. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 

d  by  current  liabilities. 
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SEND  FOR  FREE  INFORMATION 

ABOUT  PRODUCTS  AND  SERVICES  ADVERTISED  IN  THIS  ISSUE  OF  FORBES. 


ANNUAL  REPORTS 


1.  ALLTEL  Corporation 

2.  Ameritech  1-800-241-8580 

3.  Diebold,  Inc. 

4.  Fansteel 

5.  Parker  Hannifin 


BUSINESS  TO  BUSINESS 


6.  Canon  USA- CJ10 Color 
Bubble-Jet  Copier 

7.  Cessna  Aircraft  Company 

8.  Con  Edison 

9.  Dialog  Information  Services 

10.  Exide  Electronics  Corporation 

1 1 .  Federal  Express  Corporation 

12.  FOXX  Manufacturing 

13.  Hoechst  Celanese 

14.  Intergraph  Corporation 

15.  Management  Recruiters 
International 

16.  MasterCard  International  Business 
Card 

17.  MONARCH  Mailing  Systems, 
a  Pitney  Bowes  Company 

18.  NECC&C 

19.  Ram  Mobile  Data 

20.  Royal  Insurance 

21.  The  Russell  Corporation 

22.  Samsung  Group 

23.  SOURCE,  Inc. 


24.  J.  Spargo  &  Associates 

25.  Sunkyong  Group 

26.  Talking  Technologies  Inc. 

27.  Toyota  Motor  Corporate  Services 
of  North  America 

28.  Victorinox  Swiss  Army  Knives 

29.  W.R.  Grace  &  Co. 


FINANCIAL  SERVICES 


30.  American  Re-Insurance 

31 .  American  Stock  Exchange  - 
(212)306-1620 

32.  Charles  Schwab  &  Company 

33.  Chicago  Board  of  Trade 

34.  CIGNA  Corporation* 

35.  Conseco  1 -800-426-6732 
3J5.  Defined  Asset  Funds 

'-■"  1-800-422-9001  ext.  358 

37.  Franklin  Resources 

38.  Houlihan,  Lokey,  Howard  &  Zukin 

39.  Johnson  &  Higgins 

40.  Liberty  Mutual 

41.  MBIA 

42.  Principal  Financial  Group 

43.  Selected  Financial  Services 

44.  Twentieth  Century  Investors 
1-800-345-2021 

45.  Van  Kampen  Merritt 

46.  Wealth  Creation  Centers 
1-800-932-5841 

47.  Zurich-American  Insurance  Group 


CONSUMER  PRODUCTS/SERVICES 


48.  Astra  Jet 

49.  Bally,  Inc. 

50.  Bostonian  Shoes  -  They'll  take  you  as 
far  as  you  want  to  go. 

51.  Brother  "IntelliFax"  Fax  Machines 

52.  Cadillac  Motor  Car  Division 

53.  CentelCorp. 

54.  Colorado  Tourism  Board 
1-800-COLORADO  Ext.  683 

55.  GMC  Truck  -  Safari 

56.  Hartmann  Luggage  and  Leather 
Goods  1-800-331-0613 

57.  Helmsley  Hotels 

58.  Hitachi  Videoconferencing 

59.  Jaeger-LeCoultre 

60.  Konica  Business  Machines  U.S.A.,  Inc. 

61.  Lassale 

62.  LEXUS  AUTOMOBILES 

63.  Limited  Edition  T-Shirts 

64.  Montblanc 

65.  Norelco  Consumer  Products  Company 

66.  Omega 

67.  Peninsula  Group 

68.  Pfizer 

69.  Quarterdeck  Office  Systems 

70.  Range  Rover  of  N.A.,  Inc. 

71.  Rolex 

72.  SAAB  Cars  U.S.A. 

73.  Tiffany  &  Co.  Corporate  Division 

74.  The  Waldorf=Astoria  Hotel 
1-800-HILTONS 


'NOTE:  Advertisers  only  honor  requests  with  company  name  and  job  title  on  card. 


PLEASE  NOTE:  To  receive  information,  circle  the  numbers  below  that  correspond  to  the  companies  listed  above.  To  ensure 
processing  of  your  request,  you  must  complete  all  information  on  this  card. 


NAME 


TITIF 

P.OMPANV 

ADDRFSS 

□  BUSINESS  ADDRESS 
CITY 

OR 

D  HOME  ADDRESS  (check  one) 

1 

i 

STATF 

7IP 

PHONE (                  ) 

1.  Which  of  the  following  describes 
your  company? 


3.  How  many  employees  in 
your  company  worldwide? 


1  23456789  10  11 

12  13     14     15     16     17     18     19     20  21  22 

23  24     25     26     27     28     29     30     31  32  33 

34  35     36     37     38     39     40     41     42  43  44 

45  46     47*  48     49     50     51      52     53  54  55 

56  57     58     59     60     61     62     63     64  65  66 

67  68     69     70     71      72     73     74 
November  9,  1992  Reader  Service  Card— Offer  expires  February  9, 1993 


A.  Q  Manufacturing  and  Processing  t.  □  Under  100 

B.  □  Transportation,  Communications,  Public  Utilities     u.  □  1 00-999 

c.  □  Construction,  Engineering,  Mining,  Oil/Gas      v.  □  1 ,000  or  more 

D.  □  Finance,  Insurance,  Real  Estate,  Accounting 

E.  □  Wholesale,  Retail  Trade 

F.  □  Service 

G.  □  Government 
h.  u  Other  (please  specify) ! 


4.  How  did  you  obtain  this 
issue  of  FORBES? 

w.Q  Subscription 

x.  □  Newsstand 


2.  What  is  your  title? 

i.  J  Chairman  of  the      n.  □  General  Manager 
o.  □  Division  Manager 
p.  □  Department  Manager 
Q  LI  Other  Manager 
Secretary  R  Q  Student 

mO  Owner,  Partner       s.  □  Other  (please  specify) 


Board 
j.  □  President 
K.QVice  President 
l.  □  Controller.Treasurer, 


y.  □  Other  (office  copy,  from 
friend,  etc.) 

5.  Where  are  you  reading 
this  issue  of  FORBES? 

z.  □  At  home 
aa.  □  At  the  office 
BB.  U  In  transit 
cc.  □  Other  (please  specify) 
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SEND  FOR  FREE  INFORMATION 

Fill  out  the  reverse  side  of  the 

business  reply  card  below 

to  receive  more  information  about 

the  products  and  services  advertised 

in  this  issue  of  FORBES. 


NO  POSTAGE 

NECESSARY 

IF  MAILED 

IN  THE 

UNITED  STATES 


BUSINESS  REPLY  MAIL 

FIRST  CLASS  MAIL       PERMIT  NO  1 31        NEW  YORK  NY 
POSTAGE  WILL  BE  PAID  BY  ADDRESSEE 


Forbes 

Reader  Service  Center 
650  South  Clark 
Chicago  IL  60605-9912 
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The  Timken  Company, 
global  supplier  of 
tapered  roller 
bearings,  knows  what 
it  takes  to  reach  its 
markets  in  Latin 
America. 


'"•«<■■,, •"<■;, "•"nil  "•><■ 


%£%% 


Each  fortnight  over  185,000  primary 
subscribers  throughout  Latin  America 
read  VISION  (42,000  in  Mexico  alone). 
And  VISION  advertisers  reach  an 
audience  of  800,000  individuals  of 
measured  business  and  consumer 
influence  (1989  INRA  Audience 
Profile:  the  ninth  readership  study 
in  VISION'S  forty  year  history). 

For  additional  information  on 
advertising  to  the  top  levels  of 
business  decision  in  Latin 
America  please  contact: 

VISION  INC. 

310  Madison  Avenue 

Suite  1412 

New  York,  NY  10017 

Tel.  (212)  953-1308 

Fax  (212)  953-1619 


i.iT4'i'i']-Mr^if:n»guiin:uii^ 


Rank 

this       last 
year      year 

Company/business                Return  on  equity 
5-year      latest 
average       12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
($mil) 

Debt/ 
equity 

Quick 
ratio1 

Recent 
stock 
price 

Market 
value2 
($mil) 

Latest  12  mos 
EPS        P/E 

Est 
1992 
EPS 

106 

■ 

Intercargo                              16.4%     18.9%      18% 
insurance  for  international  trade;  property  &  casualty  insur 

$45 

$4.6 

1% 

NA 

12V2 

$77 

$0.92 

13.6 
14.0 

$0.93 
0.56 

107 
108 
109 
110 

■ 

■ 

■ 

112 

Medical  Technology  Systems      16.3        16.3 
medication-dispensing  sys 

28 

9 

1.7 

16 

0.57 

7 

26 

0.50 

Minntech                               16.3       21.7 
medical  equipment  used  in  dialysis  treatment 

78 

37 

4.2 

■  10 

2.30 

1.40 

14V8 
15V4 

83 
156 

0.62 
1.18 
1.38 

22.8 

0.74 

Myers  Industries                       16.3        16.4 
manufactures  plastic  &  metal  prods;  distributes 

20          210         11.9     20 
equip  for  the  tire-service  business 

12.9 

1.21 

Linear  Technology                    16.2       27.9         40 
designs,  manufactures  &  markets  high-performance  linear 

119         25.0 
ntegrated  circuits 

7 

3.92 

44% 

780 

32.3 

1.743 

111 

114 

Dionex                                  16.1       17.6         11 
chromatography  sys  (used  to  identify  unknown  substances) 

100 

15.0 

0 

3.13 

33 

266 

1.83 

18.0 

2.003 

112 

Hi-Lo  Automotive                     15.8       11.6          15           170           7.9 
sells  automotive  parts  to  consumers  &  to  auto  stores  in  Texas  &  Louisiana 

45 

0.44 

15% 

153 

0.81 

19.6 

0.91 

113 

North  Atlantic  Inds                   15.8       23.2         59            62 
designs,  manufactures  &  markets  mini-  &  microcomputer  peripherals 

4.4 

27 

1.49 

87/8 

34 

1.14 

7.8 

NA 

114 

Ryan's  Family  Steak  Houses      15.7       14.6 
cafeteria-style  family  restaurants 

11 

326 

25.9 

9 

0.08 

9V8 

484 

0.49 

18.6 

0.55 

U5 
U6 
117 

Penn  Treaty  American               15.6       16.3 
long-term-care  insurance 

14 

60 

6.9 

34 

NA 

13 

41 

2.21 

5.9 

2.32 

Barra                                      15.4        19.1 
software  &  consulting  svcs  for  money  managers 

52 

33 

3.3 

0 

NA 

61/2 

52 

0.43 

15.1 

0.50 

184 

Cordis                                     15.4       30.2         73           223         24.0 
angioplastic  equipment  &  diagnostic  devices  for  cardiology  &  neurology 

20 

1.79 

24V4 

340 
26 

1.67 

14.5 

1.983 

NA 

1.04 

118 

110 

Allou  Health  &  Beauty  Care        15.1        16.2 
distributes  health  &  beauty  prods 

10 

137 

2.2 

2 

0.45 

6V2 

0.53 

12.3 

119 

131 

Ben  &  Jerry's  Homemade          15.1       21.3 
superpremium  ice  cream 

27 

117 

5.6 

11 

1.16 

29 

205 

0.96 

30.2 

120 

■ 

Jones  Medical  Inds                   15.1        13.8 
pharmaceuticals  &  nutritional  supplements 

33 

23 

3.7 

10 

4.60 

6V4 

54 

0.40 

15.6 

0.45 

If  you  love  the  1960s 
and  fast  food, 
visit  a  Rally's 
restaurant. 


121      ■ 

Cavco  Industries                      15.0       20.4         23 
prefabricated  homes  &  recreational  vehicles 

44 

1.6 

100 

1.11 

IVl 

17 

0.70 

10.7 

NA 

122      124 

Alfa  Corp                                 14.8       18.3          12 
property  &  casualty  insurance 

242 

35.0 

6 

NA 
1.85 

21% 

444 

1.71 

12.7 

1.54 

123  ■ 

124  ■ 

Invacare                                  14.8       18.1          36 
manufactures  home  medical  &  extended-care  equipment 

276 

15.7 

37 

20% 

279 

1.13 

18.0 

1.26 

Lattice  Semiconductor              14.8        15.7         47 
designs,  develops  &  markets  high-speed  CMOS  programme 

75 
ble  logic  d 

pplicable. 
fus  One  So 

11.9 
evices 

27 

4.69       20%         234      0.99     20.8 
ess  inventories  divided  by  current  liabilities. 

1.19 
includes 

Stock  prices  as  of  Oct.  9.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  a 

all  share  classes.    31993  estimate. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lo 

'Curre 
urce. 

nt  assets 
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"Uh-Oh . . ."  Donna,  Accounting 


"What  The  . . ."  Dan,  Drafting 


"Hey!"   Todd,  Shipping 


"Whoa!"  Jan,  Production 


THE   ENTIRE 

OFFICE   WENT   INTO 

SHOCK 

WHEN    FOUR 

MAJOR 

PROJECTS 

WERE 

SUDDENLY   PUT 

ON 

HOLD. 

Management  still  refers  to  it  as 
"Black  Friday."  The  morning  that  every 
computer  screen  in  the  entire  office 
suddenly  went  blank.  And  as  hundreds 
of  hours  of  manpower  were  lost  in  the 
blink  of  an  eye,  they  kicked  themselves 
f<  >r  not  having  the  foresight  to  buy  a 
Powerware*  System  from  Exide  Electronics. 


While  today's  computer  networks  are 
Tnore  reliable  than  ever,  the  source  of 
their  energy  isn't.  Utility  power  is  riddled 
with  surges,  sags,  and  other  irregularities 
that  can  cripple  a  network  in  no  time  flat. 

A  Powerware  System  is  designed  to 
ward  off  these  potential  catastrophes 
by  conditioning  the  power  before  it  is 
ever  fed  into  the  CPU.  And  should  a 
power  outage  ever  threaten  your  bottom 
line,  the  Powerware  System  is  on  the  job 
with  the  most  reliable  backup  power  in 
the  industry  today,  for  systems  ranging 
from  a  single  PC  to  the  largest  mainframes 
and  networks. 

Best  of  all,  as  nine  out  of  ten 


computer  manufacturers  will  tell  you, 
every  Powerware  System  comes  with  the 
invaluable  service  of  the  world's  most 
knowledgeable  power  consultants.  An 
entire  team  devoted  solely  to  the  purpose 
of  keeping  your  network  up  and  running 
even  in  the  most  adverse  conditions. 

Call  or  fax  us  toll  free  to  find 
out  more  about  Powerware  Systems  from 
Exide  Electronics.  Because  "Black  Friday" 
is  no  company  picnic. 


Call  1  800-554-3448  Ext  504  or 
Fax:l  800  75  EXIDE 


EXIDE  ELECTRONICS 

Helping  You  Stay  In  Power'" 


lilt  LUU  DtOI  OITIHLL  bumrtimco 


Rank 

this       last 
year      year 

Company/business                Return  on  equity 
5-year      latest 
average       12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
($mil) 

Debt/ 
equity 

Quick 
ratio1 

Recent 
stock 
price 

Market 
value2 

($mil) 

Latest  12  mos 
EPS        P/E 

Est 
1992 
EPS 

106 

■ 

Intercargo                               16.4%     18.9%       18% 
insurance  for  international  trade;  property  &  casualty  insur 

$45 

$4.6 

1% 

NA 

12% 

$77 

$0.92 

13.6 

$0.93 

107 

108 
109 
110 

■ 

Medical  Technology  Systems      16.3        16.3 
medication-dispensing  sys 

28 

9 

1.7 

16 

0.57 
2.30 

7 

26 

0.50 

14.0 

0.56 
0.74 
1.21 

1.743 

■ 
■ 

Minntech                                16.3       21.7 
medical  equipment  used  in  dialysis  treatment 

78 

37 

4.2 

•  10 

20 
ness 

14% 

83 
156 

0.62 

22.8 

Myers  Industries                       16.3        16.4 
manufactures  plastic  &  metal  prods;  distributes 

20           210          11.9 
equip  for  the  tire-service  busi 

1.40 

15% 

1.18 

12.9 
32.3 

112 

Linear  Technology                    16.2       27.9         40 
designs,  manufactures  &  markets  high-performance  linear 

119         25.0 
integrated  circuits 

7 

3.92 

44% 

780 

1.38 

111 

114 

Dionex                                    16.1        17.6         11 
chromatography  sys  (used  to  identify  unknown  substances) 

100 

15.0 

0 

3.13 

33 

266 

1.83 

18.0 

2.003 

112 

Hi-Lo  Automotive                     15.8        11.6          15           170           7.9 
sells  automotive  parts  to  consumers  &  to  auto  stores  in  Texas  &  Louisiana 

45 

0.44 

157s 

153 

0.81 

19.6 

0.91 

113 

North  Atlantic  Inds                   15.8       23.2         59            62 
designs,  manufactures  &  markets  mini-  &  microcomputer  peripherals 

4.4 

27 

1.49 

87s 

34 

1.14 

7.8 

NA 

114 

Ryan's  Family  Steak  Houses       15.7        14.6 
cafeteria-style  family  restaurants 

11 

326 

25.9 

9 

0.08 

9% 

484 

0.49 

18.6 

0.55 

115 
116 

Penn  Treaty  American              15.6       16.3 
long-term-care  insurance 

14 

60 

6.9 

34 

NA 

13 

41 

2.21 

5.9 

2.32 

Barra                                      15.4        19.1 
software  &  consulting  svcs  for  money  managers 

52 

33 

3.3 

0 

NA 

61/2 

52 

0.43 

15.1 
14.5 

0.50 
1.983 

117 

184 

Cordis                                     15.4       30.2         73           223         24.0 
angioplastic  equipment  &  diagnostic  devices  for  cardiology  &  neurology 

20 

1.79 

24% 

340 

1.67 

118 

110 

Allou  Health  &  Beauty  Care        15.1        16.2 
distributes  health  &  beauty  prods 

10 

137 

2.2 

2 

0.45 

6% 

26 

0.53 

12.3 

NA 

119 

131 

Ben  &  Jerry's  Homemade           15.1       21.3 
superpremium  ice  cream 

27 

117 

5.6 

11 

1.16 

29 

205 

0.96 

30.2 

1.04 

120 

■ 

Jones  Medical  Inds                  15.1       13.8 
pharmaceuticals  &  nutritional  supplements 

33 

23 

3.7 

10 

4.60 

6% 

54 

0.40 

15.6 

0.45 

If  you  love  the  1960s 
and  fast  food, 
visit  a  Rally's 
restaurant. 


121 

m 

Cavco  Industries                       15.0       20.4 
prefabricated  homes  &  recreational  vehicles 

23 

44 

1.6 

100 

1.11 

Vh 

17 

0.70 

10.7 

NA 

122 

123 

124 

■ 

Alfa  Corp                                 14.8       18.3 
property  &  casualty  insurance 

12 

242 

35.0 

6 

NA 

21% 

444 

1.71 

12.7 

1.54 

Invacare                                  14.8        18.1 
manufactures  home  medical  &  extended-care 

36 
equipment 

276 

15.7 

11.9 
evices 

37 
27 

1.85 

20% 

279 
234 

1.13 

18.0 

1.26 

124         ■ 

Stock  prices  a 
all  share  class 
Sources:  Willi 
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designs,  develops  &  markets  high-speed  CMOS  programmable  logic  d 

4.69 
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0.99 

20.8 

1.19 

s  of  Oct.  9.    "Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  current  liabilities. 

es.    31993  estimate. 

am  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 

'Includes 

730 


Forbes  ■  November  9,  1992 


"Uh-Oh . . ."  Donna,  Accounting 


"What  The . . ."  Dan,  Drafting 


"Hey!"    Todd,  Shipping 


"Whoa!"  Jan,  Production 


THE   ENTIRE 

OFFICE   WENT   INTO   SHOCK 

WHEN    FOOR   MRJOR 

PROJECTS   WERE 

SODDENLV   POT  ON   HOLD. 

Management  still  refers  to  it  as 
"Black  Friday."  The  morning  that  every 
computer  screen  in  the  entire  office 
suddenly  went  blank.  And  as  hundreds 
of  hours  of  manpower  were  lost  in  the 
blink  of  an  eye,  they  kicked  themselves 
for  not  having  the  foresight  to  buy  a 
Power-ware®  System  from  Exide  Electronics. 


While  today's  computer  networks  are 
Tnore  reliable  than  ever,  the  source  of 
their  energy  isn't.  Utility  power  is  riddled 
with  surges,  sags,  and  other  inegularities 
that  can  cripple  a  network  in  no  time  flat. 

A  Powerware  System  is  designed  to 
ward  off  these  potential  catastrophes 
by  conditioning  the  power  before  it  is 
ever  fed  into  the  CPU.  And  should  a 
power  outage  ever  threaten  your  bottom 
line,  the  Powerware  System  is  on  the  job 
with  the  most  reliable  backup  power  in 
the  industry  today,  for  systems  ranging 
from  a  single  PC  to  the  largest  mainframes 
and  networks. 

Best  of  all,  as  nine  out  of  ten 


computer  manufacturers  will  tell  you, 
every  Powerware  System  comes  with  the 
invaluable  service  of  the  world's  most 
knowledgeable  power  consultants.  An 
entire  team  devoted  solely  to  the  purpose 
of  keeping  your  network  up  and  mnning 
even  in  the  most  adverse  conditions. 

Call  or  fax  us  toll  free  to  find 
out  more  about  Powerware  Systems  from 
Exide  Electronics.  Because  "Black  Friday" 
is  no  company  picnic. 


Call  1-800-554  3448  Ext  504  or 
Fax:l-800-75-EXIDE 


-EXIDE  -ELECTRONICS 

Helping  You  Stay  In  Power!" 


Rank Company/business 

this         last 
year        year 


126 


127 


Return  on  equity  5-year  Latest  12  mos  Debt/      Quick     Recent  Market  Latest  12  mos         Est 

5-year      latest  EPS  sales      profits  equity      ratio1       stock  value2  EPS         P/E        1992 

average       12  growth  ($mil) price  ($mil)                                 EPS 

mos  rate 


125         122      Nichols  Research  14.8%     15.4%      20%      $107         $5.7       0%  NA       14 

technical  svcs  in  electro-optics  &  software  for  U.S.  military  &  defense  contractors 


$81    $0.95     14.7       $0.97 


Oceaneering  Intl  14.8       20.3 

offshore  oil  &  gas  field  svcs 


70 


Medex  14.6       21.8         19 

disposable  hospital  prods  for  life-support  sys 


170 


87 


17.3       0 


NA       17% 


6.9    .27       *  1.07       20 


128         129      Werner  Enterprises  14.6        15.4         13  346 

truckload  carrier  of  general  commodities  in  the  U.S.  &  Canada 


Spaghetti  Warehouse  figured  out 
that  some  folks  are  tired 
of  just  eating  hamburgers. 
On  our  list  since  1990. 


22.0       8 


NA       17 


400 

0.76 

23.4 

1.00 

119 

1.15 
0.97 

17.4 

1.373 

388 

17.5 

1.13 

129 

135 

Spaghetti  Warehouse              14.5       12.2         30             56 
full-service  family-style  restaurants 

5.7 

26 

3.96 

21'/4 

132 

0.88 

24.1 

1.123 

130 

■ 

Octel  Communications           14.4       15.0         53           189 
interactive  phone  voice  response  sys 

21.4 

0 

4.88 

177/e 

313 

1.14 
1.36 

15.7 

1.433 

131 

141 

Rexon                                  14.3        17.3          10          202 
makes  tape  drives  for  backing  up  computer  data 

12.4 

12 

1.25 

10% 

92 

7.6 

1.40 

132 

Del  Electronics                      14.1        13.9         26             18 
precision  power  conversion  sys  for  medical  &  military  applications 

1.5 

37 

1.94 

6Ve 

17 

110 

0.49 
1.79 

12.5 

0.49 

133 

Logicon                                14.1        17.3          16          301 
defense  engineering  &  analysis  svcs 

14.0 

0 

NA 

I51/e 

8.5 

1.91 

134 

MS  Carriers                           14.1        14.5          11           168           8.9     44 
truckload  carrier  of  general  commodities  in  the  eastern  U.S.,  Quebec  &  Ontario 

NA 

14V4 

152 

0.83 

17.2 
17.6 

0.90 
1.57 

135 
136 

SunGard  Data  Systems           14.1        14.6          15          297 
software  for  trading,  risk  management  &  accounting;  disaster  recove 

23.7 
:ry  svcs 

11.1 

53 
forma 

NA 
nframe  sys 

27 
241/4 

409 
240 

1.53 

Production  Operators              14.0       21.9         34             74 
oil  &  gas  field  svcs 

93 

1.16 

1.29 

18.8 
22.5 

1.34 

137 
138 
139 

16 

Nellcor                                 13.8        13.8          15           196         21.3 
manufactures  electronic  sensing  &  patient  monitoring  equip  for  hospitals 

1 

3.56 

291/2 

473 

1.31 

1.533 

156 

■ 

Frozen  Food  Express  Inds        13.7        17.4          14           183 
motor  carrier  specializing  in  shipment  of  refrigerated  items 

6.1 

14 

1.84 

15 

98 

0.88 

17.0 

0.95 

Merrill  Corp                          13.7       26.3         25           136 
financial  printing  &  support  svcs 

7.7 

12 

1.49 

10 

71 

1.00 

10.0 

1.03 

140 
141 

■ 

Stuart  Entertainment              13.7        17.3         64            47 
manufactures  bingo  supplies 

2.1 

36 

0.82 

9V2 

32 

0.61 

15.6 
32.4 
12.1 

NA 
0.94    ' 

NA 
1.98 

■ 

Chipcom                              13.6        16.8        121             63           6.6     13          4.45 
designs,  manufactures  &  distributes  intelligent  hubs  &  other  computer  networking  prods 

26% 

212 

0.81 

142 
143 

167 

■ 

Span-America  Medical  Sys      13.6       19.5         31            29 
polyurethane  foam  prods  used  in  health  care 

2.1 

10 

1.88 

7% 

25 

0.61 

BancTec                             13.5       13.2         13           197 
transaction  processing  hardware  &  software  for  commercial  banks 

12.2 

21 

1.03 

24% 

166 

1.81 

13.7 

Stock  prices  as  of  Oct.  9.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  current  liabilities. 

all  share  classes.    31993  estimate. 

Sources.-  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 
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'S  AMAZING  WHAT  AMERICANS 
WILL  60  THROUGH  TO  OWN  A  HOME 

takes  to  buy  a  home.(3^ditionally, 
by  a  three  to  one  margin,  Americans 
believe  lack  of  affordable  housing 
is  one  of  the  two  or  three  most 
serious  problems  facing  the  U.S. 
QflsX  Fannie  Mae,  we're  working 


-ush  hour.  Red  lights.  Road 
azards.  Qwost  Americans 
-e  willing  to  make  sacrifices  in 
rder  to  own  a  home.  Given  a 
hoice,  they'll  commute  an  hour 
r  more  to  a  home  they  can 
fford  to  own  rather  than  rent 
lose  to  work.  That's  what  we 
jund  out  at  Fannie  Mae,  after 
onducting  a  landmark  National 
lousing  Survey.M  the  1,500 
eo p I e  we  polled,  the  over- 
timing majority  were  willing 
o  make  major  tradeoffs  to 
chieve  homeownership.  By  a 
hree  to  one  margin,  they'd  rather 
iwn  a  home  than  retire  10  years 
arly,  and  by. a  greater  than  two 
o  one  margin,  they're  willing  to 
/ork  a  second  job  if  that's  what  it 


to  help  solve  the  problem.  We 


purchase 


loans  from  a  nationwide  network 
of  about  3,000  lenders,  replen- 
ishing their  mortgage  funds  so 
they  can  lend  to  more  home 
buyers  in  their  communities. 
Grw  a  free  copy  of  our  survey 
results,  or  to  find  out  more  about 
our  innovative  ways  of  making 
housing  more  affordable,  call 
1-800-688-HOME  toll-free. 

SHOWING  AMERICA 
A  NEW  WAY  HOME. 


Return  on  equity  5-year  Latest  12  mos       Debt/      Quick 

5-year      latest  EPS  sales      profits     equity      ratio1 

average       12  growth  ($mil) 

mos  rate 

General  Binding  13.5%     10.9%        9%      $344       $13.0     30%       1.13 

makes  &  sells  equip  &  supplies  for  binding  printed  materials 


American  Reliance  Group        13.4       15.6 
property  &  casualty  insurance 


148      HealthCare  Compare  13.3       30.6         48  89         18.8   .    0 

reviews  claims  &  provides  cost  management  for  health  care  insurance  cos 


Rank Company/business 

this         last 
year        year 

144 

145 

146 

147 

148 

149 

150 

151 

152 

153 


12 


88 


8.8  11 


16.0 


18 
22 
24 


154      MBIA  13.3 

municipal  bond  insurance 

163      OEA  13.3        16.7 

automotive  airbag  propel lants  &  equipment 

151      Forest  Laboratories  13.2       14.1 

generic  drugs 

■  Thomas  Nelson  13.2        12.4         57 
publishes  &  markets  bibles  &  other  religious  books 

■  Proteon  13.0        16.9        150 
designs  &  sells  computer  network  sys 

■  Vencor  13.0       10.7         68 
hospitals  specializing  in  catastrophic  illness 

■  Central  Reserve  Life  12.9       18.7         22 
sells  life,  accident  &  health  insurance 


299 
90 
259 
96 
109 
175 
152 


170.6  0 

13.5  0 

52.8  9 

6.1  20 

7.9  31 

13.5  1 

4.5  0 


NA 

NA 

NA 

3.84 

3.81 

1.71 

3.16 

4.77 

NA 


Recent 
stock 
price 

Market 
value2 
($mil) 

Latest 
EPS 

12  mos 
P/E 

19.9 

Est 
1992 
EPS 

I6V2 

$261 

$0.83 

$1.09 

I4y4 

33 

3.47 

4.3 
45.1 

2.66 

29Y4 

994 

0.66 

0.82 

54Y4 

2,193 

4.32 

12.7 

4.34 

17% 

364 

0.67 

26.7 

0.68 

33Y4 

1,361 

1.19 

28.4 

1.41 

16% 

175 

0.61 

27.5 

0.74 

9% 

133 

0.53 

18.2 

0.71 

28 

498 

0.77 

36.4 

0.90 

9 

36 

1.10 

8.2 

0.87 

Here's  something  unusual— a  highly 
profitable  oilfield  service  company. 
Production  Operators  has  a  comfortable 
niche  servicing  established  wells. 

148     3.9  62     NA   14%     40  1.43  10.1  NA 

94     6.5  18    1.14   31Y4    316  0.68  46.7  1.11 

305    38.7  64     NA   34%    631  2.28  15.2  1.77 

43  2.1   2    0.47    6Vfe     43  0.30  21.5  0.35 
326    21.2  31     NA   23     514  0.93  24.7  1.01 

44  4.0  10    2.11    9V4     71  0.53  17.9  NA 
36     5.1  74     NA   11     117  0.47  23.4  NA 

3.8       4          3.88       14%            73  0.74  20.1  0.84 

4.4       6          1.67        17             101  0.70  24.3  0.74 


154  161      Computer  Data  Systems         12.9       15.6         15 

consulting  &  support  svcs  for  data  processing  centers 

155  ■       Gendex  12.8       11.5         24 

manufactures  dental  &  X-ray  equipment 

156  177      NACRe  12.8       16.0         36 

property  &  casualty  reinsurance 

157  ■       HalseyDrug  12.7       18.6         18 

manufactures  &  sells  generic  drugs 

158  146      Flserv  12.6       12.7         20 

data  processing  sys  &  svcs  for  banks  &  credit  unions 

159  195      Micros  Systems  12.6       20.9         89 

electronic  information  sys  for  hotels  &  restaurants 

160  ■       USA  Waste  Services  12.6       16.4         38 

solid  waste  collection,  transfer,  disposal  &  recycling  svcs 

161  160      Astro-Med  12.5       13.5         20  32 

high-speed  printers  for  medical,  aerospace  &  telecomm  inds 

162  ■       Dahlberg  12.5       16.2         42  96 

manufactures  &  markets  Miracle  brand  hearing  aids 

Stock  prices  as  of  Oct.  9.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  current  liabilities,    includes 

all  share  classes. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 
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Impact  on  productivity  shown  actual  size. 


1%.  That's  the  total  increase  in 
corporate  productivity  since  1980. 
By  contrast,  investment  in  infor- 
mation technology  over  the  same 
period  billowed  to  almost  50%  of 
capital  spending. 

Now  for  the  good  news.  With 
the  help  of  Andersen  Consulting, 

©  1992  Anderson  Consulting.  All  rights  reserved. 


many  organizations  have  turned 
these  numbers  around. 

They're  the  ones  who  see  tech- 
nology as  but  one  component  of 
an  integrated  enterprise.  They're 
the  ones  whose  strategy  people 
and  processes  have  been  syn- 
chronized with  their  technology. 


They're  the  ones  who  believe 
investment  in  technology  is  good. 
But  return  on  investment  is  better. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


■  ■■b  ^ww  vhwi    wiiinhi.  wwiiii  niiihv 

ril 

Rank 

this       last 
year      year 

Company/business                Return  on  equity 
5-year      latest 
average       12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
($mil) 

Debt/ 
equity 

Quick 
ratio1 

Recent 
stock 
price 

Market 
value2 
($mil) 

Latest  12  mos 
EPS         P/E 

Est 
1992 
EPS 

$1.17 

0.69 

NA 

1.133 

163 

153 

Sun  Television  &  Appl               12. 5% 

consumer  electronics  stores 

13.4% 

28% 

$316 

$7.1 

32% 

0.41 

22% 

$161 

$1.07 

20.8 
18.9 

164 

■ 

Dallas  Semiconductor               12.4 

integrated  circuits 

14.4 

39 

110 

16.3 

4 

5.11 

ll7/8 

290 

0.63 

165 
166 

■ 
■ 

Prima  Energy                           12.4 
oil  &  gas  exploration  &  oilfield  svcs 

28.7 

52 
62 

12 
244 

3.3 
12.0 

,     1     * 

2.83 

20% 

41 

1.65 

12.3 

Sunrise  Medical                       12.3 
wheelchairs  &  ambulatory  care  prods 

17.9 

25 

1.11 

22% 

278 

0.94 

23.5 

167 

175 

Empi                                      12.2        14.5         67             26           2.9 
noninvasive  electro-therapeutic  devices  used  on  an  outpatient  basis  to  reduce 

0          8.04       301/2 
pain  &  stimulate  muscles 

120 

0.75 

40.7 

0.88 

168 

188 

Grist  Mill                                 12.2 
produces  &  markets  food  &  snacks 

18.4 

20 

67 

4.2 

47 

1.54 

12% 

57 

0.87 

14.8 

0.94 

169 

■ 

Adaptec                                 12.1 

computer  network  sys 

20.0 

33 

190 

23.3 

0 

5.94 

25% 

615 

1.03 

24.8 

1.82 

170 

173 

Psicor                                     12.0       16.6          19 
perfusionist  svcs  &  equipment  for  open-heart  surgery 

72 

3.9 

19 

1.77 

10% 

46 

0.88 

12.2 

0.90 

171 

174 

Vertex  Communications            12.0       14.9         20 
earth-station  equipment  for  satellite  communications 

45 

2.7 

3 

1.73 

10 

33 

0.78 

12.8 

0.84 

172 

■ 

Medrad                                   11.8 
equipment  &  disposable  prods  used  in 

18.9 

medical 

56 
maging 

63 

4.6 

7 

1.81 

l91/4 

108 

0.82 

23.5 

NA 

173 

■ 

Sterling  Software                      11.7        16.2 
productivity  software  for  mainframe  computers 

31 

251 

15.0 

63 

NA 

18% 

183 

1.35 

13.5 

1.17 

174 

■ 

Tuesday  Morning                     11.7       10.7 
deep-discount  retail  stores  selling  closeout  men 

12 
:handise 

10 
west  &  So 

136 

6.0 

21 

2.18 

12% 
36% 

109 

0.82 

15.2 

0.82 

175 
176 
177 

■ 
190 

■ 

Century  Telephone  Enter           11.6        14.6 
operates  cellular  phone  &  paging  service  in  Mid 

311 

uthwest 

46.6 

80 

0.76 

1,169 

1.47 

24.8 

1.49 

VeriFone                                11.6       14.6         81 
credit  card  authorization  &  other  transaction  automation 

209 

equip 

21.0 

2 

3.74 

20 

452 

0.91 

22.0 

1.05 

Methode  Electronics                 11.5 

15.4 

27 

154 

10.4 

0 

1.57 

16 

182 

0.93 

17.2 

1.13 

electronic  connectors  &  other  components 


An  expanding  telecommunications 
industry  should  be  good  news 
to  Vertex,  which  makes  ground-based 
satellite  communications  equipment. 


178  ■       Dimark  11.4       14.6         24  44  1.5     23  1.19         7%  17      0.58     12.9  NA 

direct  response  marketing  &  printing  svcs 

179  ■       Engraph  11.4       12.0         11  216  9.0     56  1.04       10%  178      0.53      19.8         0.55' 

packaging,  labels  &  package  inserts 

180  ■       Comptronix  11.2       16.2         73  117  6.4     74  1.19       19%         209      0.59     32.8         0.71 

provides  contract  manufacturing  svcs  to  electronic  manufacturers 

181  ■       MGIC  Investment  11.2       17.7         89  288         87.0       8  NA       37%       1,095      2.99      12.6         3.14 

mortgage  insurance 

Stock  prices  as  of  Oct.  9.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  current  liabilities.    'Includes 

all  share  classes.    31993  estimate. 

Sources-.  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 
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IMortunafely  These  AreThe  Only 

Reh^QpilLtatiQn  Programs 
Most  Injured  Wbrkers  R/er  See. 


Daytime  TV  may  be  some  people's  idea  of  per- 
fect entertainment.  But  it  won't  get  an  injured  worker 
back  on  the  job  faster.  That's  why  ITT  Hartford 
created  a  different  kind  of  program— Return-to- 
Work,  one  of  the  most  comprehensive  rehabilitation 
programs  ever  created  for  injured  workers. 

Hartford  Return-to-Work  is  dedicated  to  getting 
injured  workers  back  to  productive  jobs  fast.  By 
managing  the  rehabilitation  of  injured  workers  and 
facilitating  tlie  best  possible  medical  care.  By  coun- 
seling employers  in  a  more  sympathetic  approach  to 
rehabilitation  and  by  paving  the  way  for  alternative 
return-to-work  jobs.  Even  by  reducing  accidents 
altogether  with  extensive  loss  prevention  services. 

1 1992  ITT  Hartford  Insurance  Group,  Hartford,  CT  06115 


Hartford  Return-to-Work  is  more  than  good  cor- 
porate policy,  it's  also  good  economic  policy.  It  can 
reduce  your  company's  workers  compensation 
indemnity  costs  by  as  much  as  forty  percent.  It's  just 
one  more  example  of  ITT  Hartford's  extraordinary 
commitment  to  helping  its  customers  control  costs. 

For  your  free  Hartford  Return-to-Work 
brochure,  write:  Dale  W.  Powers,  CPCU, 
Director  of  Segment  Marketing,  ITT 
Hartford,  Hartford  Plaza  Hartford,  CT  06115. 
Hartford  Return-to-Work.  Fortunately, 
when  it  comes  to  worker  reha- 
bilitation, Beaver  isn't  the 
only  one  you  can  leave  it  to.      ITT  HARTFORD 


uniii  iiimiii  |---fc>-jiii».  hi-. 


Rank 

this       last 
year       year 

Company/business                Return  on  equity 
5-year      latest 
average       12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
($mil) 

Debt/ 
equity 

Quick 
ratio1 

Recent 
stock 
price 

Market 
value2 
($mil) 

Latest  12  mos 
EPS         P/E 

Est 
1992 
EPS 

182 

170 

■ 

Kent  Electronics                       11.1%      9.0% 
distributes  electronic  equip 

19% 

$110 

$6.5 

3% 

3.06 

20V2 

$128 

$1.07 

19.2 

$1.23 

183 

Enhance  Financial  Svcs  Group    11.0       12.4 
insures  municipal  bonds  &  asset-backed  debt 

24 

78 

35.7 

3 

NA 

16% 

306 

2.01 

8.3 

1.94 
1.02 

184 

■ 
192 
159 

Paxar                                      11.0       25.2 
apparel  labeling  &  tagging  sys 

12 

113 

6.3 

.41 

*■  0.98 

25V2 

219 

0.84 

30.4 

185 

PDA  Engineering                      11.0        16.8 
computer-aided  engineering  software 

55 

38 

3.5 

3 

NA 

12'/2 

54 

0.72 

17.4 

0.903 
1.13 

186 

Thermo  Instrument  Systems       11.0       11.4 
makes  &  markets  analytical  equip  for  measuring 

17 
air  quality 

344 

28.7 

49 

2.24 

271/2 

792 

1.02 

27.0 

Sensitized  tags  from  Sensor matic 
Electronics  set  off  an  alarm 
if  a  baby  is  removed  from  a  hospital 
nursery  without  authorization. 


187 

■ 

InterVoice                               10.9        13.9 
interactive  phone  voice  response  sys 

26 

40 

6.2 

0 

6.80 

28 

112 

1.39 

20.1 

1.61 

188 

■ 

Legg  Mason                             10.8        16.6 
securities  brokerage 

21 

306 

24.6 

24 

0.99 

21V4 

188 

2.69 

7.9 

2.90 

189 
190 

197 

Sensormatic  Electronics            10.8        12.3 
makes  electronic  anti-theft  devices  for  stores 

17 

310 

31.5 

59 

3.96 

24% 

892 

1.10 

22.4 

1.38 

179 

Research  Inds                          10.7       24.8         59             18           4.1      12 
prods  for  cardiovascular  surgery,  treatment  of  bladder  disease;  sterile  solutions 

6.79 

13V2 

123 

0.44 

30.7 

0.603 

191 

■ 

Salick  Health  Care                    10.7        15.4          12 
cancer  diagnostic;  treatment  centers;  dialysis  centers 

88 

6.1 

83 

2.60 

10 

83 

0.90 

11.1 

0.88 

192 

183 

Michael  Baker                          10.0        10.7          15           291 
transportation  &  environmental  management  engineering  svcs 

3.9 

13 

1.28 

11% 

94 

0.66 

17.6 

0.70 

193 

Cooker  Restaurant                      9.9        11.6 
full-service  restaurants  in  the  Midwest 

55 

45 

3.3 

2 

3.08 

17 

126 

0.45 

37.8 

0.52 

194 

Cosmetic  Center                        9.8        13.0 
specialty  retailer  of  cosmetics  &  beauty  aids 

16 

100 

2.2 

4 

0.07 

11% 

49 

0.67 

17.2 

0.60 

195 

Mark  Controls                            9.8        11.0 
valves  &  other  industrial  prods 

12 

90 

3.6 

15 

1.49 

7% 

38 

0.71 

10.9 

0.75 

1.04 

196 
197 

Healthsouth  Rehabilitation          9.7         9.1 
inpatient  &  outpatient  physical  therapy  facilities 

37 
30 

317 
127 

25.4 
10.6 

59 
10 
15 

8.46 

177/8 

503 

0.86 

20.8 

Radiation  Systems                     9.6        16.0 
antennas  for  communications  &  surveillance 

2.78 
1.16 

12V2 

6 

104 

1.27 

9.8 

1.403 
0.12    • 

198 

Ross  Cosmetics  Distrib  Ctrs         9.6       41.7 
manufactures  &  wholesales  fragrances  &  cosmet 

119 
c  products 

36 

45 

3.6 

39 

0.50 

12.0 

199 
200 

Costar                                        9.5        12.4 
laboratory  equipment  for  tissue  culture 

70 

5.2 

11 

1.17 

20'/2 

141 
120 

0.73 
0.73 

28.1 
20.4 

0.85 
0.81 

Insituform  North  America            9.5        13.4 
proprietary  process  for  repairing  water  &  sewage 

42 
pipes 

38 

6.1 

14 

6.02 

147/8 

Stock  prices  as  of  Oct.  9.     ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  cu 

all  share  classes.    31 993  estimate. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 

rrent  liabilities. 

'Includes 
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>w  Wisconsin  Power  &  Light  Company 
protects  its  pension  fund. 

As  one  of  the  country's  leading  utilities,  reduced  its  trading  cost  and  improved  its  overall 

isconsin  Power  &  Light  Company  has  become       returns  with  the  use  of  S&P  500  futures.  And 
very  adept  at  planning  for  its  future.  that's  helping  ensure  a  brighter  future  for 

Being  forward  looking,  they  were  quick  to  thousands  of  future  retirees, 

see  the  advantages  of  using  S&.P  500  futures  to  So  if  you're  interested  in  helping  insulate 

help  their  pension  fund  react  to  market  changes       your  company's  pension  fund  from  sudden 
faster  and  more  efficiently.  That  helps  reduce  shocks,  and  generating  better  returns,  plug  into 

volatility  and  smooth  out  returns.  ^.iTn         S&P  500  futures  and  options  at  the 

In  fact,  for  the  past  three  years,  Wisconsin     «■£«»       Chicago  Mercantile  Exchange.  We  help 
Power  &  Light  Company's  pension  fund  has      «>»>»       smart  businesses  manage  risk. 

CHICAGO  MERCANTILE  EXCHANGE® 

The  Exchange  of  Ideas® 

1-800-331-3332  (US  toll-free),  1-312-930-2316  (Chicago),  071-920-0722  (London),  03-3595-2251  (Tokyo) 

"Standard  &.  Poor's]'  "Standard  &.  Poor's  5001'  "S&.R"  and  "500"  are  service  marks  of  the  Standard  &  Poor's  Corporation 
and  have  been  licensed  for  use  by  the  Chicago  Mercantile  Exchange. 


m 

Entrepreneurial  rewards 


What's  the  pay  these  days  for  running  a  good  little 
company?  Last  year's  median  cash  compensation  (salary 
and  bonus)  of  the  200  bosses  who  guide  America's  best 
small  companies  rose  3%,  to  about  $325,000.  But  that  was 
only  part  of  the  story.  Thanks  to  the  hot  stock  market  in 
1991,  in  which  the  Nasdaq  gained  57%,  43  bosses  exer- 
cised options  during  their  firms'  most  recent  fiscal  year. 
The  median  gain  on  these  transactions  was  over  $490,000. 


In  calculating  share  ownership,  we  include  only  those 
shares  that  the  most  recent  proxy  statement  designates  as 
being  beneficially  owned  by  the  executive,  his  spouse 
(provided  the  spouse  is  not  an  officer  of  the  company)  and 
minor  children.  Excluded  (where  possible)  are  options  to 
purchase  shares  and  stock  pledged  to  foundations  or 
charitable  institutions.  For  more  analysis  on  how  the  chief 
executives  of  these  firms  were  paid,  see  page  212. 


Chief  executive 
Company 

M  L  Lowenkron 
A&W  Brands 

John  G  Adler 
Adaptec 

Robert  D  Swenson 
AirTran 

Age 

Years 

with 

CO 

as 
CEO 

Undergraduate 
graduate 
college 

College 
degrees 

f'nmnr'ncitinn  fftP'^ 

—Stock  owned— 
%        mktval* 
(000) 

salary 
+ bonus 

other        stock 
gains 

total 

61 

12 

12 

$411.5 

•  —            — 

$411.5 

3.00% 
0.43 

$9,035 
2,647 

55 
38 

7 

6 

Mississippi 
Stanford 

BSEE 
MBA 

485.6 

-     $530.6 

1,016.2 

14 

14 

Dartmouth 

BA 

272.9 

—             — 

272.9 

3.33 

2,460 

Goodwin  L  Myrick 
Alfa  Corp 

67 

24 

14 

274.3 

$0.4 

274.71 

50.87 

225,617 

Herman  Jacobs 
Allou  Health  &  Beauty  Care 

Leon  Fishman 
Allstate  Financial 

34 

7 

7 

152.0 

—             — 

152.0 

7.43 

1,910 

61 

10 

4 

401.6 

—             — 

401.6 

14.15 

5,701 
91,012 

Rodger  B  Dowdell  Jr 
American  Power  Conversion 

Bruce  W  Herrick 
American  Reliance  Group 

F  Sheridan  Garrison 
Arkansas  Freightways 

43 

7 

7 

Brown 
Rhode  Island 

BS 

MS 

BS 

533.6 
374.8 

56.7 
4.2 

590.3 

11.72 

47 

14 

14 

Maryland 

379.0 
188.7 

0.07 
40.30 

24 
98,791 

58 

10 

10 

Arkansas 

BA 

185.0 

3.7 

Edward  H  Arnold 
Arnold  Industries 

Albert  WOndis 
Astro-Med 

53 
66 

27 

21 

Notre  Dame 

BS 

745.7 
493.2 

24.0             - 

769.7 

23.95 

89,057 

21 

21 

Boston  U 

BA 

-        165.0 

658.2 

31.70 

23,061 

William  G  Thomas 
Michael  Baker 

Dale  H  Ballard 
Ballard  Medical  Prods 

57 

6 

1 

Lehigh 

BS 

171.4 

6.0 

177.42 

0.08 

77 
49,851 

69 

14 

14 

Utah 

BS 

181.9 

—             — 

181.9 

9.20 

GrahameN  Clark  Jr 
BancTec 

49 

12 
17 

5 

U  of  Nebraska 
Southern  Methodist 

BA 
MBA 

404.2 

96.0        388.9 

889.1 

0.45 

752 
11,713 

Andrew  Rudd 
Barra 

42 

8 

Sussex 

U  of  Calif  Berkeley 

BS 
PhD 

700.4 

—             — 

700.4 

22.39 

Ben  R  Cohen 
Ben  &  Jerry's  Homemade 

41 

14 

14 

1Exec 
ident< 

100.3 

2.0 

102.3 

16.52 

33,802 

Stock  prices  as  of  Oct.  9.     "Includesallshareclasses. 
chief  executive  May  1992.  Salary  is  for  position  of  pres 

utive  officers  are  paid  by  Alfa  Mutual  Insurance 
ind  chief  operating  officer. 

Co.  under  a  management  service 

contract. 

2Became 
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DROPOUTS  ARE  TWICE  AS  LIKELY  TO  BE  UNEMPLOYED 
AS  HIGH  SCHOOL  GRADUATES.  STAY  IN  SCHOOL. 


Russell  Athletic  is  making  posters  like  this  available  to  teachers  and  coaches,  to  help  remind 
student-athletes  how  important  an  education  can  be.  Because  what  students  n  RUSSELL. 
do  after  school  depends  a  lot  on  what  they  do  while  they're  in  school.       1"^  ATHLETIC 

For  more  information  about  our  Stay  In  School  campaign,  write:  Russell  Corporation,  Dept.  M,  P.O.  Box  272,  Alexander  City,  AL  35010. 


Russell  Athletic  1992 


T he  Subaru  SVX 


A  sports  car 

ror  hoth  sides  or 

your  brain. 

Tne  nalr  that  s 
seventeen, 

and  tne  nalr 


that  s  retired  and 
living  in  Miami. 


It 


HERE  YOU  ARE, 

both  or  you,  con- 


And  right  then  and  there  the  conservative  you, 


the  joyless  voice  or  reason,  gets  ready  to  repri- 
sidering  a  Subaru  SVX .        mand  such  reckless  thoughts,  but  then  you 
The  younger,  more  adven-        pause  and  think  — Hey,  this  is  a  practical  car. 
turous  you  is  taken  aback  by  the  Italian  styling.        It's  a  Subaru®  and  that  means  reliable,  depend- 


And  the  SVX  engine!  A  6-cylinder,  230- 
horsepower  monster  capable  or  blasting  rrom 
0  to  60  in  just  over  7  seconds.  The  wilder  you 
also  goes  on  about  the  absurd  top  speed  or  140 
miles  an  hour  and  the  ract  the  special  window 


able  transportation.  Furthermore,  the  SVX  has 

I 
room  ror  rour  beery  adults,  and  it  comes  with 

sensible  All-Wheel  Drive  traction,  4-channel 

anti-lock  brakes,  a  drivers -side  air  bag  and  a 

rully-independent  suspension.  Now  both  or 


design  allows  you  to  drive  in  a  rainstorm  with  you  are  smiling.  Everything  is  beautirul.  Until 
the  windows  down  without  getting  drenched.  you're  driving  home.  What  to  listen  to  on  the 
The  windows  down  in  a  rainstorm  without  get-        optional  6-speaker  CD  player?  Big  band  or 


ting  drenched,  the  crazy  you  shouts  again 


heavy  metal? 


Subaru  SVX 


Subaru,  what  to  drive. 


,  Subaru  of  America,  In 


iin-k'i'j-j  v  j  a-jiri-a-i-ju '■■*' i^- 
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Chief  executive 
Company 

Age 

Years 

with 

CO 

as 
CEO 

Undergraduate 
graduate 
college 

College 
degrees 

nsation  (00 
stock 
gains 

HI 

—Stock 

% 

owned— 
mkt  val* 
(000) 

$33,764 
22,845 
83,369 
13,875 

salary 
+ bonus 

L-UlNLJc 

other 

V)        — 

total 

Joseph  P  Crugnale 
Bertucci's 

Harold  S  Schwenk  Jr 
BGS  Systems 

Dane  A  Miller 
Biomet 

Ivan  E  Becker 
Blessings 

41 
51 

8 

8 

BS 

PhD 

$177.3 

— 

— 

$177.3 

25.61% 
18.95 

17 

17 

Brown 
Harvard 

259.9 

$1.5 

— 

261.4 

46 
63 

15 
20 

15 

GMI  Inst 
Cincinnati 

BS 
PhD      ' 

315..5 
364.0 

— 

— 

315.5 

4.82 
15.37 

2 

Louisiana  Tech 

BBA 

92.7 

— 

456.7 

Max  P  Watson  Jr 
BMC  Software 

Francis  L  Reed 
Boston  Acoustics 

46 
59 

7 
13 

3 

13 

888.6  1,764.0  $5,210.1 

7,862.7 

0.73 

10,342 

Boston  Col 

BA 

268.3 

— 

— 

268.3 

21.61 

17,048 
24,668 
20,845 

Allan  L  Bridgford 
Bridgford  Foods 

Roe  H  Hatlen 
Buffets 

57 
49 

40 

17 

Stanford 

BA 

112.1 

247.5 

— 

359.6 

16.15 

9 

9 

Pacific  Lutheran  U 
Oregon 

BA 
MBA 

197.8 

— 

— 

197.8 

6.06 

S  Robert  Levine 
Cabletron  Systems 

34 

10 

10 

Miami 

BS 

52.0 

— 

— 

52.0 

23.80 

417,906 

Joseph  F  Kruy 
Cambex 

61 

24 

24 

U  of  Budapest 
U  of  Budapest 

BS 
MSEE 

505.2 

— 

2,188.0 

2,693.2 

15.65 

13,788 

Dean  G  Cannon 
Cannon  Express 

51 

11 

11 

181.9 

— 

— 

181.9 

30.28 

8,750 

Alfred  R  Ghelfi 
Cavco  Industries 

53 

24 

18 

400.9 

— 

— 

400.9 

54.26 

9,182 

Fred  Lick  Jr 
Central  Reserve  Life 

61 

18 

16 

Miami  of  Ohio 
Cleveland  St 

AB 

JD 

637.0 

— 

21.1 

658.1 

6.68 

2,385 

Glen  F  Post  III                            39 
Century  Telephone  Enterprises 

16 

1 

4 

Louisiana  Tech 
Louisiana  Tech 

Yale 
Harvard 

BS 
MBA 

298.4 

23.7 

— 

322.11 

0.10 
0.01 
2.81 

1,186 

26 

90,569 

John  R  Held 
Chipcom 

54 

4 

BS 
MBA 

241.1 

3.5 

1,172.5 

1,417.1 

John  P  Morgndge 
Cisco  Systems 

59 

4 

4 

Wisconsin 
Stanford 

BBA 
MBA 

334.0 

32.9 

— 

366.9 

William  J  Hebding 
Comptronix 

47 

8 

8 

U  Northern  Alabama 

BS 

188.0 

18.2 

— 

206.2 

6.77 

14,165 
342 

Gordon  S  Glenn 
Computer  Data  Systems 

Dan  M  Palmer 
Concord  Computing 

44 

21 

1 

Kentucky 

BSME 

285.6 

— 

11.4 

297.0 

0.87 

49 

7 

3 

Memphis  St 

BA 

239.8 

— 

— 

239.8 

— 

15,003 
1,741 

G  Arthur  Seelbinder 
Cooker  Restaurant 

49 

8 

8 

Ohio  St 

BS 

255.8 

— 

255.8 

11.89 

Robert  C  Strauss 
Cordis 

51 

10 

6 

Illinois 
Idaho 

BS 
MS 

412.8 

3.1 

— 

415.9 

0.51 

MarkSWeinstein 
Cosmetic  Center 

Richard  L  Morningstar 
Costar 

40 
47 

20 

4 

Maryland 

BA 

238.5 

6.5 

— 

245.0 

3.66 

1,780 

11 

2 

Harvard 
Stanford 

BA 
JD 

291.3 

4.2 

— 

295.5 

29.81 

41,964 

Stock  prices  as  of  Oct.  9.     includes  a 

1  share  classes. 

'Became  chief  executive  February  1992 

.  Salary  is 

for  position  of  chief  operating  officer. 

; 


i 


244 


Forbes  ■  Novembcr9,  1992 


mm'om 


3H$%9& 


........ 


">.. 


fee, 


■' 


*€&*€&*(<. 


To>- 


n  1889,  when  Eiffel's  engineering  masterpiece  towered  above  Paris, 
Allendale  had  been  a  top  property  insurer  for  54  years. 


When  Gustave  Eiffel  began  construction  on  his  thousand-foot 
Dwer  for  the  1889  Paris  Exposition,  many  thought  it  was 
npossible.  But,  in  spite  of  formidable  engineering  challenges, 
he  Eiffel  Tower  was  completed  in  just  2  years.  And  when  the 
rst  visitors  gazed  up  at  his  triumph,  Allendale's  engineers  had 
een  pioneering  loss  control  technology  for  54  years. 

Today,  Allendale  is  an  international  company  bringing 


engineering  expertise  to  clients  around  the  world.  After  a 
century  and  a  half,  we're  still  shaping  the  history  of  loss  control 
with  engineering,  training,  research,  responsiveness  and  fairness 
in  the  way  we  do  business.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 
Allendale  Insurance/  Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 
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Chief  executive 
Company 

Age 

Years 

with 

CO 

as 
CEO 

Undergraduate 
graduate 
college 

College 
degrees 

msation  (000) 

stock         total 
pins 

-      $163.7 

—Stock  owned— 
%        mkt  val* 
(000) 

salary 
+ bonus 

L-UIMj-K 

other 

James  Ridings 
Craftmade  International 

42 

7 

6 

BS 

$163.7 

460.0 

$19.6 

20.49% 

$3,514 

Jack  Farber 
CSS  Industries 

59 

13 

13 

Pennsylvania 

— 

479.6 

35.911 

49,184 

K  Jeffrey  Dahlberg 
Dahlberg 

39 

17 

10 

- 

404^1 

82.7 

— 

486.8 
581.0 

4.73 
1.84 

4,753 
5,328 

C  V  Prothro 
Dallas  Semiconductor 

50 

8 
2 

4 
2 

Stanford 
Harvard 

BS 
MBA 

581.0 

— 

— 

E  Ron  Pickard 
Danek  Group 

43 

301.9 

— 

— 

301.9A 
424.6 

3.28 

18,920 

Leonard  A  Trugman 
Del  Electronics 

54 

6 

6 

CUNY  City  Col 
Fairleigh  Dickinson 

BME 
MBA 

423.9 

0.7 

4.47 

772 

71 

224 

William  HGibbs 
DH  Technology 

Mykola  Moroz 
Digi  Intl 

Michael  L  Wert 
Dimark 

A  Blaine  Bowman 
Dionex 

48 

7 

7 

Arkansas 

BSEE 

287.6 

— 

— 

287.6 
648.22 

0.13 
0.11 

55 
45 
46 

7 

1 

193.7 

— 

$454.5 

9 

6 

300.0 

— 

— 

300.0 

14.42 

2,390 

15 

12 

Brigham  Young 
Stanford 

BS 

MBA 

396.0 

50.2 

— 

446.2 

2.32 
0.16 

6,174 
1,178 

Lawrence  F  Probst  III 
Electronic  Arts 

41 

8 

2 

Delaware 

BA 

380.5 

3.6 

1,839.2 

2,223.3 

Donald  D  Maurer 
Empi 

Leo  Benatar 
Engraph 

Wallace  0  Sellers 
Enhance  Financial  Svcs  Group 

George  P  Wilson 
Equitrac 

55 

14 

13 

South  Dakota  St 
Iowa  St 

Georgia  Tech 

BSEE 
MS 

280.8 

4.2 

796.8 

1,081.8 

3.56 

4,252 

62 
63 
49 

10 

10 

BIE 

459.4 

30.2 

— 

489.6 

2.73 

1.42 

4,865 
4,330 

6 

6 

4 

New  Mexico 
NYU 

BA 

MA 

560.0 

— 

— 

560.0 

14 

Florida 
Florida 

BS 
MBA 

479.2 

675.5 

— 

1,154.7 

16.48 

5,590 
3,284 

Peter  J  Rose 
Expediters  Intl  of  Washington 

49 

11 

4 

403.3 

1.5 

— 

404.8 

1.80 

Franklin  A  Jacobs 
Falcon  Products 

60 

33 

33 

Illinois 

BS 

383.9 

10.4 

— 

394.3 

33.66 

23,180 

Robert  A  Kierlin 
Fastenal 

53 

25 

25 
8 

Minnesota 
Minnesota 

BS 

MBA 

122.5 

— 

— 

122.5 

17.41 

51,192 

6,226 

13,493 

22,118 

George  D  Dalton 
Flserv 

64 

8 

Northwestern 

BBS 

290.0 

15.3 

— 

305.3 

1.21 

0.99 

10.17 

Howard  Solomon 
Forest  Laboratories 

Walter  A  Rhulen 
Frontier  Insurance  Group 

65 

15 

15 

CUNY  City  Col 
Yale 

BS 
LLB 

471.5 

4.2 

28,125.0 

28,600.7 
380.8 

61 

29 

29 

Connecticut 

BS 

361.5 

19.3 
17.5 

— 

Stoney  M  Stubbs  Jr 
Frozen  Food  Express  Inds 

56 

32 

9 

Texas  A&M 

BBA 

286.8 

— 

304.3 
532.5 

4.12 

4,029 

Joseph  D  Macchia 
Gainsco 

57 

14 

14 

Fairfield 

BS 

532.5 

— 

— 

12.91 

26,940 
xecutive 

Stock  prices  as  of  Oct.  9.     'Includes  all  share  classes.     'Estimated;  includes  indirect  ownersh 
January  1992.  Salary  is  for  office  of  president  and  chief  operating  officer. 

ip  through  Philadelphia  Industries.    2Became  chief  e 
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FORTHOSEHUNGRYTO  SUCCEED, 
DINNERISNOWBEING  SERVED. 

slow  all  across  the  U.  S. ,  you  can  enjoy  our  completely 
redesigned  First  Class. 

With  lighter,  more  contemporary  cuisine,  and  a  host 
of  such  stylish  amenities  as  cappuccino,  new  electronic 
headsets,  and  hotf efresher  towels. 

And,  to makeyour  trip  more  productive,  enjoy  sepa- 
rate check-in,  personal  seat  telephones,  and  priority 
baggage  delivery. 

Uniteds  new  First  Class.  It's  better  for  you,  better  for 
business.  It's  truly  first  class. 

Come  fly  the  airline  that's  uniting  the  world.  Come 
fly  the  friendly  skies.  And  enjoy  the  grilled  prawns 
with  cilantro-papaya  salsa. 


uniTED  AiRLines 


~k  *  M    i^k  im  i\i'i    1~*  A  ill  II  I'M  ivp'him^^ivi'hi   i^- 


Chief  executive 
Company 

Age 

Years 

with 

CO 

as 
CEO 

Undergraduate 
graduate 
college 

College 
degrees 

nsation  (000) 

stock        total 
gains 

—Stock  owned— 
%        mktval* 
(000) 

salary 
+ bonus 

other 

John  J  McDonough 
Gendex 

56 

9 

9 

Notre  Dame 

BS 

$402.5 

— 

— 

$402.5 

10.89%  $34,401 

Rudolph  Grua 
General  Binding 

64 

8 

8 

363.3 

$44.0 

$57.6 

464.9 
1,166.5 

0.40 

1,200 

Ronald  K  Zuckerman 
Grist  Mill 

50 

19 

11 

Illinois 
Chicago 

BSEE 
MBA      . 

389.5 
<• 

2.0 

775.0 

11.72 

6,662 

72,716 

John  F  White 
Haemonetics 

48 

16 

9 

William  Jewell 
Uof  Penn,  Wharton 

BS 
MBA 

433.3 

2.9 

— 

436.2 

13.99 

Jay  Marcus 
Halsey  Drug 

52 

30 

8 

Fordham 

BS 

342.9 

— 

— 

342.9 

1.16 

500 

James  C  Smith 
HealthCare  Compare 

Richard  M  Scrushy 
Healthsouth  Rehabilitation 

51 
40 

8 
8 

8 
8 

Northeastern 
Alabama 

BA 

432.9 

— 

1,761.3 

2,194.2 

2.59 

25,728 

BS 

990.5 

7.1 

6,467.3 

7,464.9 

0.17 

851 

Russell  A  Gerdin 
Heartland  Express 

T  Michael  Young 
Hi-Lo  Automotive 

51 

14 

14 
5 

Moorhead  St 

BA 

300.0 

— 

— 

300.0 

50.02 

131,310 

48 

5 

Wichita  St 

BA 

256.6 

384.6 

— 

641.2 

3.39 

5,193 

Richard  K  Herzer 
IHOP 

Ralph  L  Cheek 
IMCO  Recycling 

60 

13 

9 

496.6 

19.1 

— 

515.7 

8.77 

11,165 

62 

6 

4 

Oregon  St 

BS 

286.8 

20.1 

306.9 

1.19 
1.55 

1,471 
1,538 

JamesAPerakis 
IMRS 

49 

7 

7 

S  Carolina 
Columbia 

BSEE 

MBA 

311.0 

— 

— 

311.0 

Charles  E  Selecman 
Input/Output 

64 

8 
8 

8 

Southern  Methodist 

BA 

326.2 

8.0 

— 

334.2 

0.96 

884 

Jerome  Kalishman 
Insituform  Mid-America 

William  C  Willis  Jr 
Insituform  North  America 

65 

5 

Washington 
Washington 

BS 
JD 

287.5 

8.7 

— 

296.2 

26.49 

40,230 

40 

2 

2 

Columbia 
Columbia 

BA 
MBA 

308.7 

75.5 

585.0 

969.2 

0.68 

818 

James  R  Zuhike 
Intercargo 

Charles  F  Barrett 
Intergroup  Healthcare 

46 

12 

12 

Wisconsin 
Wisconsin 

BBA 
JD 

144.0 

— 

— 

144.01 

2.82 

2,183 

46 

11 

6 

Arizona 

BBA 

442.5 

138.5 

— 

581.0 

0.00 

2 

Sam  N  Wilson 
Intertrans 

57 

11 

IP 

North  Texas  St 

BA 

178.0 

— 

— 

178.0A 

0.82 

844 

Daniel  D  Hammond 
InterVoice 

40 

9 

6 

U  of  Central  Florida 

BSE 

250.2 

— 

— 

250.2 

4.05 

4,528 

A  Malachi  Mixon  III 
Invacare 

52 

13 

13 
7 

Harvard 
Harvard 

BA 
MBA 

716.0 

— 

— 

716.0 

7.73 
25.27 

21,562 
17,326. 

Jean  Madar 
Jean  Philippe  Fragrances 

31 

7 

Ecole  SS  Econ  &  Com 

MBA 

180.2 

47.4 

237.5 

465.1 

Dennis  M  Jones 
Jones  Medical  Inds 

54 

11 

11 

182.8 

71.7 

— 

254.5 

22.81 

12,367 

Steven  B  Nichols 
K  Swiss 

50 

5 

5 

NYU 

BS 

611.4 

— 

— 

611.4 

30.23 

32,127 

Stock  prices  as  of  Oct.  9.     includes  all  share  classes, 
executive  between  Jan.  1,  1992  and  July  1,  1992. 

'Excludes  compensation  received  indirectly  through 

IAS,  an  agent  for  Intercargo.    2Did  not  serve  as  chief 
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Hear  ye! 

^■billion 


CIARiiONfrom  Data  General- the  faster,  smaller, 

UNIX®open  storage  systems  that  connect  to  IBM,  SUN,  HP,  UNISYS  and  ICL 

for  a  price  that's  music  to  your  ears! 

Computer  companies  everywhere  have  been  making  a  lot  of  noise  lately  about  UNIX*open  storage  systems. 

The  problem  is  that's  all  they've  been  making-noise !  At  Data  General,  we've  gone  quietly  about  our  business  and  have  actually  created 

remarkable  open  storage  systems  called  CLARiiON.  And  CLARiiONis  one  call  everyone  should  heed  because  CLARiiON  connects  to 

the  UNIX  systems-based  IBM  RS/6000,  SUN  SPARCserver  600  series,  HP  9000-800  series,  UNISYS  U6000  series  and  ICL  DRS  6000. 

Its  RAID  technology  vastly  increases  the  storage  capacity  and  high  availability  of  these  systems. 

And  CLARiiON  does  it  all  for  a  price  that's  so  low  it  will  fit  right  in  with  the  rhythm  of  your  budget 

(as  well  as  under  your  desk) !  So  if  you  want  uninterrupted  data  access,  data  loss  protection, 

low-cost  data  redundancy  and  increased  disk  performance,  all  of  which  you  can  maintain  yourself, 

think  CLARiiON  and  call  1-800-DATA  GEN 


CLARiiON 


Data  General 

Where  the  World 
is  going! 


OPEN 

STORAGE 

SYSTEMS 


-c 


^m**»9amm 


^» 


—m 


©1992  Data  General  Corporation       UNIX  Is  a  registered  trademark  of  UNIX  Systems  Laboratories,  Inc. 
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Chief  executive 

Age 

Years 

with           as 
co           CEO 

Undergraduate 
graduate 
college 

College 
degrees 

BA 

Pnmnr 

■nsation  (OG 
stock 
pins 

(ft 

—Stock  owned— 
%        mktval* 
(000) 

3.24%    $4,153 

Company 

salary 
+ bonus 

$561.4 

other 

total 

$577.0 

Morrie  K  Abramson 
Kent  Electronics 

57 

19            19 

Houston 

$15.6 

— 

James  R  Leininger 
Kinetic  Concepts 

48 

6              2 

Indiana 
Indiana 

BA 
MD 

233.2 

— 

— 

233.2 

i 

66.80 
0.26 

248,712 
94 

Ray  Wirta 
Koll  Management  Svcs 

48 

12              2 

Cal  St  Long  Beach 
Golden  Gate  U 

BA 
MBA 

<■  — 

— 

— 

Thomas  M  Fulton 
Landauer 

58 

15              5 

Dartmouth 

BA 

269.0 

— 

— 

269.0 

1.54 

2,251 

Cyrus  Y  Tsui 
Lattice  Semiconductor 

47 

4              4 

use 

Stanford 

BS 
MS 

496.1 

33.5 

— 

529.6 

1.21 

2,837 

Daniel  J  Terra 
Lawter  Intl 

81 

52             52 

Penn  St 

BSCE 

— 

— 

— 

2 

19.17 

109,867 

John  F  Burton 
Legent 

41 

2               1 

Boston  Col 

BA 

379.0 

— 

— 

379.03 

0.21 

2,049 

Raymond  A  Mason 
Legg  Mason 

55 

30            30 

William  &  Mary 

BA 

1,403.0 

0.7 

$319.4 

1,723.1 

3.51 

6,607 

Gary  D  Parker 
Lindsay  Manufacturing 

47 

21              8 

Nebraska  Wesleyan 

BS 

524.0 

12.9 

— 

536.9 
528.6 

0.68 

1,000 

Robert  H  Swanson  Jr 
Linear  Technology 

54 

11             11 

Northeastern 

BS 

528.6 

— 

— 

1.27 

9,872 

Samuel  B  Davis 
Liqui-Box 

49 

29            10 

Ohio  St 

BA 

705.0 

12.3 

— 

717.3 
109.8 

15.50 
58.25 

23,820 

13,981 

3,462 

Hsing  (Morries)  Y  Liu 
Liuski  Intl 

44 

8              8 

Chinese  Cultural  U 

BA 

109.8 

— 

— 

John  R  Woodhull 
Logicon 

59 
62 

28            23 

Colorado 
Colorado 

BS 
MS 

506.2 

147.4 

— 

653.6 

3.14 

Anthony  W  DeSio 
Mail  Boxes  Etc 

11              8 

Connecticut 

BSEE 

266.9 

15.2 

376.2 

658.3 

11.41 

20,520 

William  E  Bendix 
Mark  Controls 

57 
55 

23              5 
16              5 

UCLA 
Harvard 

BS 

MBA 

373.3 

— 

— 

373.3 

2.57 

973 

Benjamin  CTisdale  III 
Martech  USA 

233.0 

— 

— 

233.0 

53.73 

48,283 

1,450 

Doyl  D  West 
Matrix  Service 

50 

8              8 

254.4 

— 

— 

254.4 

1.06 

John  F  Gifford 
Maxim  Integrated  Prods 

51 

9              9 

UCLA 

BSEE 

467.8 

— 

2,796.0 

3,263.8 

2.29 

7,948 

David  H  Elliott 
MBIA 

50 

5              1 

Yale 
Boston  U 

BA 
LLB 

765.0 

106.1 

205.0 

1.076.14 

0.01 

David  A  Swann 
MedChem  Prods 

56 

22            20 
33            21 

Reading  U 
Leebs  U 

BS 
PhD 

269.3 
240.3 

5.9 
5.1 



275.2 

5.10 

4,561 

C  Craig  Waldbillig 
Medex 

66 

Boston  U 

BS 

245.4 

8.62 

10,208 

Harold  B  Siegel 
Medical  Technology  Systems 

64 

6              6 

Columbia 

Illinois 
Harvard 

executive  compensate 
on  of  $450,000.     3Be 
lary  is  for  office  of  pres 

BS 

— 

— 

— 

_5 

271.8 

19.90 

5,084 

David  A  Abrahamson 
Medicine  Shoppe  Intl 

53 

7              3 

BS 
MBA 

248.1 

4.6 

19.1 

0.04 

79 

Stock  prices  as  of  Oct.  9.     includes  all  share  classes.     'Chie 
executive  authorized  to  receive,  but  waived,  cash  compensati 
operating  officer.     4Became  chief  executive  January  1992.  Sa 

d  by  the  Koll  Co.,  a  private  company  that  owns  63.9%  of  firm's  stock.     'Chief 
came  chief  executive  April  1992.  Salary  is  for  office  of  president  and  chief 
ident  and  chief  operating  officer.     5Salary  not  published  in  proxy  statement. 
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YOU      KNOW     WHAT 


GOES       INTO 


Every       Investment 


DECISION 


we    Make. 


EXPERIENCE.  r<rar$  of  it.  EVERY  member  of  our  INVESTMENT  TEAM  brings  something  EXTRA  to 
the  TABLE.  The  NET  RESULT  is  that  NOT  ONLY  do  you  get  INPUT  from  some  of  the  industry's  MOST 
OUTSTANDING  research  ANALYSTS,  portfolio  MANAGERS  and  senior  investment  STRATEGISTS,  you  ALSO 
get  the  SUM  TOTAL  of  their  EXPERIENCE  poured  into  every  FACET  of  an  INVESTMENT.  So  from  EQUITY 
to  FIXED  INCOME,  from  BOSTON  to  TOKYO  to  LONDON,  every  DECISION  we  make  is  BACKED  by  years 
and  years  and  years  of  EXPERIENCE. 


-I-  Putnam 


A      TIME-HONORED       TRADITION 
IN      MONEY      MANAGEMENT 


The    Putnam   Companies       One    Post    Office    Square,     Boston    MA  02109. 


r**or 


course 


KELLY'S  A 

r  e  a  t 

VAULT  ER. 

Its   now   sn  e  s 

ALWAYS 

dealt    with    liies 

LITTLE 

oostacl 


DENISE     KETTLES, 

\  p  e  c  i  a  I    0  I  \  m  p  i  a  n    s     m  o  m 


WATCHING  KELLY  ANN 
KETTLES  PERFORM  HER 
gymnastics  routine  is  anything 
but  routine. 

Her  technique  on  the  uneven  bars  is 
flawless.  She  performs  her  floor  exercises 


with  the  grace  and  agility  of  a  ballet 
dancer.  And  as  for  that  vaulting  horse, 
Kelly  treats  it  like  a  bump  in  the  rug. 

"Piece  of  cake,"  shrugs  Kelly,  after  a 
rather  impressive  dismount.  "It's  amazing 
what  a  bit  of  training  can  do." 

Amazing  indeed.  Considering  that 

Kelly's  only  been  training  seriously  since 

1988.   And,    like    7.5    million    other 

Americans,  Kelly  was  born  with  mental 

retardation. 

"Kelly's  never  regarded  her  condition 

as  a  handicap,"  recounts  her  mother  and 

number  one  supporter.  "To  her  it's  simply 


one  more  obstacle  to  overcome." 

It's  that  kind  of  go-getter  attitude  that 

helped  Kelly  leap  her  way  onto  the  New 

York  Special  Olympics  Team. 

"Being  a  Special  Olympian  has  done 

so  much  for  her,"  says  mom.   "Kelly's 

happier,  and  more  energetic  than  ever. 

She  can't  wait  to  go  to  the  gym  each  week." 
Since   1968,  Special  Olympics  has 

enabled  nearly  3  million  athletes  with 

mental  retardation  to  come  together  to 

experience  the  spirit  of  competition 

and  camaraderie. 


is  very  proud  to  be  part  of. 

Through  donations,  fundraising  and 
by  providing  volunteers,  Toyota  is  helping 
to  ensure  that  New  York's  special  athletes 
like  Kelly  get  the  chance  to  prove  to 
the  world,  and  more  importantly  to 
themselves,  that  no  obstacle  is  too  high  to 
jump.  And  that  no  race,  including  the 
human  one,  is  ever  too  far  to  run. 

So  what's  next  for  Kelly? 

"The  World  Games,  hopefully,"  beams 
the  young  athlete.  "I've  already  started  my 
training." 

And  after  that,  who  knows.  But 
whatever  it  is,  we're  pretty  sure  Kelly  Ann 
Kettles  will  leap  that  bridge  when  she 


comes  to  it. 


TOYOTA 


INVESTING    IN    THE    INDIVIDUAL 


It's  an  organization  whose  focus  isn't 
on  winning  but  on  participation.  Where 
fostering  friendships  and  sharing  in 
experiences  are  more  important  than 
medals  .and  ribbons. 

And  it's  one  organization  that  Toyota 

Spmtial  Olympics  is  ont  of  the  hundreds  of  projects  Toyota  supports.  For  mm  information,  contact:  Community  Relations  Dipt.,  Special  Olympics  International,  1350  SewYork   1»    YIK  Suite  500,  Washington,  i 


Fi1    ^     A      M 
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Chief  executive 
Company 


William  J  McGinley 
Methode  Electronics 

William  H  Lacy 
MGIC  Investment 

Salvatore  M  Caravetta 
Micro  Healthsystem 

Reay  Sterling  Jr 
Micros  Systems 

James  D  Logan 
MicroTouch  Systems 

Louis  CCosenti  no 
Minntech 

Allan  J  McCorkle 
Mobile  America 

Jack  M  Gallagher 
Monro  Muffler  Brake 

George  A  Ciotti 
Moore o  Intl 

Michael  S  Starnes 
MS  Carriers 

Stephen  E  Myers 
Myers  Industries 

Charles  M  Brennan  III 
LE  Myers  Co  Group 

Ronald  L  Bornhuetter 
NACRe 

Alan  D  Kennedy 
Nature's  Sunshine  Prods 

C  Raymond  Larkin  Jr 
Neilcor 

Sam  Moore 
Thomas  Nelson 

Chris  H  Horgen 
Nichols  Research 

Robert  A  Carlson 
North  Atlantic  Inds 


47 


61 


56 


47 


48 


50 


60 


61 


44 


63 


45 


59 


1 


Richard  CJelinek 
Medicus  Systems 

55 

Thomas  H  Witmer 
Medrad 

49 

Ernest  G  Ludy 
Medstat  Systems 

46 

John  N  Brincat 
Mercury  Finance 

56 

John  W  Castro 
Merrill  Corp 

44 

Age  Years 

with  as 

co  CEO 

23  7 


11 


11 


69  46 


21 


25 


61  28 


15 


29 


16 


23 


16 


10 


11 


Undergraduate 
graduate 
college 

Michigan 
Michigan 

Pennsylvania 

U  of  Penn,  Wharton 

U  of  Detroit 
U  of  Detroit 


-Compensation  (000)- 


College      

degrees      salary        other        stock         total 
+  bonus  gains 


—Stock  owned— 
%        mkt  val* 
(000) 


46 


Amherst 
Wis  Milw 
Penn  S 
Cornell 


Hamilton 
Dartmouth 

Polytechnic  Inst 
Polytechnic  Inst 

25      Florida  St 

5  Cincinnati 

2  Gannon 
Gannon 

6  Mississippi 

8      Harvard 

4      Yale 
Columbia 

7  Wooster 
Columbia 

3  Colgate 
3      La  Salle 


BSE  $267.5 

PhD 

BSME         263.9       $2.0 
MBA 

BA  294.6       17.0 

MA 

858.1  - 


442.4       15.6 


BA 


BBA 


BA 
MBA 

BS 
PhD 

BS 


BBA 


BBA 


BA 


BA 


BS 


23 


16 


S  Carolina 
Columbia  Bible  Col 

Iowa  St 

use 


3      Pratt  Inst 


Stock  prices  as  of  Oct.  9.     "Includes  all  share  classes. 


869.7  133.2 

618.8  117.8 
342.9 

152.7 
155.0 
320.5 
473.0 
324.0       12.9 


BSEE  441.7         4.6 

MBA 


306.3       66.2 


-  $267.5 

265.9 

-  311.6 

-  858.1 
458.0 

-  1,002.9 

-  736.6 

-  342.9 
152.7 
155.0 

$147.2         467.7 

-  473.0 

-  336.9 
446.3 

-  372.5 


48.97%  $22,420 
2.50        2,707 

26.26 

26,555 

1.32 

14,798 

17.09 

12,166 

8.29 

15,069 

0.73 

7,946 

300.0        6.8         42.7        349.5 


BA  371.5       34.3        443.8         849.6 

MBA 


BA  1,050.5       44.3 

MBA 


362.0 


499.5 


BS  324.9     269.7 

MA 

BS  218.0       21.7 

MS 

BSME         302.4         7.3 


-  1,094.8 
2.6        364.6 

357.0  856.5 
594.6 
239.7 

-  309.7 


26.10  18,476 

0.08  60 

8.57  4,709 

5.40  4,478 

52.49  33,934 

2.09  5,880 

34.46  52,353 

8.78  13,681 

16.74  7,728 

0.52  3,267 

0.32  317 

0.58  2,764 

15.32  26,839. 

6.51  5,260 

1.32  440 
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When  you're  away  from  your  office 
we  bring  your  office  to  you. 


Today  you  can  carry  a  phone  in  your  shirt  pocket,  keep 
a  computer  in  your  briefcase,  even  send  a  fax  from  your  car. 

Ameritech  is  at  the  forefront  of  this  personal 
communications  revolution.  Since  we  built  the  world's 
first  commercial  mobile  telephone  network,  we've  become 
the  largest  operator  in  the  Great  Lakes  region.  With  every- 
thing from  messaging  and  paging  to  information  access,  we're 
providing  people  with  new  freedom  and  mobility. 

We're  preparing  for  the  future,  too.  This  year  we're  con- 
ducting one  of  the  most  comprehensive  personal  communica- 
tions services  ( PCS )  trials  in  the  nation.  Our  PCS  technology 
will  utilize  oyr  existing  network  and  allow  portable  phones 
to  be  smaller,  lighter  and  less  expensive.  Also,  we  are  pur- 
suing new  digital  technology  with  the  potential  for  fifteen 
times  more  capacity  than  current  cellular  systems. 


At  work,  at  home,  and  on  the  move,  we're  connecting 
our  customers  with  tomorrow  and  our  shareowners  with 
financial  opportunity.  In  fact,  we've  already  outperformed 
the  other  regional  communications  companies  in  return 
to  equity  eight  years  in  a  row. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 


JsMERSTECH 

Connecting  You  With  Tomorrow 


C 1992  Ameritech  Corporation 
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Chief  executive 
Company 

Age 

Years 

with 

CO 

as 
CEO 

Undergraduate 
graduate 
college 

College 
degrees 

nsation  (0( 
stock 
pins 

VM 

—Stock  owned— 
%        mktval* 
(000) 

salary 
+ bonus 

other 

total 

John  R  Huff 
Oceaneering  Intl 

46 

6 

6 

Georgia  Tech 

BSCE 

BSE 
MBA 

$392.5 

— 

$685.9 

$1,078.4 

0.32% 

$1,267 

Douglas  C  Chance 
Octel  Communications 

50 

2 

2 

Princeton 
Stanford 

464.0 

— 

— 

464.0 

0.23 

726 
48,428 

Ahmed  D  Kafadar 
OEA 

Earl  E  Congdon 
Old  Dominion  Freight  Line 

77 
61 

34 
42 

34 

7 

ColoSch  Mines 
ColoSch  Mines 

EM 
MEM      . 

399.2 
< 

$14.6 

— 

413.8 

13.32 

439.5 

2.4 

— 

441.9 

18.711 

25,446 

Henry  D  Jacobs  Jr 
One  Price  Clothing  Stores 

59 

8 

8 
2 

Babson 

BBA 

317.7 

— 

317.7 

28.93 

29,879 

Chris  T  Sullivan 
Outback  Steakhouse 

44 

5 

186.1 

— 

— 

186.1 

17.42 

87,049 

Arthur  Hershaft 
Paxar 

55 

31 

5 

Carnegie-Mellon 

BS 

491.8 

4.3 

656.4 

1,152.5 

18.56 

40,713 

B  Thomas  Golisano 
Paychex 

LouisADelmonico 
PDA  Engineering 

50 
51 

21 

21 

338.4 

— 

— 

338.4 

15.08 

93,056 

5 

3 

St  John's 
Uppsala 

BA 
PhD 

314.9 

10.0 

372.7 

697.6 

0.87 

471 

Irving  Levit 
Penn  Treaty  American 

63 

21 

21 

204.0 

— 

— 

204.02 

39.66 

16,284 

George  J  Collins 
T  Rowe  Price  &  Assocs 

Richard  H  Lewis 
Prima  Energy 

52 
41 

21 

8 

Va  Military  Inst 
American  U 

BA 
MBA 

730.0 

30.0 

— 

760.0 

2.99 

16,111 

12 

12 

Colorado 

BS 

132.0 

4.9 

— 

136.9 

14.43 

5,947 

Carl  W  Knobloch  Jr 
Production  Operators 

62 

31 

24 

Yale 
Harvard 

BA 
MBA 

207.7 

9.7 

— 

217.4 

12.17 

29,229 

Joseph  W  Alsop 
Progress  Software 

47 

11 

11 

MIT 

BSEE 

239.2 

6.0 

1,668.8 

1,914.0 

9.60 

25,991 

Patrick  Courtin 
Proteon 

49 

5 

5 

Ecole  Super  d'Elec 
Columbia 

BS 

PhD 

332.5 

0.4 

— 

332.9 

— 

— 

Michael  W  Dunaway 
Psicor 

52 

24 

24 

327.0 

11.0 

— 

338.0 

50.11 

22,895 

Richard  E  Thomas 
Radiation  Systems 

66 

27 

14 

BS 
MBA 

393.3 

— 

— 

393.3 

1.92 

2,009 

Stanley  Berenzweig 
Rag  Shops 

72 

40 

40 

Drexel 
Drexel 

271.3 

— 

— 

271.3 
213.7 

22.86 

11,575 

Walter  W  Straub 
Rainbow  Technologies 

48 

10 

9 

212.7 

1.0 

— 

7.54 

7,812 
93,015 

Burt  R  Sugarman 
Rally's 

David  A  Christensen 
Raven  Industries 

53 

6 

2 

use 

BA 
BS 

107.7 
392.9 

— 

— 

107.7 

42.81 

57 

30 

21 

South  Dakota  St 

23.9 

283.3 

700.1 

3.93 

3,606 

62,383 

4,452 

Thomas  A  James 
Raymond  James  Financial 

50 

28 

23 

Harvard 
Harvard 

BA 

MBA 

BS 

MBA 

774.8 

55.1 

— 

829.9 
1,498.0 

28.48 
3.62 

Gary  L  Crocker 
Research  Inds 

41 

9 

9 

Harvard 
Harvard 

249.7 

3.5 

1,244.8 

Stock  prices  as  of  Oct.  9.     includes  all  share  classes.     'Includes  shares  owned  through  Old  Dominion  Truck  Leasing,  a  subsidiary  firm.    2Chief  executive  also 
receives  commissions  from  the  Irv  Levit  Insurance  Management  Corp. 
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American  Re's  products  and  services 
are  only  available  at  the  above  location 


Today  you  need  a  reinsurer  with  financial  stability, 

innovative  products  and  services,  and 

a  strong  international  presence  in  order  to  respond 

to  your  clients'  global  needs.  American  Re 

has  been  in  business  for  75  years,  and  we  have 

offices  in  27  locations  worldwide  staffed 

by  local  experts.  We  have  the  capability  to  create 

customized  programs  that  keep  you 

current  in  a  changing  world.  Update  your 

global  strategy.  Talk  to  American  Re. 


AMERICAN 

REINSURANCE  COMPANY 

555  College  Road  East,  Princeton,  N  J  08543-5241  (609)  275-2000 

Atlanta,  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne,  Mexico  City, 
Minneapolis,  Montreal,  New  York,  Philadelphia,  Princeton,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo,  Toronto,  Vienna 


DCOI  OlflHLL  UUItirHHICD    OlllCr  CACbUIIUCD 


Chief  executive 
Company 

Gerald  E  McGinnis 
Respironics 

Michael  0  Preletz 
Rexon 

Daniel  Carter 
Ross  Cosmetics  Distrib  Ctrs 

William  P  Kennedy 
Rotech  Medical 

Charles  D  Way 
Ryan's  Family  Steak  Houses 

Lawrence  A  Lemkuhl 
St  Jude  Medical 

Bernard  Salick 
Salick  Health  Care 

William  BHeyeJr 
SBE 

Marvin  W  Ozley 
Sealright 

Ronald  G  Assaf 
Sensormatic  Electronics 

Judy  0  Sims 
Software  Spectrum 

Louis  P  Neeb 
Spaghetti  Warehouse 

Donald  C  Spann 
Span-America  Medical  Sys 

George  W  Sztykiel 
Spartan  Motors 

Frank  F  Ferola 
Stephan 

Sterling  L  Williams 
Sterling  Software 


Leonard  A  Stuart 
Stuart  Entertainment 

49 

8 

William  B  Ruger 
Sturm  Ruger  &  Co 

76 

43 

Robert  E  Doering 
Sullivan  Dental  Prods 

62 

8 

MacyT  Block 
Sun  Television  &  Appliances 

66 

43 

James  L  Mann 
SunGard  Data  Systems 

58 

9 

Richard  H  Chandler 
Sunrise  Medical 

Louis  L  Borick 
Superior  Industries  Intl 


Age 

58 
53 
59 
48 
39 
55 
53 
54 
58 
57 
40 
53 
57 
63 
49 
49 
49 
76 
62 
66 
58 
49 
68 


with 

CO 

21 

7 

0 
12 
13 

7 

9 

1 
36 
26 

9 

4 
17 
17 

5 
11 

8 
13 

8 
13 

9 

9 
35 


Years Undergraduate  College 

as  graduate 

CEO  college 

21      Illinois  BS 

Pittsburgh  MS 

6 

0  Central  Michigan  BA 
12      S  Carolina  BS 

3  Clemson  BS 

7      U  of  Iowa  BBA 

9      CUNY  Queens  BS 

USC  MD 

1  Texas  A&M  BS 
Harvard  MBA 

4  SW  Missouri  St  BS 
26 

5  Texas  Tech  BBA 

1      Notre  Dame  BBA 

George  Wash  i  ngton  M  BA 

BA 


degrees      salary  other 
+ bonus 

$311.3  $47.9 

500.0  - 

< 

140.4  - 

150.6  - 


-Compensation  (000)- 


stock 
gains 


—Stock  owned— 
%        mkt  val* 
(000) 


17      S  Carolina 
17      London  U 

5 
11      East  Central  U 

8 
43 

1 
43 

7      Wichita  St 

9      Princeton 
Chicago 

35 


BS 


BS 


BA 

BA 
MBA 


total 

$359.2        9.23%  $13,351 


500.0        8.21         7,542 


- 


140.4      37.51       23,228 
150.6        0.70        3,368 


* 


573.6  23.7  $7,052.6  7,649.9  0.55  8,050 
1,107.4  195.5  -  1,302.9  27.57  22,915 

354.3  5.3  -  359.6  1.68  4,286 

674.0  39.7  1,111.1  1,824.8  0.61  5,416 

184.3  14.1  198.4  18.05  15,730 

228.8  -  -  228.8  0.19  251 

215.7  4.6  -  220.3  20.15  5,082 

186.8  -  196.6  383.4  11.58  14,906 
387.7  -  -  387.7  17.56  7,763 


754.8       46.0        490.6      1,291.4        0.14 


256 


1.5 


183.2 
333.0 
233.5 
150.0 

377.0        6.2 

400.3       20.4 

1,185.3  - 


183.2  39.74  12,689 
333.0  30.75  77,550 

235.03  4.05  7,081 
150.0  22.22  35,711 
383.2  0.55  2,265 
420.7  15.09  41,912 

1,185.3  22.03  102,089 


Stock  prices  as  of  Oct.  9.  includes  all  share  classes.  'Chief  executive  joined  company  in  August  1992.  Compensation  and  shareholdings  are  not 
available.  2Became  chief  executive  November  1991.  Compensation  and  shareholdings  are  not  available.  3Became  chief  executive  June  1992.  Salary  is  for  office 
of  president. 
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When  we  get  a  bright  idea,  we  put  it  on  the  circuit. 


Grace  has  50,000  smart,  hard-working,  dedicated 
sople  working  in  49  countries  throughout  the  world. 

Every  year,  they  produce  a  ton  of  great  ideas. 

But,  a  world-class  company  is  more  than  a  collection 
f  world-class  ideas. 

These  ideas  must  be  studied  to  determine  which  ones 
re  most  likely  to  strengthen  Grace's  role  as  a  leading 
orldwide  enterprise — and  to  make  sure  our  best  ideas 
5t  a  chance  to  work  in  Barcelona  as  well  as  in  Boston. 

To  ensure  the  effective  flow  of  information  and  ideas 
n  such  complex  issues  as  global  manufacturing, 
larketing,  distribution  and  product  innovation,  we  recently 
litiated  our  'Total  Global  Focus"  program. 

Our  new  Worldwide  Product  Line  Managers  are  a 
sy  element  of  this  program. 


Our  managers  stimulate  and  focus  our  best  thinking 
on  the  strategic  issues  most  important  to  our  customers  and 
our  company,  now  and  in  the  future. 

Given  a  global  perspective,  our  best  ideas  can  be 
quickly  and  efficiently  transmitted  around  tl.e  world  so  that 
Grace  people  and  their  customers  benefit  first  from  what 
works  best. 

The  benefits  are  enormous.  Customers  have  quick 
access  to  new  ideas.  Marketplace  feedback  is  enhanced, 
strengthening  Grace's  partnership  with  its  customers  and 
helping  us  both  to  compete  better  worldwide. 

Grace  and  our  customers.  Never  in  the  dark  on  our 
best  thinking  from  all  over  the  world. 

Were  GRACE.  And  proud  of  it. 


ie  World's  Largest  Specialty  Chemicals  Company  with  a  Leadership  Position  in  Health  Care.  W.  R.  Grace  &  Co.,  One  Town  Center  Road,   Boca  Raton,  Florida  33486-1010  ©  1992  W.  R.  Grace  &  Co. 
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BtSI  SMALL  UUMPAMtS  UHlth  EXtUUIIUES 


Chief  executive 
Company 

Age 

with 

CO 

Years— 
as 
CEO 

Undergraduate 
graduate 
college 

College 
degrees 

nsation  (00( 
stock 
gains 

%i 

—Stock  owned— 
%        mkt  val* 
(000) 

salary 
+ bonus 

other 

j) 
total 

Jerry  C  Moyes 
Swift  Transportation 

48 

27 
1 

7 

1 

Weber  St 
Claremont  Mens  Col 

BBA 
BS 

$349.0 

$23.1 

— 

$372.1 

55.30%  $76,145 
0.03            117 

Larry  J  Ford 
System  Software  Associates 

51 

350.0 

50.0 

— 

400.01 

Thomas  E  Oland 
Techne 

51 

8 

7 

Minnesota 

BA 

192,0 
382.9 

17.9 
0.3 

$938.8 

1,148.7 

3.28 

3,693 

Van  M  Hubbard 
Tecnol  Medical  Products 

52 

16 

14 

Texas  Tech 
Texas 

BBA 
MBA 

383.2 

17.85 

51,666 

Arvin  H  Smith 
Thermo  Instrument  Systems 

63 

22 

6 

Texas  Christian 

BS 

AB 

MBA 

385.9 

— 

603.8 

989.72 

0.272 

2,164 

Melvin  J  Gordon 
Tootsie  Roll  Industries 

Richard  W  Ussery 
Total  System  Services 

72 
45 

40 
27 

30 

Harvard 
Harvard 

756.5 

89.4 

— 

845.9 

19.043 

155,574 

10 

Auburn 

BA 

239.6 

35.2 

— 

274.8 

0.18 

768 

Jack  Tseng 
Tseng  Labs 

41 

9 

9 

Spring  Garden  Col 

BSEE 

221.0 

— 

— 

221.0 

29.85 

63,858 
39,898 

Lloyd  L  Ross 
Tuesday  Morning 

Calvin  S  Krupa 
Ultra  Pac 

57 

20 

17 

325.0 

— 

— 

325.0 

36.55 

45 

5 

5 

St  Cloud  St 

BS 

157.9 

5.0 

183.8 

346.7 

8.50 

3,402 

Donald  F  Moorehead  Jr 
USA  Waste  Services 

42 

2 

2 

U  of  Tulsa 

BS 

150.0 

— 

— 

150.0 

14.21 

16,572 

William  Dean  Wallace 
Utah  Medical  Products 

45 

9 

6 

Brigham  Young 
Utah 

BS 
MD,  PhD 

214.7 

— 

— 

214.7 

4.21 

4,049 

W  Bruce  Lunsford 
Vencor 

44 

6 

6 

Kentucky 
Northern  Kentucky 

BA 

JD 

315.0 

3.3 

— 

318.3 

8.24 

41,059 

Hatim  ATyabji 
VeriFone 

47 

6 

6 

College  of  Eng  India 
SUNY  Buffalo 

BS 
MS 

490.6 

— 

3,480.7 

3,971.3 

1.25 

5,662 

J  Rex  Vardeman 
Vertex  Communications 

53 

8 

8 

Texas  Tech 
Southern  Methodist 

BS 
MS 

167.2 

0.8 

— 

168.0 

9.59 

3,121 

Patrizio  Vinciarelli 
Vicor 

46 

11 

11 

U  of  Rome 

PhD 

141.9 

— 

— 

141.9 

49.78 

175,632 

Terence  DWall 
Vital  Signs 

51 

21 

21 

Maryland 
Pace 

BS 
MBA 

318.2 

2.1 

— 

320.3 

33.60 

100,621 

Stewart  Bainum  Jr 
Vitalink  Pharmacy  Svcs 

46 

11 

5 

Pacific  Union 
UCLA 

BA 

MBA 

712.3 

12.5 

— 

724.8* 

2.51 

4,356 

Clarence  L  Werner 
Werner  Enterprises 

55 

36 

36 

564.0 

— 

— 

564.0 

20.28 

78,625 

Ted  Thompson 
X-Rite 

63 

25 

17 

Aquinas  Col 

BS 

258.5 

10.6 

— 

269.1 

7.89 

20,401 
10,733. 

Bernard  V  Vonderschmitt 
Xilinx 

69 

8 

8 

Rose-Hulman  Inst  Tech 
Pennsylvania 

BSEE 
MSEE,  MBA 

195.3 

— 

444.8 

640.1 

2.71 

Edward  L  Kaplan 
Zebra  Technologies 

Frank  B  Manning 
Zoom  Telephonies 

49 
44 

23 

23 

HiTech 
Chicago 

BS 
MBA 

299.6 

12.9 

— 

312.5 

29.13 

55,818 

15 

15 

MIT 

MIT 

BS 
PhD 

69.8 

— 

— 

69.8 

11.83 

7,765 

Stock  prices  as  of  Oct.  9.     'Includes  all  share  classes.     'Annualized.    2Chief  executive  is  paid  by  Thermo  Electron.  Shareholdings  include  shares  owned  through 
Thermo  Electron.    3Shares  held  jointly  with  wife,  Ellen  Gordon,  who  is  an  officer  in  the  company.    *Chief  executive  is  compensated  by  Manor  Care,  which  owns 
82.3%  of  company. 

260 


Forbes  ■  November  9,  1992 


The  key  to 
performance. 


This  is  the  key  to  Steinway  grand  No.  507,000 
—the  piano  of  masters  in  the  Hamburg  Concert  Hall. 


Orchestrating  the  structure  of  complex 
business  and  financial  transactions  is  one  way 
Swiss  Bank  Corporation  performs  for  its  U.S. 
multinational  clients.  In  fact,  Swiss  Bank 
Corporation  has  been  providing  commercial 
and  merchant  banking  services  to  American 
business  for  more  than  50  years.  This  experi- 
ence has  given  us  a  thorough  understanding  of 
America's  financial  and  business  needs. 

We  offer  our  clients  a  full  range  of  services— 
from  credit  facilities  and  international  trade 
to  foreign  exchange,  money  markets  and  interest 
rate  risk  management.  We  are  also  a  primary 
dealer  in  U.S.  Government  Securities. 


In  addition,  if  you're  a  private  investor  with 
substantial  assets,  we  can  provide  a  full  range  of 
services,  including  custom-tailored  portfolio 
management. 

Last,  but  by  no  means  least,  we  provide  the 
stability  and  resources  that  come  from  being  the 
15th  largest  bank  in  the  world  ranked  by  equity. 
If  you'd  like  to  know  more  about  Swiss  Bank 
Corporation,  and  how  we  can  perform  for  you, 
call  Marie  Gillis,  (212)  574-3107. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


The  key  Swiss  bank 


New  York  •  Chicago  •  Houston  •  Los  Angeles  •  Miami 
San  Francisco  •  Toronto  •  Montreal  •  Vancouver 


te*hm£im. 


Ranking 


20 

lORe 

<rt 

| 

aall< 

c< 

jmpanies 

Whf^rp  thr*w  rintf 

Market 
value 

Company 

Exch 

Ticker 
symbol 

5-year 

average 

ROE 

Sales 
($mil) 

Profits 
($mil) 

$15.1 

Market 
value* 

($mil) 

$302 

5-year 

average 

ROE 

105 

Sales           Profits 

75                52 

52 

A&W  Brands 

0 

SODA 

16.5% 

$128 

169 

49                31 

21 

Adaptec 

0 

ADPT 

12.1 

190 

23.3 

615 

49 

95              123 

152 

AirTran 

0 

ATCC 

23.1 

106 

6.2 

74 

122 

31                15 

35 

Alfa  Corp 

0 

ALFA 

14.8 

242 

35.0 

444 

118 

71              187 

192 

Allou  Health  &  Beauty  Care 

a 

ALU 

15.1 

137 

2.2 

26 

55 

198              178 

179 

Allstate  Financial 

0 

ASFN 

22.2 

12 

2.9 

40 

10 

81               39 

17 

American  Power  Conversion 

0 

APCC 

37.8 

119 

20.4 

777 

145 

110               92 

188 

American  Reliance  Group 

a 

ARI 

13.4 

88 

8.8 

33 

71 

32               76 

68 

Arkansas  Freightways 

0 

AFWY 

20.5 

236 

10.6 

245 

65 

48               27 

43 

Arnold  Industries 
Astro-Med 

0 
0 

AIND 
ALOT 

21.1 

194 

24.2 

372 

161 

176              163 

153 

12.5 

32 

3.8 

73 

192 

19              161 

139 

Michael  Baker 

a 

BKR 

10.0 

291 

3.9 

94 

28 

147               61 

24 

Ballard  Medical  Prods 

0 

BMED 

28.7 

47 

13.0 

542 

143 

46                65 

93 

BancTec 

0 

BTEC 

13.5 

197 

12.2 

166 

116 

172              171 

169 

Barra 

0 

BARZ 

15.4 

33 

3.3 

52 

119 

83              136 

81 

Ben  &  Jerry's  Homemade 

0 

BJICA 

15.1 

117 

5.6 

205 

85 

153              153 

111 

Bertucci's 

0 

BERT 

18.8 

45 

4.3 

132 

22 

180              120 

118 

BGS  Systems 

0 

BGSS 

31.9 

28 

6.4 

121 

56 

20                 6 

4 

Biomet 

0 

BMET 

22.2 

290 

54.7 

1,730 

100 
15 

84               86 

142 

Blessings 

a 

BCO 

17.2 

114 

9.3 

90 

45                 8 

6 

BMC  Software 

0 

BMCS 

35.4 

200 

52.7 

1,421 

62 

175              141 

150 

Boston  Acoustics 

0 

BOSA 

21.8 

33 

5.1 

79 

46 

101              143 

98 

Bridgford  Foods 

0 

BRID 

23.8 

98 

5.0 

153 

68 

34               59 

47 

Buffets 

0 

BOCB 

20.6 

224 

13.4 

344 

13 

1 

3                 5 

3 

Cabletron  Systems 

n 

CS 

35.8 

345 

68.7 

1,756 

144               87 

145 

Cambex 

0 

CBEX 

82.1 

49 

9.1 

88 

88 

173              186 

191 

Cannon  Express 

0 

CANX 

18.4 

33 

2.2 

29 

121 

157              196 

199 

Cavco  Industries 

0 

CVCO 

15.0 

44 

1.6 

17 

153 

67              147 

185 

Central  Reserve  Life 

0 

CRLC 

12.9 

152 

4.5 

36 

175 

11                 9 

8 

Century  Telephone  Enterprises 

n 

CTL 

11.6 

311 

46.6 

1,169 

141 

129              113 

76 

Chipcom 

0 

CHPM 

13.6 

63 

6.6 

212 

21 

6                 4 

1 

Cisco  Systems 

0 

CSCO 

33.3 

340 

84.4 

3221 

a:  American  Stock  Exchange,     n:  New  York  Stock  Exchange,    o:  Nasdaq  market. 

Includes  all  share  classes. 
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Banyan  now  offers 
two  ways  to  get  enterprise- 
wide  networking. 


Traditional. 

For  years,  the  world's  largest  enterprise 
networks  have  run  on  Banyan  VINES." 
Banyan  is  the  leader  in  enterprise-wide 
PC  networking. 

Others  try,  but  none  can  equal  our 
ability  to  integrate  PCs,  minicomputers 
and  mainframes. 

This  is  because  VINES  was  built  for 
the  enterprise -not  the  workgroup.  Our 
enterprise  network  services  are  unified 
for  a  single  system  view,  creating  a 
network  that  is  infinitely  easier  to  use 
and  manage. 

In  fact,  independent  research  shows 
VINES  is  also  the  most  cost-effective 
network. 

Indeed,  no  matter  how  large  your 
VINES  network  becomes,  expense  will 
always  be  held  to  the  barest  minimum. 

This  effortless  expansion  is  made  pos- 
sible in  part  by  StreetTalk,"  the  industry's 
best  global  directory,  plus  enterprise- 
wide  services  such  as  administration, 
security  and  messaging,  which  speeds 
and  streamlines  network  tasks,  making 
network  managers  far  more  productive. 

Field-proven  and  perfected  over  nine 
years,  VINES  is  a  critical  component 
of  some  of  the  world's  largest  computer 
networks.  And  is  used  by  nearly  two 
million  eminently  satisfied  people. 

For  more  information  on  Banyan 
VINES,  call  1-800-828-2404. 


VINES 


®  1/ 


Outrageous. 

Are  we  really  suggesting  loyal  NetWareH 
customers  turn  to  Banyan  to  fulfill  their 
dreams  of  enterprise-wide  networking? 

Absolutely! 

Introducing  ENS.  You  can  have  enter- 
prise network  capability  for  your  2.X,  3.X, 
and  4.X  workgroups  without  disrupting 
your  current  environment  or  budget. 

ENS  from  Banyan  is  not  a  network  oper- 
ating system.  It's  a  powerful  family  of 
unified  software  products  that  will  give 
users  and  managers  immediate  advantages: 

1 .  StreetTalk.  The  best  global  naming 
and  directory  system  available  anywhere 
-the  key  to  greatly  simplified  manage- 
ment and  ease  of  use.  2.  The  ability  to 
add  users,  access  profiles,  and  security 
data  all  at  once,  across  the  entire  network. 
3.  Single  system  integration  of  all  NetWare 
users,  regardless  of  network  revision-no 
upgrades  are  necessary. 

Outrageous,  yes,  but  what  potential! 
Products  that  will  turn  your  NetWare 
workgroups  into  a  true  enterprise-wide 
network.  A  whole  new  class  of  network 
capability  to  increase  your  IS  utilization, 
reduce  costs  and  increase  productivity. 
Don't  commit  to  any  upgrades  until 
you  have  assessed  ENS,  the  ultimate 
NetWare  enhancement. 

For  more  information  on  Banyan  ENS, 
call  1-800-828-2404. 


S\  Mem  Software 


■ 


Mil  iM 

BANYAN* 


RANKING  THE  200  BEST  SMALL  COMPANIES 


Whrrr  thp 

y  rank 

Profits 

Market 
value 

Company 

Exch 

Ticker 
symbol 

5-year 

average 

ROE 

Sales 

($mil) 

Profits 
($mil) 

Market 
value* 

($mil) 

$209 

5-year 

average 

ROE 

180 

Sales 

82 

118 

77 

Comptronix 

0 

CMPX 

11.2% 

$117 

$6.4 

154 

68 

160 

181 

Computer  Data  Systems 

0 

CPTD 

12.9 

148 

3.9 

40 

26 

136 

102 

62 

Concord  Computing 

0 

CEFT 

30.1 

57 

7.7 

264 

193 

152 

172 

115 

Cooker  Restaurant 

0 

COKR    v 

9.9 

45 

3.3 

126 

117 

35 

28 

48 

Cordis 

0 

CORD 

15.4 

223 

100 

24.0 
2.2 

340 
49 

194 

100 

185 

171 

Cosmetic  Center 

0 

COSCA 

9.8 

199 

125 

140 

104 

Costar 

0 

CSTR 

9.5 

70 

5.2 

141 

72 

187 

200 

198 

Craft  made  Intl 

0 

CRFT 

20.5 

23 

1.1 

17 

38 

52 

40 

106 

CSS  Industries 

a 

CSS 

25.6 

183 

20.0 

137 

162 
164 

103 

152 

134 

Dahlberg 

0 

DAHL 

12.5 

96 

4.4 

101 

88 

49 

56 

Dallas  Semiconductor 

n 

DS 

12.4 

110 

16.3 

290 

18 

135 

84 

22 

Danek  Group 

0 

DNKG 

34.2 

58 

9.5 

577 

132 

195 

199 

197 

Del  Electronics 

a 

DEL 

14.1 

18 

1.5 

17 

74 

139 

138 

165 

DH  Technology 

0 

DHTK 

19.7 

53 

5.5 

56 

25 

178 

142 

79 

80 

Digi  Intl 

0 

DGII 

30.3 

53 

10.3 

206 
17 

159 

198 

200 

Dimark 

a 

DMK 

11.4 

44 

1.5 

111 

99 

53 

61 

Dionex 

0 

DNEX 

16.1 

100 

15.0 

266 

64 

54 

43 

18 

Electronic  Arts 

0 

ERTS 

21.2 

183 

18.3 

718 

167 

186 

177 

119 

Empi 

0 

EMPI 

12.2 

26 

2.9 

120 

179 

39 

88 

89 

Engraph 

0 

ENGH 

11.4 

216 

9.0 

178 

183 

116 

14 

51 

Enhance  Financial  Svcs  Group 

n 

EFS 

11.0 

78 

35.7 

306 

30 

185 

188 

187 

Equitrac 

0 

ETRC 

28.4 

26 

2.1 

34 

89 

21 

74 

86 

Expediters  Intl  of  Washington 

0 

EXPD 

18.2 

289 

10.7 

183 

36 

150 

167 

157 

Falcon  Products 

0 

FLCP 

26.0 

45 

3.6 

69 

47 

122 

106 

54 

Fastenal 

0 

FAST 

23.6 

72 

7.5 

294 

158 

8 

37 

27 

Flserv 

0 

FISV 

12.6 

326 

21.2 

514 

149 

27 

7 

7 

Forest  Laboratories 

a 

FRX 

13.2 

259 

52.8 

1,361 

66 

91 

44 

73 

Frontier  Insurance  Group 

n 

FTR 

21.0 

109 

17.6 

218 

138 

53 

125 

137 

Frozen  Food  Express  Inds 

a 

JIT 

13.7 

183 

6.1 

98 

76 

118 

73 

78 

Gainsco 

a 

GNA 

19.6 

76 

10.8 

209 

155 

104 

114 

49 

Gendex 

0 

XRAY 

12.8 

94 

6.5 

316 

144 

5 

60 

64 

General  Binding 

0 

GBND 

13.5 

344 

13.0 

261 

168 

127 

154 

164 

Grist  Mill 

0 

GRST 

12.2 

67 

4.2 

57 

59 

51 

41 

26 

Haemonetics 

n 

HAE 

22.0 

185 

19.7 

520 

157 

160 

191 

176 

Halsey  Drug 

a 

HDG 

12.7 

43 

2.1 

43 

146 

108 

42 

12 

HealthCare  Compare 

0 

HCCC 

13.3 

89 

18.8 

994 

196 

9 

23 

28 

Healthsouth  Rehabilitation 

n 

HRC 

9.7 

317 

25.4 

503 

45 

114 

80 

63 

Heartland  Express 

0 

HTLD 

23.9 

84 

10.3 

263 

112 

60 

99 

97 

Hi-Lo  Automotive 

n 

HLO 

15.8 

170 

7.9 

153 

102 

94 

115 

114 

IHOP 

0 

IHOP 

17.0 

106. 

6.5 

127 

33 

140 

116 

116 

IMCO  Recycling 

n 

IMR 

26.6 

53 

6.5 

124 

57 

149 

156 

136 

IMRS 

0 

IMRS 

22.2 

46 

4.2 

100 

a:  American 

Stock  Exchange,     n:  New  York  Stock  Exchange.    0:  Nasdaq  market. 

'Includes  all  share  classes. 
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K  AXKIJX 

RETIREMENT       PLANNING       GUIDE 


Name 


Address 


City/State/Zip 


Yes!  Iwould  like  a  free  copy  of  the  Franklin  Retirement 
Planning  Guide  and  a  prospectus  containing  more  com- 
plete information,  including  charges  and  expenses,  on  the 
fund(s)  checked  below.  I  will  read  the  prospectus(es) 
carefully  before  I  invest  or  send  money. 

Frankin  U.S.  Government  Securities  Fund 

Franklin  Rising  Dividends  Fund 

Franklin  Income  Fund 

Franklin  Growth  Fund 

Franklin  Money  Fund 

FRANKLIN      DISTRIBUTORS,      INC. 
Member  $63  Billion  Franklin  Croup  of  Funds®  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 


Daytime  Phone 


FOB92 

1478 


tAn  investment  in  a  Franklin  fund  does  not  guarantee  that  your  retirement  expenses  will  be  met. 


RANKING  THE  200  BEST  SMALL  COMPANIES 


Whcrr  thp 

Company 

Exch 

Ticker 
symbol 

5-year 

average 

ROE 

Sales 
($mil) 

Profits 

($mil) 

$8.3 

Market 
value* 

($mil) 

$92 

5-year 

average 

ROE 

Sales           Profits 

Market 
value 

86 

146 

94 

141 

Input/Output 

0 

IPOP 

18.6% 

$48 

97 

131 

112 

100 

Insituform  Mid-America 

0 

INSMA 

17.7 

62 

6.8 

152 

200 

164 

126 

120 

Insituform  North  America 

0 

INSUA 

9.5 

38 

6.1 

120 

106 

151 

145 

151 

Intercargo 

0 

ICAR      < 

16.4 

45 

4.6 

77 

6 

26 

62 

79 

Intergroup  Healthcare 

0 

IGHC 

48.4 

260 

12.8 

207 

99 

63 

105 

132 

Intertrans 

0 

ITRN 

17.4 

162 

7.5 

103 

187 

162 

122 

124 

InterVoice 

0 

INTV 

10.9 

40 

6.2 

112 

123 

23 

50 

58 

Invacare 

0 

IVOR 

14.8 

276 

15.7 

279 

43 

178 

181 

158 

Jean  Philippe  Fragrances 

0 

JEAN 

24.0 

30 

2.6 

69 

120 

188 

164 
83 

167 

Jones  Medical  Inds 

0 

JMED 

15.1 

23 

3.7 

54 

41 

76 

128 

K  Swiss 

0 

KSWS 

24.8 

128 

9.6 

106 

182 

87 

117 

113 

Kent  Electronics 

n 

KNT 

11.1 

110 

6.5 

128 

34 

24 

21 

42 

Kinetic  Concepts 

0 

KNCI 

26.2 

266 

26.8 

372 

2 

177 

176 

184 

Koll  Management  Svcs 

0 

KOLL 

77.7 

32 

2.9 

36 

9 

182 

100 

102 

Landauer 

a 

LDR 

38.4 

27 

7.8 

146 
234 

124 

119 

68 

70 

Lattice  Semiconductor 

0 

LSCC 

14.8 

75 

11.9 

50 

64 

20 

23 

Lawter  Intl 

n 

LAW 

23.0 

161 

27.5 

573 

77 

30 

11 

11 

Legent 

0 

LGNT 

19.6 

243 

39.9 

996 

188 

14 

26 

84 

Legg  Mason 

n 

LM 

10.8 

306 

24.6 

188 

16 

92 

77 

101 
16 

Lindsay  Manufacturing 
Linear  Technology 

0 

LINZ 

35.4 

108 

10.5 
25.0 

148 

780 

110 

80 

25 

0 

LLTC 

16.2 

119 

63 

90 

82 

96 

Liqui-Box 

0 

LIQB 

21.7 

109 

9.9 

154 

12 

55 

175 

195 

Liuski  Intl 

0 

LSKI 

36.2 

175 

3.1 

24 

133 

16 

55 

125 

Logicon 

n 

LGN 

14.1 

301 

14.0 

110 

103 

165 

133 

88 

Mail  Boxes  Etc 

0 

MAIL 

17.0 

38 

5.9 

180 

195 

106 

168 

183 

Mark  Controls 

0 

MRCC 

9.8 

90 

3.6 

38 

4 

143 

101 

144 

Martech  USA 

n 

MUS 

59.0 

52 

7.7 

90 

40 

79 

85 

107 

Matrix  Service 

0 

MTRX 

25.0 

124 

9.4 

137 

93 

111 

56 

46 

Maxim  Integrated  Prods 

0 

MXIM 

17.8 

87 

13.7 

347 

147 

17 

1 
107 

2 

MBIA 

n 

MBI 

13.3 

299 

170.6 

2,193 

101 

194 

143 

MedChem  Prods 

a 

MCH 

17.1 

20 

7.2 

90 

127 

112 

110 

121 

Medex 

0 

MDEX 

14.6 

87 

6.9 

119 

107 

200 

195 

193 

Medical  Technology  Systems 

0 

MSYS 

16.3 

9 

1.7 

26 

87 

161 

70 

83 

Medicine  Shoppe  Intl 

0 

MSII 

18.6 

41 

11.6 

190 

14 
172 

189 

183 

173 

Medicus  Systems 

0 

MECS 

35.6 

23 

2.5 

46 

130 

146 

127 

Medrad 

0 

MEDR 

11.8 

63 

4.6 

108     • 

79 

181 

182 

133 

Medstat  Systems 

0 

MDST 

19.3 

28 

2.6 

101 

20 

74 

10 

9 

Mercury  Finance 

n 

MFN 

33.7 

129 

42.1 

1,125 

139 

73 

103 

154 

Merrill  Corp 

0 

MRLL 

13.7 

136 

7.7 

71 

177 

65 

/8 

87 

Methode  Electronics 

0 

METHA 

11.5 

154 

10.4 

182 

181 

22 

3 

10 

MGIC  Investment 

n 

MTG 

11.2 

288 

87.0 

1,095 

58 

193 

170 

155 

Micro  Healthsystems 

0 

MCHS 

22.1 

21 

3.5 

71 

a:  American  Stock  Exchange,     n:  New  York  Stock  Exchange,    o:  Nasdaq  market. 

•Includes  all  share  classes. 
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COPYING  POWER. 

PRINTING  ■  POWER. 

5CANNING  POWER.  GET 

I  POWER  TO  PUT  ON 

PAPER  WHAT  YOU  CREATE  ON 


rHE  SCREEN,  n  THE  POWER  TO  SCAN 

24-BIT  COLOR.  ~  THE  POWER  TO  PRINT  IN  24-BIT 

:OLOR.  AT  400  DPI.  FOUR  COLOR  PROCESS  WITH  256 
GRADATIONS  PER  COLOR.  IN  WINDOWS  AND  MACINTOSH! 

GET  THE  POWER  TO  CREATE  HIGH-QUALITY  COLOR  DOCUMENTS  TO 

GET  YOU  THE  PROMOTION.  THE  POWER  TO  WIN  THE  NEW  PIECE 
OF  BUSINESS.  THIS  IS  THE  FUNDAMENTAL  IDEA  BEHIND  THE  CANON 
CIIO  WITH  OPTIONAL  CONNECTIVITY.  TO  GIVE  YOU  HIGH-QUALITY 

COLOR  COPIES.  TO  GIVE  ■  ■■  YOU  THE  POWER  OF  COLOR. 

AFFORDABLE  ENOUGH  Fj         v7751       HI   I   FOR  ANY  SIZE  BUSINESS. 


iUNITl 


RECEPTIONI 


GET  THE  POWER.  CALL 


1992  Canon  U.S  A,  Inc. 

inon  is  a  registered  trademark  ot  Canon  Inc. 
i6bie-JetT"  CJ10  logo,  and  color  mark  are  trademarks  ot  Canon  Inc 
Kintosh*  is  a  registered  trademark  ol  Apple  Computer.  Inc. 
ndows'"  is  a  trademark  of  Microsoft  Corporation 


1-800-OK-CANON. 


THE  POWER  OF  COLOR  IS  YOURS.  Oc\t1  Oil 


RANKING  THE  200  BEST  SMALL  COMPANIES 


Whrrr  thr 

y  rank 

Profits 

Market 
value 

Company 

Exch 

Ticker 
symbol 

MCRS 

5-year 

average 

ROE 

Sales 
($mil) 

Profits 
($mil) 

Market 
value* 
($mil) 

5-year 

average 

ROE 

VfllCIC   IMC 

Sales 

159 

156 

159 

156 

Micros  Systems 

0 

12.6% 

$44 

$4.0 

$71 

23 

184 

194 

166 

MicroTouch  Systems 

0 

MTSI 

31.4 

26 

1.9 

55 

108 

168 

157 

148 

Minntech 

0 

MNTX 

16.3 

37 

4.2 

83 

19 

167 

111 

161 

Mobile  America 

0 

MAME   < 

33.9 

37 

6.9 

65 

27 

121 

132 

159 

Monro  Muffler  Brake 

0 

MNRO 

29.1 

73 

5.9 

68 

80 

40 

45 

57 

Moorco  Intl 

0 

MOOR 

19.3 

210 

17.6 

282 

134 

62 

89 

99 

MS  Carriers 

0 

MSCA 

14.1 

168 

8.9 

152 

109 

41 

67 

95 

Myers  Industries 

a 

MYE 

16.3 

210 

11.9 

156 

53 

96 

150 

172 

LE  Myers  Co  Group 

n 

MYR 

22.7 

105 

4.4 

46 

156 

15 

12 

19 

NACRe 

0 

NREC 

12.8 

305 

38.7 

631 

44 

113 

144 

135 

Nature's  Sunshine  Prods 

0 

NATR 

24.0 

85 

4.9 

100 

137 

47 

36 

32 

Nellcor 

0 

NELL 

13.8 

196 

21.3 

473 

150 

102 

127 

90 

Thomas  Nelson 

0 

TNEL 

13.2 

96 

6.1 

175 

125 

93 

134 

149 

Nichols  Research 

0 

NRES 

14.8 

107 

5.7 

81 

113 

132 

151 

186 

North  Atlantic  Inds 

0 

NATL 

15.8 

62 

4.4 

34 

126 

59 

47 

38 

Oceaneering  Intl 

n 

on 

14.8 

170 

17.3 

400 

130 

50 

35 

50 

Octel  Communications 

0 

OCTL 

14.4 

189 

21.4 

313 

148 

107 

57 

44 

OEA 

n 

OEA 

13.3 

90 

13.5 

364 

92 

58 

97 

108 

Old  Dominion  Freight  Line 

0 

ODFL 

17.9 

171 

7.9 

136 

90 
8 

66 
115 

129 
93 

131 
29 

One  Price  Clothing  Stores 

0 

ONPR 

18.1 

154 

6.0 

103 
500 

Outback  Steakhouse 

0 

OSSI 

38.6 

83 

8.5 

184 

85 

121 

71 

Paxar 

a- 

PXR 

11.0 

113 

6.3 

219 

75 

61 

51 

20 

Paychex 

0 

PAYX 

19.7 

169 

15.4 

617 

185 

163 

169 

168 

PDA  Engineering 

0 

PDAS 

11.0 

38 

3.5 

54 

115 
35 

134 

109 

178 

Penn  Treaty  American 
T  Rowe  Price  &  Assocs 

0 

PTAC 

15.6 

60 

6.9 

41 
538 

33 

16 

25 

0 

TROW 

26.2 

226 

32.9 

165 

199 

173 

177 

Prima  Energy 

0 

PENG 

12.4 

12 

3.3 

41 

136 

120 

71 

69 

Production  Operators 

0 

PROP 

14.0 

74 

11.1 

240 

51 

117 

90 

60 

Progress  Software 

0 

PRGS 

23.0 

78 

8.9 

271 

151 
170 

r      89 

* 

123 

98 
162 

109 

Proteon 

0 

PTON 

13.0 

109 
72 

7.9 

133 

174 

Psicor 

0 

PCOR 

12.0 

3.9 

46 

197 

77 

75 

129 

Radiation  Systems 

0 

RADS 

9.6 

127 

10.6 

104 

69 

124 

174 

170 

Rag  Shops 

0 

RAGS 

20.6 

70 

3.2 

51 

78 

192 

155 

130 

Rainbow  Technologies 

0 

RNBO 

19.4 

22 

4.2 

104 

3 

98 

104 

74 

Rally's 

0 

RLLY 

60.8 

105 

7.6 

217 

104 

97 

137 

163 

Raven  Industries 

a 

RAV 

16.9 

105 

5.6 

61    ' 

91 

1 

13 

72 

Raymond  James  Financial 

n 

RJF 

18.1 

346 

38.5 

219 

190 

196 

158 

117 

Research  Inds 

0 

REIC 

10.7 

18 

4.1 

123 

83 

145 

139 

103 

Respironics 

0 

RESP 

19.1 

49 

5.4 

145 

131 

43 

64 

140 

Rexon 

0 

REXN 

14.3 

202 

12.4 

92 

198 

155 

166 

182 

Ross  Cosmetics  Distrib  Ctrs 

0 

RCDC 

9.6 

45 

3.6 

39 

73 

166 

165 

162 

Rotech  Medical 

0 

ROTC 

19.8 

37 

3.7 

62 

a:  American  Stock  Exchange,     n:  New  York  Stock  Exchange,    o:  Nasdaq  market. 

includes  all  share  classes. 
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For  Over  A  Million 

People  Our  Name  Has 

A  Familiar  Ring. 


To  over  1.2  million  customers 
in  25  states,  ALLTEL  is  the  name  of 
their  local  telephone  company. 

Many  also  know  us  as  ALLTEL 
Mobile  Communications  -  a  leading 
cellular  telephone  company  serving 
high-growth  Sun  Belt  cities. 

As  Systematics,  we're 
recognized  as  the  nation's  premier 
provider  of  data  processing  manage- 
ment,  application  software  and 
outsourcing  services  for  the  financial  and  telecom- 
munications industries. 

And  our  ALLTEL  Supply  and  HWC  Distribu- 
tion subsidiaries  make  us  one  of  the  largest 
distributors  of  telecommunications  and  specialty 
wire  and  cable  products  in  the  nation. 

Thanks  to  a  strategic  focus  on  these  four  key 
business  areas,  ALLTEL  has  become  one  of  the 
nation's  outstanding  growth  companies.  A  com- 


pany  with  a  five-year  total  average  annual  return  of 
23%  and  a  record  of  increasing  the  dividend  for  each 
of  the  past  31  years.  And  we're  positioned  to  ring  up 
even  more  performance. 

Call  now  and  learn  why  ALLTEL  is  the  choice  of 
smart  operators. 

wCIUXEl 

CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 


Call  (501)  661-8999  or  write:  ALLTEL  Corporate  Communications  •  One  Allied  Drive  •  Little  Rock,  Arkansas  72202 


RANKING  THE  200  BEST  SMALL  COMPANIES 


Whprp  thp 

y  rank 

Profits 

Market 
value 

Company 

Exch 

0 

Ticker 
symbol 

5-year 

average 

ROE 

Sales 
($mil) 

$326 

Profits 
($mil) 

$25.9 

Market 
value* 

($mil) 

$484 

5-year 

average 

ROE 

Sales 

114 

7 

22 

31 

Ryan's  Family  Steak  Houses 

RYAN 

15.7% 

39 

38 

2 

5 

St  Jude  Medical 

0 

SUM 

25.1 

220 

92.2 

1,464 

191 

109 

128 

147 

Salick  Health  Care 

0 

SHCI 

10.7 

88 

6.1 

83 

94 

183 

184 

196 

SBE 

0 

SBE!       < 

17.8 

27 

2.4 

18 

70 

25 

46 

66 

Sealright 

0 

SRCO 

20.6 

265 

17.5 

256 

189 

12 

17 

13 

Sensormatic  Electronics 

n 

SRM 

10.8 

310 

31.5 

892 

61 

57 

148 

146 

Software  Spectrum 

0 

SSPE 

21.9 

174 

4.5 

87 

129 

137 

135 

110 

Spaghetti  Warehouse 

n 

SWH 

14.5 

56 

5.7 

132 

142 

179 

192 

194 

Span-America  Medical  Sys 

0 

SPAN 

13.6 

29 

2.1 

25 

29 

86 

95 

112 

Spartan  Motors 

0 

SPAR 

28.7 

111 

8.0 

129 

17 

197 

190 

175 

Stephan 

0 

STOP 

34.3 

13 

2.1 

44 

173 

28 

54 

85 

Sterling  Software 

n 

SSW 

11.7 

251 

15.0 

183 

140 

148 

189 

190 

Stuart  Entertainment 

0 

STUA 

13.7 

47 

2.1 

32 

82 

69 

32 

67 

Sturm  Ruger  &  Co 

n 

RGR 

19.2 

148 

22.2 

252 

32 
163 

105 

149 

91 

Sullivan  Dental  Prods 

0 

SULL 

26.7 

94 

4.4 

175 

10 

108 

94 

Sun  Television  &  Appliances 

0 

SNTV 

12.5 

316 

7.1 

161 

135 

18 

29 

37 

SunGard  Data  Systems 

0 

SNDT 

14.1 

297 

23.7 

409 

166 

29 

66 

59 

Sunrise  Medical 

n 

SMD 

12.3 

244 

12.0 

278 

98 

13 

24 

33 

Superior  Industries  Intl 

n 

SUP 

17.7 

306 

25.4 

463 

84 

37 

96 

105 

Swift  Transportation 

0 

0 

SWFT 
SSAX 

18.9 

220 

7.9 

138 

387 

37 

44 

30 

41 

System  Software  Associates 

25.9 

201 

23.4 

67 

191 

193 

123 

Techne 

0 

TECH 

20.7 

22 

2.0 

112 

42 

128 

72 

55 

Tecnol  Medical  Products 

0 

TCNL 

24.4 

65 

10.9 

290 

186 

4 

18 

15 

Thermo  Instrument  Systems 

a 

THI 

11.0 

344 

28.7 

792 

95 
60 

36 
78 

19 

14 

Tootsie  Roll  Industries 

n 

TR 

17.8 

220 

28.7 

817 
435 

48 

36 

Total  System  Services 

n 

TSS 

22.0 

125 

16.8 

11 

126 

69 

75 

Tseng  Labs 

0 

TSNG 

37.6 

68 

11.8 

214 

174 

72 

130 

126 

Tuesday  Morning 

0 

TUES 

11.7 

136 

6.0 

109 

31 

190 

197 

180 

Ultra  Pac 

0 

UPAC 

27.9 

22 

1.6 

40 

160 

169 

142 

122 

USA  Waste  Services 

0 

USAS 

12.6 

36 

5.1 

117 
96 

24 

174 

124 

138 

Utah  Medical  Products 

0 

UTMD 

31.4 

33 

6.1 

152 

56 

58 

30 

Vencor 

n 

VC 

13.0 

175 

13.5 

498 

176 

42 

38 

34 

VeriFone 

0 

VFIC 

11.6 

209 

21.0 

452 

171 

154 

180 

189 

Vertex  Communications 

0 

VTEX 

12.0 

45 

2.7 

33 

48 

133 

63 

45 

Vicor 

0 

VICR 

23.5 

61 

12.6 

353 

54 

138 

91 

53 

Vital  Signs 

0 

VITL 

22.4 

55 

8.9 

299      • 

52 

158 

131 

92 

Vitalink  Pharmacy  Svcs 

0 

VTLK 

22.8 

44 

5.9 

174 

128 

2 

33 

40 

Werner  Enterprises 

0 

WERN 

14.6 

346 

22.0 

388 

96 

171 

119 

65 

X-Rite 

0 

XRIT 

17.8 

34 

6.4 

259 

81 

70 

34 

39 

Xilinx 

0 

XLNX 

19.3 

142 

21.5 

397 

7 

141 

81 

82 

Zebra  Technologies 

0 

ZBRA 

40.0 

53 

10.2 

192 

5 

170 

179 

160 

Zoom  Telephonies 

0 

ZOOMF 

55.0 

34 

2.8 

66 

a:  American  Stock  Exchange,     n:  New  York  Stock  Exchange,    o:  Nasdaq  market. 

includes  all  share  classes. 
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presents 


The  breakup  of  the  Soviet  Union 
great  opportunities  for  investors 
and  Ul  businesses!  £y* 

Ukraine,  similar  in  size  and  population  to  France,  is  one  of  the  most  economically  potent  of  the 

newly  established  commonwealth  republics. 


Learn  more  about  unlimited  business  and  investment  opportunities  in  the  Ukraine 
at  the  America-Ukraine  Expo  in  Las  Vegas  this  December. 


Seminars,  sponsored  by  the  U.S.  Department  of  Commerce  and  the  Government  of  Ukraine  include: 

Business  Opportunities  in  Ukraine 

Privatization,  an  Overview 

Developing  Joint  Ventures/Joint  Stock  Companies 

Ukrainc/U.S.  Business  Legal  Infrastructure 

How  to  Barter  trade 

How  to  Network  Ukrainc/U.S.  Banks  to  Develop  Flow  of  Money, 

Establish  Letters  of  Credits,  Drafts  and  Currency  Convertability 

Investing  in  Ukraine 

The  Expo 

The  Commonwealth  offers«a  diversity  of  goods,  services  and  investment  opportunities 

«for  U.S.  companies.  Industries  represented  at  the  Fxpo  include: 
iation,  Chemical,  Chemistry,  Commerce,  Computers,  Flectronics/Flectrical,  Engineering,  Energy, 
Equipment/Instrument  Making,  Food/Food  Processing,  Light  Industry,  Textiles,  Machine  Building, 
Medical,  Metallurgy,  Science,  Shipbuilding,  Transportation,  Woodworking  and  More! 

Admission  to  the  exposition  is  FREE  if  registered  in  advance!! 


Sands  Convention  Center  ►  Las  Vegas,  NV 
December  2-4, 1992 

Sponsored  by  The  AMUKE  Group  of  Companies,  Inc 
specializing  in  identifying  new  markets  and  establishing  business  connections  in  the  formerly  known  USSR. 


r? 

for  more  information  confach  P^ 

In  Washington,  D.C.  ►  1  Spargo  &  Associates,  Inc.  ►  4400  fair  Lakes  Court  ►  Fairfax,  VA  22033  >  Tel:  (703)  631-6200  >  Fax:  (703)  818-9177 
In  San  Francisco,  CA  ►  The  AMUKE  Group  of  Companies,  Inc.  ►  1628  Lombard  Sfreef  ►  San  francisco,  CA  94123  -  Tel:  (415)  292-6900  ►  Fax:  (415)  292-7887 


Where  to  find  the 

200  best  small  companies 


A&W  Brands 

709  Westchester  Avenue 
White  Plains,  NY  10604 
(914)  397-1700    Beverages 
M  L  Lowenkron 

Astro-Med 

600  East  Greenwich  Avenue 
West  Warwick,  Rl  02893 
(401)828-4000    Office  equipment 
Albert  W  Ondis 

BMC  Software 

PO  Box  2002 

Sugar  Land,  TX  77487 

(713)  240-8800    Computer  software 

Max  P  Watson  Jr 

Adaptec 

691  South  Milpitas  Boulevard 
Milpitas,  CA  95035 

(408)  945-8600    Computer  equipment 
John  G  Adler 

Michael  Baker 

4301  Dutch  Ridge  Road 
Beaver,  PA  15009 
(412)495-7711    Engineering 
William  G  Thomas 

Boston  Acoustics 

70  Broadway 

Lynnfield,  MA  01940 

(617)  592-9000    Consumer  electronics 

Francis  L  Reed 

AirTran 

7501  26th  Avenue  South 
Minneapolis,  MN  55450 
(612)726-5151    Airline 
Robert  D  Swenson 

Alfa  Corp 

2108  East  South  Boulevard 
Montgomery,  AL  36116 
(205)  288-3900    Insurance-prop  &  casualty 
Goodwin  L  Myrick 

Ballard  Medical  Prods 

12050  South  Lone  Peak  Parkway 
Draper,  UT  84020 
(801)  572-6800    Medical  products 
Dale  H  Ballard 

BancTec 

4435  Spring  Valley  Road 

Dallas,  TX  75244 

(214)  450-7700    Optical  char  recognition 

Grahame  N  Clark  Jr 

Bridgford  Foods 

1308  North  Patt  Street 
Anaheim,  CA  92801 
(714)526-5533    Food 
Allan  L  Bridgford 

Buffets 

10260  Viking  Drive,  Suite  100 
Eden  Prairie,  MN  55344 
(612)942-9760    Restaurants 
Roe  H  Hatlen 

Allou  Health  &  Beauty  Care 

50  Emjay  Boulevard 
Brentwood,  NY  11717 
(516)  273-4000    Cosmetics 
Herman  Jacobs 

Barra 

1995  University  Avenue,  Suite  400 
Berkeley,  CA  94704 
(510)548-5442    Computer  software 
Andrew  Rudd 

Cabletron  Systems 

PO  Box  5005 

Rochester,  NH  03867 

(603)  332-9400    Computer  equipment 

S  Robert  Levine 

Allstate  Financial 

2700  South  Quincy  Street,  Suite  540 
Arlington,  VA  22206 
(703)  931-2274    Financial  services 
Leon  Fishman 

Ben  &  Jerry's  Homemade 

Route  100,  PO  Box  240 
Waterbury,  VT  05676 
(802)  244-5641    Food 
Ben  R  Cohen 

Cambex 

360  Second  Avenue 

Waltham,  MA  02154 

(617)  890-6000    Computer  equipment 

Joseph  F  Kruy 

American  Power  Conversion 

132  Fairgrounds  Road 
West  Kingston,  Rl  02892 
(401)789-5735    Computer  equipment 
Rodger  B  Dowdell  Jr 

American  Reliance  Group 

PO  Box  6426 

La.vrenceville,  NJ  08648 

(609)  896-1921    Insurance-prop  &  casualty 

Bruce  W  Herrick 

Arkansas  Freightways 

PO  Box  840 
Harrison,  AR  72602 
(501)741-9000    Trucking 
F  Sheridan  Garrison 

Bertucci's 

60  Cummings  Park 
Woburn,  MA  01801 
(617)  935-9700    Restaurants 
Joseph  P  Crugnale 

Cannon  Express 

1457  Robinson,  PO  Box  364 
Sprmgdale,  AR  72764 
(501)751-9209    Trucking 
Dean  G  Cannon 

BGS  Systems 

128  Technology  Center 
Waltham,  MA  02254 
(617)  891-0000    Computer  software 
Harold  S  Schwenk  Jr 

Cavco  Industries 

301  E  Bethany  Home  Road,  Suite  178 
Phoenix,  AZ  85012 

(602)  265-0580    Recreational  vehicles 
Alfred  R  Ghelfi 

Biomet 

PO  Box  587 

Warsaw,  IN  46581 

(219)  267-6639    Medical  instruments 

Dane  A  Miller 

Central  Reserve  Life 

17800  Royalton  Road 

Strongsville,  OH  44136 

(216)  572-2400    Insurance-acc  &  health 

Fred  Lick  Jr 

Arnold  Industries 

625  South  Fifth  Avenue 
Lebanon,  PA  17042 
(717)274-2521    Trucking 
Edward  H  Arnold 

Blessings 

One  Crossroads  Drive . 
Bedminster,  NJ  07921 
(908)719-2300    Chemicals-plastics 
Ivan  E  Becker 

Century  Telephone  Enterprises 

PO  Box  4065 

Monroe,  LA  71211 

(318)  388-9500    Utility-telephone 

Glen  F  Post  III 
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The  last  Word  In  hotels  has  been 


seai^eiTRANSLATED  Into  Japanese,  ex. 

in  Tokyo  is  surrounded  by  17  acres  or  trie  city's  lamed  line  phones  and  connections  lor  computer  modems  and 
Chinzan-so  Gardens.  Yet  it  places  you  within  easy  rax  machines.  Each  room  is  served  by  24-hour  multi- 
reach  or  both  the  Imperial  Palace  and  tne  Sninjuku  lingual  concierges.  Pnone  your  travel 
business  district.  Guests  enjoy  our  limousine  to  tne  counselor  or  1-800-332-3442 
Marunoucni  district,  and  transportation  to  nearby  about  tne  notel  that  in  any  pniirSGEISOnSHOtel 
subway  stations,  with  our  compliments.  286  spacious  language  speaks  lor  itself.  CHINZANhSO  TOKYO 


WHERE  TO  FIND  THE  200  BEST  SMALL  COMPANIES                          1 

HHHHHH1HIH 

Chipcom 

118  Turnpike  Road 

Southborough,  MA  01772 

(508)  460-8900    Computer  equipment 

John  R  Held 

Dahlberg                                                                 Equitrac 

4101  Dahlberg  Drive                                                836  Ponce  de  Leon  Blvd 
Golden  Valley,  MN  55422                                         Coral  Gables,  FL  33134 
(612)520-9500    Medical  instruments                      (305)442-2060    Computer  software 
K  Jeffrey  Dahlberg                                                   George  P  Wilson 

Cisco  Systems 

1525  O'Brien  Drive 

Menlo  Park,  CA  94025 

(415)  326-1941    Computer  equipment 

John  P  Morgridge 

Dallas  Semiconductor                                             Expediters  Intl  of  Washington 

4401  South  Beltwood  Parkway                                  PO  Box  69620 
Dallas,  TX  75244                                                    Seattle,  WA  98168 
(214)450-0400    Electronics-semiconductors            (206)246-3711    Freight  forwarding 
C  V  Prothro                                                <            Peter  J  Rose 

Comptronix 

1800  Gunter  Avenue,  PO  Box  1800 
Guntersville,  AL  35976 
(205)  582-1800    Electronics-semiconductors 
William  J  Hebding 

Danek  Group                                                           Falcon  Products 

3092  Directors  Row                                                 9387  Dielman  Industrial  Drive 
Memphis,  TN  38131                                                St  Louis,  MO  63132 
(901)396-2695    Medical  instruments                      (314)991-9200    Furniture 
E  Ron  Pickard                                                          Franklin  A  Jacobs 

Computer  Data  Systems 

One  Curie  Court 

Rockville,  MD  20850 

(301)  921-7000    Computer  services 

Gordon  S  Glenn 

Del  Electronics                                                      Fastenal 

1  Commerce  Park                                                     2001  Theurer  Boulevard 
Valhalla,  NY  10595                                                 Winona,  MN  55987 
(914)686-3600    Electronics                                   (507)454-5374    Building  materials 
Leonard  A  Trugman                                                  Robert  A  Kierlin 

Concord  Computing 

2525  Horizon  Lake  Drive,  Suite  120 
Memphis,  TN  38133 
(901)  371-8000    Business  services 
Dan  M  Palmer 

DH  Technology                                                        Flserv 

1 5070  Avenue  of  Science                                         PO  Box  979 
San  Diego,  CA  92128                                               Brookfield,  Wl  53008 
(619)451-3485    Computer  equipment                     (414)879-5000    Computer  services 
William  H  Gibbs                                                      George  D  Dalton 

Cooker  Restaurant 

1530  Bethel  Road 
Columbus,  OH  43220 
(614)457-8500    Restaurants 
G  Arthur  Seelbinder 

Digi  Intl                                                                  Forest  Laboratories 

6400  Flying  Cloud  Drive                                            150  East  58th  Street 
Eden  Prairie,  MN  55344                                           New  York,  NY  10155 
(612)943-9020    Computer  equipment                     (212)421-7850    Drugs 
Mykola  Moroz                                                          Howard  Solomon 

Cordis 

14201  NW  60th  Avenue 

Miami  Lakes,  FL  33014 

(305)  824-2000    Medical  instruments 

Robert  C  Strauss 

Dimark                                                                   Frontier  Insurance  Group 

2050  Cabot  Boulevard  West                                       196  Broadway,  PO  Box  5016 
Langhorne,  PA  19047                                              Monticello,  NY  12701 
(215)750-6600    Printing                                       (914)796-2100    Insurance-prop  &  casualty 
Michael  L  Wert                                                        Walter  A  Rhulen 

Dionex                                                                    Frozen  Food  Express  Inds 

501  Mercury  Drive                                                      PO  Box  655888 
Sunnyvale,  CA  94086                                               Dallas,  TX  75265 
(408)737-0700    Instruments-scientific                    (214)428-7661    Trucking 
A  Blaine  Bowman                                                     Stoney  M  Stubbs  Jr 

Cosmetic  Center 

8839  Greenwood  Place 
Savage,  MD  20763 
(301)497-6800    Retail-specialty 
Mark  S  Weinstein 

Costar 

One  Alewife  Center 

Cambridge,  MA  02140 

(617)  868-6200    Rubber  &  plastic 

Richard  L  Morningstar 

Electronic  Arts                                                         Gainsco 

1450  Fashion  Island  Boulevard                                  PO  Box  2933 

San  Mateo,  CA  94404                                              Fort  Worth ,  TX  76 1 1 3 

(415)513-7307    Computer  software                         (817)336-2500    Insurance-prop  &  casualty 

Lawrence  F  Probst  III                                                Joseph  D  Macchia 

Empi                                                                      Gendex 

1275  Grey  Fox  Road                                                 901  W  Oakton  Street 

St  Paul,  MN  55112                                                  Des  Plaines,  IL  60018 

(612)  636-6600    Medical  instruments                      (708)  640-4800    Medical  products 

Donald  D  Maurer                                                      John  J  McDonough 

Craft  made  tntl 
2700  112th  Street 
Grand  Prairie,  TX  75050 
(214)647-8099    Building  materials 
James  Ridings 

CSS  Industries 

1401  Walnut  Street 
Philadelphia,  PA  19102 
(215)569-9900    Paper 
Jack  Farber 

Engraph                                                                  General  Binding 

2635  Century  Parkway  NE                                        One  GBC  Plaza 
Atlanta,  GA  30345                                                   Northbrook,  IL  60062 
(404)329-0332    Packaging                                    (708)272-3700    Office  equipment 
Leo  Benatar                                                             Rudolph  Grua 

Enhance  Financial  Svcs  Group 

335  Madison  Avenue 

New  York,  NY  10017    - 

(212)  983-3100    Insurance-multiline 

Wallace  0  Sellers 
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Isn't  it  time  we  all  took  a 

smarter  approach  to  the 

business  of  philanthropy? 


NTRODUCIN 


THE  CHARITABLE  GIFT   FUND 


An  innovative  new  service  from  Fidelity  Investments.  Designed  to 
revolutionize  and  revitalize  the  business  of  giving. 

The  Gift  Fund  enhances  the  value  of  your  charitable  dollars, 
provides  immediate  tax  deductions,  and  allows  you  to  recommend 
contributions  to  qualified  non-profits  at  your  convenience. 

Without  the  usual  legal  and  accounting  hassles,  distribution 
requirements  and  investment  management  responsibilities.  no  more 
time-consuming  paperwork  or  unnecessary  expenses. 

The   Charitable   Gift   Fund.   A   simple,   sensible   alternative   to 

INDIVIDUAL  AND  CORPORATE    FOUNDATIONS.    NEW   FROM    FIDELITY.   TO   REQUEST 
THE  DETAILS,  CALL  A  CHARITABLE  GIFT  FUND  REPRESENTATIVE  TODAY  AT 
1 -800-544-0275,    EXT.    1  6.   OR,   FAX  YOUR   INQUIRY  TO  (617)  248-1  851  . 


Charitable  ^-"/ift  _A 


'ift_/und 

Fidelity g^-3  Investments* 


WHERE  TO  FIND  THE  200  BEST  SMALL  COMPANIES 


Grist  Mill                                                                Insituform  Mid-America 

21340  Hayes  Avenue                                                17988  Edison  Avenue 
Lakeville,  MN  55044                                               Chesterfield,  MO  63005 
(612)469-4981    Food                                            (314)532-6137    Construction 
Ronald  K  Zuckerman                                                Jerome  Kalishman 

Koll  Management  Svcs 

4343  Von  Karman  Avenue 
Newport  Beach,  CA  92660 
(714)833-9360    Real  estate 
Ray  Wirta 

Haemonetics                                                           Insituform  North  America 

400  Wood  Road                                                       3315  Democrat  Road,  Box  181071 

Braintree,  MA  02184                                                Memphis,  TN  38118 

(617)848-7100    Medical  products                           (901)363-2105    Construction 

John  F  White                                                           William  C  Willis  Jr                                      < 

Landauer 

2  Science  Road                                               . 
Glenwood,  IL  60425 
•  (708)  755-7000    Pollution-control  services 
Thomas  M  Fulton                                             1 

Lattice  Semiconductor 

5555  NE  Moore  Court 

Hillsboro,  OR  97124                                          : 
(503)681-0118    Electronics-semiconductors 
Cyrus  Y  Tsui 

Halsey  Drug                                                             Intercargo 

1827  Pacific  Street                                                  1450  E  American  Lane 

Brooklyn,  NY  11233                                                 Schaumburg,  IL  60173 

(718)  467-7500    Generic  drugs                               (708)  517-2510    Insurance-prop  &  casualty 

Jay  Marcus                                                              James  R  Zuhlke 

HealthCare  Compare                                                 Intergroup  Healthcare 

3200  Highland  Avenue                                             1010  N  Finance  Center  Drive 
Downers  Grove,  IL  60515                                         Tucson,  AZ  85710 
(708)719-9000    Business  services                          (602)290-7300    Health  care  svcs 
James  C  Smith                                                         Charles  F  Barrett 

Lawter  IntI 

990  Skokie  Boulevard 

Northbrook,  IL  60062 

(708)498-4700    Chemicals-specialty 

Daniel  J  Terra 

Healthsouth  Rehabilitation                                        Intertrans 

Two  Perimeter  Park  South                                          125  E  John  Carpenter  Freeway,  Suite  900 

Birmingham,  AL  35243                                            Irving,  TX  75062 

(205)967-7116    Health  care  svcs                            (214)830-8888    Freight  forwarding 

Richard  M  Scrushy                                                   Sam  N  Wilson 

Legent 

8615  Westwood  Center  Drive 

Vienna,  VA  22182 

(703)734-9494    Computer  software                   1 

John  F  Burton 

Heartland  Express                                                  InterVoice 

2777  Heartland  Drive                                               1781 1  Waterview  Parkway 
Coralville,  IA  52241                                                 Dallas,  TX  75252 
(319)645-2728    Trucking                                      (214)669-3988    Computer  software 
Russell  A  Gerdin                                                      Daniel  D  Hammond 

Legg  Mason 

1 1 1  South  Calvett  Street,  PO  Box  1476 
Baltimore,  MD  21203                                         i 
(301)  539-0000    Finance-brokerage 
Raymond  A  Mason 

Hi-Lo  Automotive                                                     Invacare 

8601  Tavenor  Lane                                                  PO  Box  4028 
Houston,  TX  77075                                                  Elyria,  OH  44036 
(713)991-6052    Auto  parts                                    (216)329-6000    Medical  products 
T  Michael  Young                                                    A  Malachi  Mixon  III 

IHOP                                                                      Jean  Philippe  Fragrances 

525  North  Brand  Boulevard                                       551  Fifth  Avenue 
Glendale,  CA  91203                                                 New  York,  NY  10176 
(818)240-6055    Restaurants                                  (212)983-2640    Cosmetics 
Richard  K  Herzer                                                     Jean  Madar 

Lindsay  Manufacturing 

PO  Box  156 
Lindsay,  NE  68644 
(402)428-2131    Machinery-farm 
Gary  D  Parker 

Linear  Technology 

1630  McCarthy  Boulevard 

Milpitas,  CA  95035 

(408)  432-1900    Electronics-semiconductors 

Robert  H  Swanson  Jr 

IMCO  Recycling                                                       Jones  Medical  Inds 

5215  North  O'Connor  Blvd,  Suite  940                        1 1604  Lilburn  Park  Road 
Irving,  TX  75039                                                        St  Louis,  MO  63146 
(214)869-6575    Recycling                                     (314)432-7557    Drugs 
Ralph  L  Cheek                                                         Dennis  M  Jones 

IMRS                                                                      K  Swiss 

777  Long  Ridge  Rd                                                   12300  Montague  St 
Stamford,  CT  06902                                                 Pacoima,  CA  91331 
(203)323-6500    Computer  software                         (818)897-3433    Shoes 
James  A  Perakis                                                       Steven  B  Nichols 

Liqui-Box 

PO  Box  494 

Worthington,  OH  43085 
(614)  888-9280    Packaging 
Samuel  B  Davis 

Liuski  IntI 

10  Hub  Drive 
Melville,  NY  11747 

(516)454-8220    Computer  equipment 
Hsing  (Morries)  Y  Liu 

Input/Output                                                            Kent  Electronics 

4235  Greenbriar  Drive                                              7433  Harwin  Drive 
Stafford,  TX  77477                                                  Houston,  TX  77036 
(713)240-2200    Instruments-scientific                    (713)780-7770    Electronics 
Charles  E  Selecman                                                  Morrie  K  Abramson 

Logicon 

3701  Skypark  Drive 

Torrance,  CA  90505 

(310)  373-0220    Electronics-defense 

John  R  Woodhull 

Kinetic  Concepts 

3440  E  Houston  St 

San  Antonio,  TX  78219 

(512)  225-4092    Medical  products 

James  R  Leininger 
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People  who  work  for  Chubb  share  a  common  .culture.  around  the  world.  Chubb's  international 
network  ot  experienced  people  are  thoroughly  trained  to  Chubb's-hidi  standards  of  customer  service. 
They're  also  very  familiar  with  the  local  practices  and  insurance  regulations  where  they  do  business. 
Chubb  underwriters,  loss  control  experts  and  claim  specialists  uphold  the  same  values  of  fairness,  prompt- 
ness and  customer  service  worldwide.  That's  what  distinguishes  Chubb  from  other  insurance  companies. 
For  information  about  Chubb,  call  your  broker  or  agent,  or  1-800-36  CHUBB.  wmr 


Insure  vour  world  with  Chubb 


i^hubh  is  proud  to  participate  in  "American  Playhouse."  Watch  for  it  on  PBS. 


CHUBB 
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Mail  Boxes  Etc 

6060  Cornerstone  Court  West 
San  Diego,  CA  92121 
(619)  455-8800    Business  services 
Anthony  W  DeSio 

Medrad 

271  Kappa  Drive 

Pittsburgh,  PA  15238 

(412)  967-9700    Medical  products 

Thomas  H  Witmer 

Moorco  Intl 

2800  Post  Oak  Blvd,  Suite  5701 
Houston,  TX  77056 
(713)  993-0999    Instruments-control 
George  A  Ciotti 

MS  Carriers 

3171  Directors  Row 
Memphis,  TN  38131 
.  (901)332-2500    Trucking 
Michael  S  Starnes 

Myers  Industries 

1293  South  Main  Street 
Akron,  OH  44301 

(216)253-5592    Rubber  &  plastic 
Stephen  E  Myers 

Mark  Controls 

5202  Old  Orchard  Road 

Skokie,  IL  60077 

(708)  470-8585    Instruments-control 

William  E  Bendix 

Martech  USA 

300  East  54th  Avenue 

Anchorage,  AK  99518 

(907)  561-1970    Pollution  control-services 

Benjamin  C  Tisdale  III 

Matrix  Service 

10701  East  Ute  Street 
Tulsa,  OK  74116 
(918)  838-8822    Oilfield  equip 
Doyl  D  West 

Medstat  Systems 

777  E  Eisenhower  Parkway,  Suite  500 

Ann  Arbor,  Ml  48108 

(313)  996-1180    Computer  services 

Ernest  G  Ludy 

< 

Mercury  Finance 

40  Skokie  Boulevard,  Suite  200 
Northbrook,  IL  60062 
(708)  564-3720    Financial  services 
John  N  Brincat 

Merrill  Corp 

One  Merrill  Circle 
St  Paul,  MN  55108 
(612)646-4501    Printing 
John  W  Castro 

LE  Myers  Co  Group 

2550  West  Golf  Road 
Rolling  Meadows,  IL  60008 
(708)  290-1891    Heavy  construction 
Charles  M  Brennan  III 

Maxim  Integrated  Prods 

120  San  Gabriel  Drive 
Sunnyvale,  CA  94086 
(408)  737-7600    Electronics 
John  F  G  if  ford 

MBIA 

113  King  Street 

Armonk,  NY  10504 

(914)  273-4545    Insurance-multiline 

David  H  Elliott 

MedChem  Prods 

232  West  Cummings  Park 
Woburn,  MA  01801 
(617)  938-9328    Medical  products 
David  A  Swann 

Methode  Electronics 

7444  West  Wilson  Avenue 
Chicago,  IL  60656 
(708)  867-9600    Electronics 
William  J  McGinley 

NACRe 

One  Greenwich  Plaza,  PO  Box  2568 
Greenwich,  CT  06836 

(203)  622-5200    Insurance-prop  &  casualty 
Ronald  L  Bornhuetter 

MGIC  Investment 

250  East  Kilbourne  Avenue 
Milwaukee,  Wl  53202 
(414)  347-6480    Insurance-multiline 
William  H  Lacy 

Nature's  Sunshine  Prods 

PO  Box  19005 

Provo,  UT  84605 

(801)  342-4300    Medical  products 

Alan  D  Kennedy 

Nellcor 

25495  Whitesell  Street 
Hayward,  CA  94545 
(510)  887-5858    Medical  products 
C  Raymond  Larkin  Jr 

Micro  Healthsystems 

414  Eagle  Rock  Avenue 

West  Orange,  NJ  07052 

(201)  731-9252    Computer  software 

Salvatore  M  Caravetta 

Medex 

3637  Lacon  Road 

Hilliard,  OH  43026 

(614)  876-2413    Medical  products 

C  Craig  Waldbillig 

Micros  Systems 

12000  Baltimore  Avenue 
Beltsville,  MD  20705 
(301)  210-6000    Computer  equipment 
Reay  Sterling  Jr 

Thomas  Nelson 
PO  Box  141000 
Nashville,  TN  37214 
(615)889-9000    Publishing 
Sam  Moore 

Medical  Technology  Systems 

12920  Automobile  Boulevard 
Clearwater,  FL  34622 
(813)576-6311    Medical  products 
Harold  B  Siegel 

MicroTouch  Systems 

55  Jonspm  Road 

Wilmington,  MA  01887 

(508)  694-9900    Computer  equipment 

James  D  Logan 

Nichols  Research 

4040  South  Memorial  Parkway 
Huntsville,  AL  35815-1502 
(205)  883-1140    Electronics-defense 
Chris  H  Horgen 

North  Atlantic  Inds 

60  Plant  Ave 
Hauppauge,  NY  11788 
(516)582-6500    Computer  equipment 
Robert  A  Carlson 

Medicine  Shoppe  Intl 

1100  North  Lindbergh  Boulevard 
St  Louis,  MO  63132 
(314)  993-6000    Retail-drugstores 
David  A  Abrahamson 

Minntech 

14605  28th  Avenue  North 
Minneapolis,  MN  55447 
(612)  553-3300    Medical  products 
Louis  C  Cosentino 

Medicus  Systems 

One  Rotary  Center 

Evanston,  IL  60201 

(708)  570-7500    Computer  software 

Richard  C  Jelinek 

Mobile  America 

PO  Box  10729 

Jacksonville,  FL  32247 

(904)  363-6339    Insurance-prop  &  casualty 

Allan  J  McCorkle 

Oceaneering  Intl 
PO  Box  218130 
Houston,  TX  77218 
(713)578-8868    Oilfield  services 
John  R  Huff 

Monro  Muffler  Brake 

2340  Brighton-Henrietta  Town  Line  Road 
Rochester,  NY  14623 
(716)  427-2280    Retail-specialty 
Jack  M  Gallagher 

278 


Forbesi  November  9,  1992 


sll 

^r 


Falcon  2000:  The  biggest  cabin  from 

New  York  to  Los  Angeles  at  .80  Mach 

at  the  lowest  operating  costs. 


Flight 

Early 

'93 


The  world  will  soon 
welcome  the  new 
Falcon  2000  wide- 
body  transcontinen- 
tal twin  jet.  The  business  jet  that 
suddenly  redefines  how  much 
business  jet  you  can  expect  for 
your  money. 

You  will  step  into  the  roomiest 
cabin  of  any  business  jet  in  its 
class.  (More  than  6  ft  headroom, 
7  ft  8  in.  wide,  and  26  ft  long.) 
With  *a    usable   cabin    volume 
even  23%    larger  than  that  of 
the  Challenger,   which   is   gen- 
erally  considered   a   "large- 
cabin"  aircraft. 


You  will  marvel  at  the  perfor- 
mance of  the  Falcon  2000.  Its 
superior   aerodynamic    design, 
combined  with  its  powerful  new 
CFE738   turbofan   engines,   as- 
sures direct  climb  to  FL410  and 
3000  nm   range  at    .80   Mach 
(8  pax,  standard  interior,  NBAA 
IFR  reserves). 

You  will  confront  a  bottom 
line  that  features  dramatically 
low  direct  operating  costs — not 
to  mention  an  unprecedentedly 
affordable  price.  Which  promises 
to  make  the  new  Falcon  2000 
the  greatest  value  ever  in  a 
transcontinental  business  jet. 


Orders   are   now   being  ac- 
cepted.   Better  still,  buy  a  new 
Falcon  .50  today  and  we'll  guar- 
antee 80%  of  its  purchase  price 
on  trade  for  a  Falcon  2000  in  '96 
or  '97.  (Special  conditions  apply, 
so  be  sure  to  contact  us   for 
details.)  Write  on  your  company 
letterhead  or  call  Gene  Rainville, 
Senior  Vice   President   Market- 
ing, at  201-967-2746. 

y 


FalconJet 

Teterboro,  New  Jersey  07608 


WHERE  TO  FIND  THE  200  BEST  SMALL  COMPANIES 


Octel  Communications 

890  Tasman  Drive 
Milpitas,  CA  95035 
(408)321-2000    Telecomm-equip 
Douglas  C  Chance 

Production  Operators 

11302  Tanner  Road 
Houston,  TX  77041 
(713)466-0980    Oilfield  services 
Carl  W  Knobloch  Jr 

Rexon 

1334  Parkview  Avenue,  Suite  200 
Manhattan  Beach,  CA  90266 
(310)545-4441    Computer  equipment 
Michael  0  Preletz 

OEA 

PO  Box  100488 

Denver,  CO  80250 

(303)  693-1248    Electronics-defense 

Ahmed  D  Kafadar 

Old  Dominion  Freight  Line 

1730  Westchester  Drive 
High  Point,  NC  27262 
(919)889-5000    Trucking 
Earl  E  Congdon 

Progress  Software 

14  Oak  Park 

Bedford,  MA  01730 

(6 1 7 )  2  7  5-4  500    Com  puter  software 

Joseph  W  Alsop                                           < 

Proteon 

Nine  Technology  Drive 
Westborough,  MA  01581 
(508)  898-2800    Computer  equipment 
Patrick  Courtin 

Ross  Cosmetics  Distribution  Centers 

111  Commerce  Court 
Duncan,  SC  29334 
(803)  439-7854    Cosmetics 
Daniel  Carter 

Rotech  Medical 

4506  L  B  McLeod  Road,  Suite  F 
Orlando,  FL  32811 
(407)  841-21 15    Medical  products 
William  P  Kennedy 

Ryan's  Family  Steak  Houses 

405  Lancaster  Avenue 
Greer,  SC  29650 
(803)879-1000    Restaurants 
Charles  D  Way 

St  Jude  Medical 

One  Lillehei  Plaza 

St  Paul,  MN  55117 

(612)  483-2000    Medical  instruments 

Lawrence  A  Lemkuhl 

Salick  Health  Care 

8201  Beverly  Boulevard 
Los  Angeles,  CA  90048 
(213)966-3400    Health  care  svcs 
Bernard  Salick 

One  Price  Clothing  Stores 

PO  Box  2487 
Spartanburg,  SC  29304 
(803)  439-6666    Retail-apparel 
Henry  D  Jacobs  Jr 

Outback  Steakhouse 

550  N  Reo  Street,  Suite  204 
Tampa,  FL  33609 
(813)  282-1225    Restaurants 
Chris  T  Sullivan 

Psicor 

16818  Via  del  Campo  Court 
San  Diego,  CA  92127 
(619)  485-5599    Medical  products 
Michael  W  Dunaway 

Radiation  Systems 

1501  MoranRoad 

Sterling,  VA  22170 

(703)  450-5680    Telecomm-equip 

Richard  E  Thomas 

Paxar 

275  North  Middletown  Road 
Pearl  River,  NY  10965 
(914)  735-9200    Industrial  products 
Arthur  Hershaft 

Paychex 

911  Panorama  Trail  South 
Rochester,  NY  14625 
(716)  385-6666    Business  services 
B  Thomas  Golisano 

Rag  Shops 

111  Wagaraw  Road 
Hawthorne,  NJ  07506 
(201)423-1303    Retail-specialty 
Stanley  Berenzweig 

Rainbow  Technologies 

9292  Jeronimo  Road 

Irvine,  CA  92718 

(714)  454-2100    Computer  software 

Walter  W  Straub 

SBE 

2400  Bisso  Lane 

Concord,  CA  94520 

(800)  347-2666    Computer  equipment 

WiNiam  B  Heye  Jr 

PDA  Engineering 

2975  Redhill  Avenue 
Costa  Mesa,  CA  92626 
(714)540-8900    Computer  software 
Louis  A  Delmonico 

Rally's 

10002  Shelbyville  Rd,  Suite  150 
Louisville,  KY  40223 
(502)  245-8900    Restaurants 
Burt  R  Sugarman 

Sealright 

7101  College  Boulevard,  Suite  1400 
Overland  Park,  KS  66210 
(913)344-9000    Packaging 
Marvin  W  Ozley 

Penn  Treaty  American 

3440  Lehigh  Street 

Allentown,  PA  18103 

(215)  965-2222    Insurance-acc  &  health 

Irving  Levit 

Raven  Industries 

PO  Box  5107 

Sioux  Falls,  SD  57117 

(605)  336-2750    Multicompany 

David  A  Christensen 

Sensormatic  Electronics 

500  Northwest  12th  Avenue 
Deerfield  Beach,  FL  33442 
(305)427-9700    Security 
Ronald  G  Assaf 

Software  Spectrum 

2140  Merritt  Drive 

Garland,  TX  75041 

(214)  840-6600    Computer  software 

Judy  0  Sims 

T  Rowe  Price  &  Assocs 

100  East  Pratt  Street 

Baltimore,  MD  21202 

(410)  547-2000    Finance-mutual  fund  mgmt 

George  J  Collins 

Raymond  James  Financial 

880  Carillon  Parkway 

St  Petersburg,  FL  33716 

(813)  573-3800    Finance-brokerage 

Thomas  A  James 

Prima  Energy 

1801  Broadway,  Suite  500 

Denver,  CO  80202 

(303)  297-2100    Oil  &  gas-explor  &  prod 

Richard  H  Lewis 

Research  Inds 

6864  South  300  West 

Midvale,  UT  84047 

(801)  562-0200    Medical  products 

Gary  L  Crocker 

Respironics 

1001  Murry  Ridge  Drive 
Murrysville,  PA  15668- 
(412)  733-0200    Medical  products 
Gerald  E  McGinnis 

Spaghetti  Warehouse 

6120  Aldwick  Drive 
Garland,  TX  75043 
(214)226-6000    Restaurants 
Louis  P  Neeb 
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Health  insurance  covered  your  surgery.  Life 
insurance  protects  your  family.  Car  insurance 
guards  the  old  jalopy.  Your  homeowner's  poliq 
even  protects  the  chair  you're  sitting  in.  Afl  you 
can  lose  is  the  nest  egg  that  lets  you  sit  there. 

Can  you  insure  your  nest  egg?  Absolutely.  Next  time  you  buy  municipal  bonds,  make 
sure  they  come  with  MBIA  insurance.  Whatever  may  happen  to  the  city  or  state  that         I 
issued  your  bonds — your  checks  keep  coming.  Both  Moody's  and  Standard  &  Poors  give 
their  highest  rating,  Triple-A,  to  bonds  that  we  insure. 

Our  protection  is  very  reasonable.  For  the  average  $1,000  bond,  you  give  up  less  than 
five  dollars  in  interest  income  per  year.  Speak  with  your  financial  advisor  Find  out  how 
MBIA  can  help  to  make  your  investments  even  safer  than  your  easy  chair 

Municipal  Bond  Investors  Assurance  Corporation ,  7 13  King  Street,  Arnionk.  New  York  10504 
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WHERE  TO  FIND  THE  200  BEST  SMALL  COMPANIES 


Span-America  Medical  Sys 

PO  Box  5231 

Greenville,  SC  29606 

(803)  288-8877    Medical  products 

Donald  C  Spann 

Swift  Transportation 

1705  Marietta  Way,  Suite  A 
Sparks,  NV  89431 
(702)359-9031    Trucking 
Jerry  C  Moyes 

Vencor 

Brown  &  Williamson  Tower,  Suite  700 
Louisville,  KY  40202 
(502)  569-7300    Health  care  svcs 
W  Bruce  Lunsford 

VeriFone 

Three  Lagoon  Drive,  Suite  400 
Redwood  City,  CA  94065 
.(415)  591-6500    Computer  software 
Hatim  A  Tyabji 

Vertex  Communications 

PO  Box  1277 

Kilgore,  TX  75663 

(903)  984-0555    Telecomm-equip 

J  Rex  Vardeman 

Vicor 

23  Frontage  Road 
Andover,  MA  01810 
(508)  470-2900    Electronics 
Patrizio  Vinciarelli 

Spartan  Motors 

PO  Box  440 
Charlotte,  Ml  48813 
(517)  543-6400    Automotive 
George  W  Sztykiel 

System  Software  Associates 

500  West  Madison  Street,  Suite  3200 

Chicago,  IL  60661 

(312)  641-2900    Computer  software 

Larry  J  Ford 

< 

Stephan 

1850  W  McNab  Rd 
Fort  Lauderdale,  FL  33309 
(305)971-0600    Cosmetics 
Frank  F  Ferola 

Techne 

614  McKinley  Place  NE 
Minneapolis,  MN  55413 
(612)  379-8854    Medical  instruments 
Thomas  E  Oland 

Sterling  Software 

8080  North  Central  Expwy,  Suite  1100 
Dallas,  TX  75206 

(214)891-8600    Computer  software 
Sterling  L  Williams 

Stuart  Entertainment 

400  East  Mineral  Avenue 
Littleton,  CO  80122 
(303)  795-2625    Recreation 
Leonard  A  Stuart 

Tecnol  Medical  Products 

7201  Industrial  Park  Boulevard 
Fort  Worth,  TX  76180 
(817)  581-6424    Medical  products 
Van  M  Hubbard 

Thermo  Instrument  Systems 

504  Airport  Road 

Santa  Fe,  NM  87504 

(617)  622-1000    Instruments-scientific 

Arvin  H  Smith 

Vital  Signs 

20  Campus  Road 

Totowa,  NJ  07512 

(201)  790-1330    Medical  products 

Terence  D  Wall 

Sturm  Ruger  &  Co 

Lacey  Place 
Southport,  CT  06490 
(203)  259-7843    Recreation 
William  B  Ruger 

Tootsie  Roll  Industries 

7401  South  Cicero  Avenue 
Chicago,  IL  60629 
(312)838-3400    Food 
Melvin  J  Gordon 

Vitalink  Pharmacy  Svcs 

1250  East  Diehl  Road- 
Naperville,  IL  60653 
(708)  505-1320    Medical  products 
Stewart  Bainum  Jr 

Werner  Enterprises 

PO  Box  37308 
Omaha,  NE  68137 
(402)895-6640    Trucking 
Clarence  L  Werner 

X-Rite 

3100  44th  Street  SW 

Grandville,  Ml  49418 

(616)  534-7663    Instruments-control 

Ted  Thompson 

Xilinx 

2100  Logic  Drive 

San  Jose,  CA  95124 

(408)  559-7778    Electronics-semiconductors 

Bernard  V  Vonderschmitt 

Sullivan  Dental  Prods 

10920  West  Lincoln  Avenue 
West  Allis,  Wl  53227 
(414)321-8881    Medical  products 
Robert  E  Doering 

Total  System  Services 

PO  Box  1755 

Columbus,  GA  31902 

(706)  649-2204    Financial  services 

Richard  W  Ussery 

Sun  Television  &  Appliances 

1583  Alum  Creek  Drive 

Columbus,  OH  43209 

(614)  445-8401    Retail-consumer  electronics 

Macy  T  Block 

Tseng  Labs 

6  Terry  Drive 

Newtown,  PA  18940 

(215)  968-0502    Electronics-semiconductors 

Jack  Tseng 

SunGard  Data  Systems 

1285  Drummers  Lane 
Wayne,  PA  19087 

(215)341-8700    Computer  services 
James  L  Mann 

Sunrise  Medical 

2355  Crenshaw  Boulevard,  Suite  150 
Torrance,  CA  90501 
(310)  328-8018    Medical  products 
Richard  H  Chandler 

Tuesday  Morning 

14621  Inwood  Road 

Dallas,  TX  75244 

(214)  387-3562    Retail-discount  &  variety 

Lloyd  L  Ross 

Ultra  Pac 

21925  Industrial  Blvd 
Rogers,  MN  55374 
(612)428-8340    Packaging 
Calvin  S  Krupa 

Zebra  Technologies 

333  Corporate  Woods  Parkway 
Vernon  Hills,  IL  60061 
(708)634-6700    Printing 
Edward  L  Kaplan 

Zoom  Telephonies 

207  South  Street 
Boston,  MA  021 11 
(617)423-1072    Telecomm-equip 
Frank  B  Manning 

Superior  Industries  Intl 

7800  Woodley  Avenue 
Van  Nuys,  CA  91406 
(818)  781-4973    Automotive 
Louis  L  Borick 

USA  Waste  Services 

5000  Quorum  Drive,  Suite  325 

Dallas,  TX  75240 

(214)  233-4212    Pollution  control-services 

Donald  F  Moorehead  Jr 

Utah  Medical  Products 

7043  South  300  West 

Midvale,  UT  84047 

(80 1 )  566- 1 200    Medical  products 

William  Dean  Wallace 
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IN  ADVANCED  COMMERCIAL  AVIATION  TECHNOLOGY. 


7  years  before  anyone  else,  Airbus  Industrie  intro- 
duced full  digital,  fly-by-wire  computerized  controls. 
Other  1sts  include  advances  in  wing  designs,  materials, 
aerodynamics,  even  fuel  tanks,  all  to  make  flying  safer 
and  more  economical. 

Technological  innovation  is  1  reason  why  over  100 
customers  have  bought  more  than  1,700  aircraft,  and 
why  Airbus  Industrie  has  become  the  2nd  most  successful 
commercial  aircraft  manufacturer  in  the  world. 
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In  only  20  years,  the  international  consortium  has 
launched  6  advanced  aircraft:  the  A300,  A3 10,  A320, 
A321,A330andA340. 

This  integrated  family  offers  a  complete  range  to 
serve  the  world's  airline  needs.  And  that's  not  all.  At 
Airbus  Industrie,  we're  now  working  on  the  aircraft  that 
will  debut  the  1  sts  of  the  2 1  st  century. 

That's  why,  in  commercial  aviation,  we're  Number  2 
and  leading. 


^L  -33^— T*>    "^i__ 


^aJ~3> 


)  AIRBUS  INDUSTRIE 


COMPUTERS?  COiyiMUNrCATl  DNS 


Sun  workstations  in 

use  in  trading  room 

at  Mitsubishi  Bank, 

Tokyo 

The  mainframe 

crash  is  coming 

late  to  Japan. 


Japan's  backward  computer  market  is  in  upheaval. 
The  losers  will  be  Japanese  mainframe  companies. 
The  winners  are  Sun  Microsystems,  U.S.  software 
companies  and  the  Japanese  economy. 

Rising  Sun 


By  Gale  Eisenstodt 

Sun  Microsystems  Chairman  Scott 
McNealy  glimpses  a  silver  lining  in 
Tokyo's  gloom.  "The  best  thing 
that's  happened  [to  Sun  in  Japan  ]  has 
been  the  enormous  economic  uncer- 
tainty and  slowdown  that  has  hit  the 
Japanese  economy,"  said  McNealy 
during  a  visit  to  Japan  in  August. 

How  so?  Because  computer  down 
sizing — so  late  to  come  to  Japan     is 
accelerating  in  the  economic  down 
turn.  Mainframes  still  compose  33% 
of  Japan's  computer  market,  versus 
23%  in  the  U.S.  Another  22%  of  Ja 
pan's  market  is  made  up  of  midrange 
"office      computers,"      a      product 
unique  to  Japan.  Incompatible  oper 
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ating  systems  are  the  norm  here.  Fu- 
jitsu, Hitachi  .md  s\  •<  ,  which  rule 
Japan's  computer  business,  lock  in 
customers  this  w  ay  and  keep  hardware 
prices  high. 

Now  belt  tightening  Japanese  cor 
porate  computer  customers  are  rebel- 
ling. They  are  shopping  for  cheaper 
open  systems  based  on  Unix  that  link 
together  servers  and  workstations  as 
well  as  personal  computers.  Another 
big     change:     Japanese     companies 
struggling  with   bloated  inventories 
mm]  thinner  profits  want  to  use  infor 
mation  more  strategically.  Thus  inter 
est  is  growing  in  distributed  client/ 
server  svstems,  such  as  the  ones  of 


fered  by  Ninon  Sun  (Sun's  Japanese 
subsidiary);  these  enable  quicker, 
more  decentralized  decision  making. 

"It  is  a  great  time  to  be  out  prosely- 
tizing," says  Gene  Banman,  vice  pres- 
ident of  Ninon  Sun. 

Mountain  View,  Calif. -based  Sun 
has  already  won  a  lot  of  Japanese 
converts  to  its  Unix  workstations. 
Sun's  six-year old  Japanese  subsidiary' 
had  sales  of  around  $600  million  in  its 
fiscal  year  ended  in  June,  nearly  a  fifth 
of  Sun's  worldwide  total.  Nihon  Sun 
hasn't  released  1992  profit  figures, 
but  it  reported  a  14%  pretax  margin  to 
the  Japanese  tax  authorities  in  fiscal 
1991.  This  is  business  that  any  U.S. 
computer  exporter  would  be  thrilled 
to  have. 

With  over  25%  of  the  market,  Sun  is 
the  top  workstation  vendor  in  Japan, 
followed  by  Hewlett  Packard's  joint 
venture  with  Yokogawa  Electric,  with 
a  16%  share.  This  is  the  only  computer 
segment  m  which  a  foreign  company 
has  the  leading  share.  Why?  Japan's 
top  heavy  computer  companies  only 
recently  woke  up  to  the  potential  of 
workstations. 

To  put  the  Nihon  Sun  sales  figure 
in  perspective,  note  that  it  is  greater 
than  the  entire  overseas  sales  of  Cray 
Research,  the  supercomputer  maker. 
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"As  we  enter  the  21st  century,  I  believe  that 

globalization  will  progress  to  a  point  much 

further  than  any  of  us  can  foresee." 

Jong-Hyon  Chey 
Chairman  of  the  Sunkyong  Group 
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With  annual  revenues  of  more  than  $13  billion  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  of 
energy,  international  trade,  petrochemical  products  and  engineering  &C  construction 
places  Sunkyong  in  the  top  five  business  groups  in  Korea.  We  have  growing 
commitments  in  fine  and  specialty  chemicals,  engineering  plastics  and  pharmaceuticals 
as  well  as  telecommunications,  distribution  and  financial  services. 

The  result  in  the  United  States  -  Sunkyong  generates  close  to  $1  billion  in  annual 
revenues  working  with  hundreds  of  American  companies,  and  it  has  strategic 
alliances  with  such  giants  as  Polaroid  and  the  Fleming  Companies. 

These  alliances  reflect  the  focused  application  of  time,  energy  and  resources 
required  for  a  shared  understanding  of  objectives  -  a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated  to  making  a  reality. 

To  find  out  how  Sunkyong  can  help  make  your  vision  a  reality,  contact  John  Rich, 
Sunkyong  U.S.A.,  Inc.,  110  East  55th  Street,  New  York,  N.Y.  10022    Fax  (212)  906-8137. 


FOR     SUCCESS     WORLDWIDE,     SAY 
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Sunkyong  Limited    Sunkyong  Industries    SKC    Sunkyong  Engineering  and  Construction    Yiikong  limited 


Isn't  it  curious  that  politicians  have 
been  vociferating  about  Japan's  sup- 
posed trade  barriers  in  computers? 
They  are  upset  that  Cray  is  having 
trouble  landing  Japanese  government 
contracts,  yet  they  seem  ignorant  of 
American  successes  in  the  far  larger 
workstation  market. 

Sun,  moreover,  believes  it  has  only 
begun  to  tap  the  Japanese  market's 
potential.  Almost  all  of  Sun's  sales  in 
Japan  are  to  engineers  and  scientists. 
Now  Sun  is  trying  to  break  into  the 
broader,  general  business  market  in 
Japan,  as  it  has  in  the  U.S.  (Forbes, 
Apr.  15, 1991),  by  winning  over  com- 
panies that  have  traditionally  pur- 
chased mainframes  and  office  com- 
puters. Japan's  economic  slowdown  is 
a  big  help  here. 

How  fast  is  this  trend  likely  to 
develop?  Dataquest  Japan  estimates 
the  Japanese  workstation  market  was 
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original  equipment  manufacturers, 
including  Fujitsu,  Toshiba,  Nippon 
Steel  and  Fuji  Xerox. 

Sun  gained  prestige  by  signing  up 
big  names  as  distributors.  This  en- 
abled the  company  to  respond  quickly 
to  the  surge  in  demand  for  worksta- 
tions in  the  late  1980s.  Hewlett-Pack- 
ard, which  mosdy  sells  directly,  is  now 
trying  to  imitate  Sun's  distribution 
strategy. 

But  Sun's  strategy  also  has  some 
deficiencies  that  the  company  is  now 
trying  to  correct.  Unwilling  to  give  its 
distributors  too  much  control  over 
sales,  Sun  recently  set  up  a  special 
marketing  force  to  target  big  buyers 
such  as  carmakers  Toyota  and  Nissan 
and  the  telephone  company  NTT.  This 
way  Sun  employees  make  the  pitch, 
but  the  order  is  taken  by  a  distributor, 
much  in  the  way  that  detail  men  in  the 
U.S.  pitch  prescription  drugs  that  will 


$2  billion  last  year  and  will  grow  at  a 
29%  annual  rate  over  the  next  five 
years.  Over  the  same  period,  Data- 
quest  projects  mainframe  sales  will 
decline  4%  a  year,  and  sales  of  those 
unique  office  computers  will  decline 
7%  a  year. 

"The  pace  of  change  is  much  faster 
than  anybody  thought,"  says  Motoko 
Ayabe,  an  independent  Tokyo-based 
computer  analyst.  "It  is  perestroika." 

To  penetrate  the  commercial  mar- 
ket, Sun  must  improve  its  customer 
service  in  Japan.  After  all,  an  office 
worker  is  a  lot  less  likely  than  an 
engineer  to  fix  a  problem  on  his  own. 

Sun's  success  in  Japan  so  far  has  had 
more  to  do  with  its  distribution 
strengths  than  client  support.  Sun  is 
direcdy  responsible  for  only  5%  of  the 
workstations  sold  under  its  name.  The 
bulk  of  sales  go  through  an  army  of 
influential  value-added  resellers  and 


Gene  Banman, 
vice  president 
of  Nihon  Sun 
"It  is  a  great 
time  to  be  out 
proselytizing." 


be  distributed  by  drugstores. 

Sun  is  also  putting  more  effort  into 
image  building  in  Japan  and  into  lo- 
calizing its  product.  Sun  attracted 
37,000  visitors  to  an  exposition  in 
Tokyo  in  late  August.  In  June  Sun 
opened  a  technology  center  in  Kan- 
agawa  prefecture,  near  Tokyo.  The 
newest  line  of  Sun  products  is  tailored 
to  the  Japanese  market,  with,  for  ex- 
ample, an  ability  to  capitalize  on  Inte- 
grated Services  Digital  Network  tech- 
nology, which  is  taking  off  much  fast- 
er in  Japan  than  in  the  U.S.  (FORBES, 
Oct.  12). 

Sun's  competitors,  of  course,  aren't 
asleep.  "By  1996,  50%  of  our  work- 
station and  server  sales  will  come  from 
business  applications,  up  from  10% 
now,"  predicts  Hirofumi  Yamada, 
general  manager  of  Yokogawa-  Hew- 
lett- Packard's  newly  formed  com 
mercial  systems  division.  This  year 
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IBM's  Japanese  salesmen  have  new 
marching  orders:  Push  workstation 
sales  first,  mainframe  sales  second. 
Thanks  to  a  strong  customer  base, 
sales  of  IBM's  RS/6000  workstations 
in  Japan  are  currently  running  at  triple 
the  1991  rate. 

The  triumph  of  U.S.  workstation 
makers  in  Japan,  meanwhile,  opens 
up  Japan's  market  to  U.S.  software 
firms.  Sun  helps  U.S.  software  firms 
localize  their  products  and  even  find 
Japanese  partners. 

Riding  the  coattails  of  Sun's  suc- 
cess, Cadence  Design  Systems,  based 
in  San  Jose,  Calif.,  did  SI 50  million  in 
business  in  Japan  last  year,  mosdy 
selling  software  for  semiconductor 
design. 

Realizing  the  potential  growth  in 
the  commercial  Unix  market,  Oracle 
beefed  up  its  Japanese  subsidiary  two 
years  ago.  Since  then  Oracle's  reve- 
nues have  nearly  quadrupled,  to  some 
S30  million.  Meanwhile,  Japanese 
writers  of  the  proprietary  software 
used  on  mainframes  and  office  com- 
puters are  suffering  from  slug- 
gish sales. 

And  what  of  Japan's  struggling 
computer  makers,  nurtured  on  pro- 
prietary systems?  "We  have  to  ride 
withvthe  trend,"  declares  Seiji  Ko- 
bayashi,  a  deputy  general  manager  at 
Hitachi,  a  big  mainframe  maker.  That 
means  switching  to  open  systems. 
Last  April  Hitachi  started  shipping 
workstations  using  Hewlett-Pack- 
ard's pa- Rise:  microprocessor.  NEC, 
the  leading  PC  maker,  has  charged 
into  the  market.  Last  year  it  won  a 
huge  order  for  its  Unix  workstations 
from  Daiwa  Securities,  raising  its 
share  of  the  market  to  10%. 

Naturally,  this  means  more  compe- 
tition for  Sun.  But  it  will  take  time  for 
Japan's  computer  firms,  wary  of  open 
systems,  to  adjust.  And  when  they  do, 
their  margins  will  narrow.  "The  pro-- 
prietary  business  is  profitable,"  sighs 
Yukio  Ono,  general  manager  of  Fuji- 
tsu's system  marketing  division.  "The 
open  business  is  not." 

One  potential  headache  for  Sun: 
Fujitsu,  which  sells  lots  of  Sun's  prod- 
ucts to  the  engineering  market,  is  now 
pushing  its  own  workstations  in  the 
commercial  market.  So  far.  Sun  offi- 
cials do  not  seem  worried.  Clients  ask 
for  Sun's  better-known  products 
anyway.  ■ 
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77ie  Kodak  Diconix  JQ^printer.     Mthe  mobu 

that  delivers  affordable  /aser^l       |||0  dpi  fexf  al 

graphics,  in  less  desk  space  than  a 

The  Kodak  Diconix  701  printer  deliver^ 
quality  that  makes  your  communications,  and 
you,  look  good.  Yet  it  needs  only  7.4  x  1 1.7"  of  desk 
space,  even  with  the  ingenious  30-page  built-in  paper 
I  feeder.  It's  a  compact  ink-jet  printer,  in  the  award- 
winning  Diconix  tradition,  quiet,  easy-to-use,  sleekly 
indsome.  And  it  prints  up  to  three  pages  per  minute. 
At  less  than  6  lbs.,  including  the  optional 
battery,  this  is  the  definitive  mobile  printer.  Use 
it  at  the  office,  at  home,  or  anywhere  in 
between.  Wherever  you  work,  don't  wait:  call 
for  the  name  of  a  dealer  near  you  in  the 
\U.S.  and  Canada.  J  800  344-0006,  Ext.  413. 
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COMPUTERS/COMMUNICATIONS 


Computer  spies 


COMMENTARY  BY  MITCHELL  KAPOR 


Mitchell  Kapor  is  the  founder  of 
Lotus  Development  Corp.  and  the  president 
of  the  Electronic  Frontier  Foundation. 
Mitch  Ratcliffe,  editor-at-large  for 
MacWEEK,  provided  research  assistance  for 
this  column 


Can  a  company  lawfully  eavesdrop  on 
its  employees'  telephone  calls?  Not  if 
they  have  an  expectation  of  privacy. 
But,  at  least  in  most  states,  the  em- 
ployer can  monitor  conversations  if  it 
tells  the  workers  that  that  is  what  it  is 
going  to  do. 

That  old  legal  issue  surfaces  in  a 
new  technologic  context  in  Silicon 
Valley,  with  disturbing  consequences 
for  your  ability  to  defend  key  informa- 
tion assets.  Take  a  look  at  how  Bor- 
land International— a  company  that 
should  know  better  after  almost  a 
decade  on  the  leading  edge  of  tech- 
nology— may  have  hurt  itself  in  a  case 
involving  an  apparent  theft  of  trade 
secrets. 

The  allegations  in  the  tangled  legal 
affair  are  by  now  well  known.  On 
Sept.  1  Eugene  Wang,  a  vice-president 
of  Borland's  computer  languages  di- 
vision, abruptly  jumped  ship  to  join 
competitor  Symantec  Corp.  A  pattern 
of  suspicious  behavior  in  Wang's  final 
days  suggested  that  perhaps  he  had 
traded  Borland  secrets  along  with  his 
job.  Borland  had  no  proof,  but  it 
knew  where  to  look.  Borland  execu- 
tives opened  Wang's  MO  Mail  ac- 
count, where  they  found,  they  said,  a 
number  of  messages  that  they  believe 
prove  Wang  delivered  Borland  prod- 
uct plans,  memos  and  other  sensitive 
documents  to  Symantec.  The  evi- 
dence thus  uncovered  led  to  police 
searches   of  Wang's   and   Symantec 


Chief  Executive  Gordon  Eubanks' 
homes  and  Symantec  offices,  to  a 
pending  criminal  investigation  of 
Wang  and  Eubanks  and  to  a  civil  suit 
by  Borland  against  Symantec. 

What  has  been  scarcely  addressed  in 
newspaper  coverage  of  these  events  is 
what  this  case  means  to  the  rapidly 
growing  business  of  electronic  mail. 

Let's  back  up  and  consider  the  law 
that  protects  electronic  mail  users,  the 
federal  Electronic  Communications 
Privacy  Act  of  1986.  The  privacy  act 
protects  messages  while  in  transmis- 
sion on  a  public  mail  service  such  as 
mci,  as  well  as  after  messages  are 
received  and  stored  on  that  service. 

Borland  and  its  attorneys,  in  a  hurry 
to  prove  their  suspicions  about  Wang, 
justified  their  intrusion  into  the  mail- 
box as  a  property  right:  Borland  was 
paying  the  bills  for  Wang's  MCI  ac- 
count. "E-mail  is  like  an  in-box  on 
someone's  desk,"  says  Borland 
spokesman  Steven  Grady  in  defense 
of  the  search.  "When  they  leave,  it 
reverts  to  the  corporation." 

Case  closed?  Not  quite.  Borland's 
metaphors  fall  apart  when  tested 
against  the  realities  of  electronic  mail. 
Unlike  in-boxes  on  an  abandoned 
desk,  E-mail  requires  a  password,  and 
it  can  be  administered  by  a  wholly 
separate  communications  company, 
like  mci.  As  it  stands,  in  a  criminal  case 
Wang  could  challenge  the  legality  of 
all  the  evidence  collected  on  the  basis 
of  the  messages  found  in  his  mci 
account.  He  may  also  have  grounds 
for  a  countersuit  under  the  electronic 
privacy  act  and  California  law,  which 
goes  further  in  protecting  individual 
privacy. 

It's  easy  to  understand  the  anger 
Borland  executives  felt  in  discovering 
an  apparent  information  hemorrhage. 
But  the  methods  employed  by  Bor 
land,  which  likes  to  flaunt  its  "barbar- 
ian" ways,  may  have  been  a  little  too 
barbarian  by  the  standards  of  the  i'cd 
eral  statute.  The  one  thing  for  sure  is 
that  all  parties  will  be  involved  in  a 
lengthy  and  expensive  court  battle  to 
sort  this  out.  The  final  result  may  be  a 
draw  between  Borland  and  Symantec, 


and  a  new  definition  of  privacy  for  the 
rest  of  corporate  America. 

Borland  could  have  strengthened 
its  case  against  Wang  if  it  had  followed 
the  recommendation  of  the  Electron- 
ic Mail  Association  to  announce  its 
policies  on  electronic  mail.  As  it  was,  a 
source  says  the  Santa  Cruz  County 
District  Attorney  staff  took  potential 
violations  of  the  electronic  privacy  act 
so  seriously  that  they  used  a  top  com- 
puter-crime prosecutor  from  the  San 
Francisco  area  to  help  write  the  search 
warrants. 

Despite  Borland's  hard-learned  les- 
sons, it  continues  to  refuse  to  imple- 
ment a  formal  E-mail  privacy  policy 
that  declares  just  when  electronic 
messages  sent  from  company  equip- 
ment are  company  property.  Perhaps 
Borland  is  afraid  that  announcing 
such  a  policy  would  simply  remind 
miscreants  to  erase  incriminating  E- 
mail  files  before  they  are  found.  If  so, 
that's  naive  and  shortsighted. 

Some  companies  may  be  reluctant 
to  announce  in  advance  that  they  are 
constantly  snooping.  So  be  it,  but 
then  they  should  refrain  from  scan- 
ning mci  in-boxes.  Whatever  they  do, 
they  have  to  confront  the  reality  of  the 
enormous  power  of  digital  media.  In 
an  age  when  a  company's  most  valu- 
able property  may  be  intangible — the 
source  code  for  a  software  package, 
for  example — an  E-mail  account  may 
amount  to  an  unlocked  door  on  a 
warehouse. 

The  electronic  privacy  act's  proce- 
dures may  need  streamlining,  and  the 
Borland  case  may  be  the  ratchet  that 
makes  the  adjustments.  By  the  time 
Borland  could  have  obtained  court 
authorization  to  examine  Wang's 
electronic  mail,  some  of  the  mcss.igcs 
might  have  been  deleted  by  MCI*S 
automated  five-day  cleanup  function. 
New  legislation  requires  fine  tuning 
in  the  light  of  the  complexities  of  real- 
world  situations  in  order  to  be  cflfcc 
tivc  for  the  purposes  for  which  it  was 
originally  designed.  But  the  lesson 
here  is  that  corporations  must  begin 
to  adjust  their  own  policies  to  fit  the 
technologies  they  use.  M 
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"Simpson  Strong-Tie*  is  the 
world's  leading  supplier  of 
steel  timber  connectors. ..and 
we  traditionally  market  our 
products  through  a  network  o 
dealers  to  engineers,  architect 
and  contractors." 

"But  when  we  decided  to 
get  into  the  home  center  mark1 
we  realized  we'd  have  to  start; 
bar  coding  our  products.  Tha 
meant  printing  over  400  millic 
labels  per  year." 

"After  hearing  a  speaker 
from  Monarch  at  a  bar  coding 
seminar,  I  flew  to  their  home 
office.  They  brought  all  the 
right  people  and  all  the  right 
solutions  to  the  table... the 
printers,  the  applicators, 
the  labels  and  a  complete 
knowledge  of  bar  coding... 
all  from  a  single  vendor." 

"We  started  working  with 
Monarch  in  March,  and  by 
September  we  had  bar  coded 
product  on  the  shelves  of 
home  centers.  It's  already  an 
important  part  of  our  business 

"We  couldn't  have  done  it 
without  the  help  of  Monarch. 
They  continue  to  give  us  the 
care  and  attention  we  need." 

At  Monarch  Marking  Systen 
a  Pitney  Bowes  Company, 
customer  satisfaction  is  a 
commitment  that's  at  the  very 
fiber  of  our  business.  It  shap< 
the  attitudes  and  actions  of  01 
people.  And  it's  reflected  in  ti 
quality  and  reliability  of  our 
products.  What's  more,  we 
back  it  up  with  our  Customer 
Satisfaction  Guarantee™  For 
more  information,  call  1-800 
MR  BOWES  ext.  4508. 


"Monarch  solved  our  bar  coding 
problems... we  couldn't  have 
entered  the  home  s 

center  market  —— *mB° 

without  them." 


vV^mP^ 


Steve  Eberhard 
M.I.S.  Director 
Simpson  Strong-Tie*  Company,  Inc. 
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No  matter  where  or  how  you  do  your  thinking, 
there  is  an  IBM  ThinkPad™  waiting  to  go  with 
you.  The  ThinkPad  700  series  is  a  breathtaking 
display  of  form  and  function,  with  486  SLC 

Introducing 

ThinkPad 


The  ThinkPad  700.  Featuring 
TrackPoint  II. 


The  ThinkPad  300.  Your  ideas 
in  64  crisp  shades  of  gray. 


25  MHz  power,  an  available  50/25  MHz  processor 
upgrade,  the  largest  10.4-inch  TFT  256-color 
screen  (or  a  9.5 -inch  64  grayscale  monochrome 
screen)  and  style  to  spare.  If  you  like  to  think  under 
a  tree  but  know  that  money  doesn't  grow  on  one, 

the  ThinkPad  300 
series  has  the 
same  slim  design 
and  an  even 
slimmer  price  tag. 
And  all  ThinkPads 
are  expandable, 
with  a  range  of  add-on  products  available. 

IBM  ThinkPads  are  easy  on  the  eyes  in  more 
ways  than  one.  Immediately  apparent  is  their 
attractive  silhouette.  But  their  beauty  extends  far 
beyond  the  superficial.  The  700  series  screens  rival 
desktop  display  clarity.  All  screens  are  eminently 


'Warranty  information  available  from  the  Personal  Systems  HelpCenter  or  an 
IBM  authorized  dealer  700T  warranty  is  available  in  the  USA.  and  Canada  only  IBM  is 
a  registered  trademark  and  ThinkPad,  HelpWare  and  HelpCenter  are  trademarks  of 
International  Business  Machines  Corporation  ©  1992  IBM  Corp 
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Use  it  whereve 


readable  and  adjustable.  In  fact,  everything  about 
the  ThinkPad  is  engineered  to  make  life  easier, 
from  the  full-size  keyboard  to  the  front-loading 
diskette  drive.  Some  even  have  removable  hard 
disks  for  easy  upgrades,  security  and  virtually 
unlimited  storage. 


ThinkPad      Model  700C          Model  700           Model  300 

Processor 

486  SLC/25  MHz 

486  SLC/25  MHz 

386  SL/25  MHz 

Display 

10.4" 

Active  Matrix 

256-Color 

Screen 

9.5"  Monochrome 

Display 

64  Grayscale 

Screen 

9.5"  Monochrome 

Display 

64  Grayscale 

Screen 

Battery 
Lifet 

2-4  Hours 

3.8-7.5  Hours 

4-10  Hours 

Weight 

7.6  Lbs. 
with  Battery 

6.5  Lbs. 
with  Battery 

5.9  Lbs. 
with  Battery 

Warranty 

3  Years 
(International) 

3  Years 
(International) 

1  Year 
(International) 

Price* f 

$4,350 

$2750 

$2,375 

depending  on  usage  and  configuration.  nMSRP  Dealer  prices  may  vary. 

With  the  ThinkPad  700,  we  didn't  just  build 
a  better  mousetrap,  we  built  a  better  mouse.  The 
TrackPoint  II,  perfectly  situated  in  the  keyboard, 
lets  you  command  the  entire  screen  with  one 
fingertip. 

And  every  ThinkPad  comes  with  IBM 

HelpWare— a  unique  package  of 
service  and  support  featuring  an 
international  warranty*  and 
round-the-clock,  toll-free  phone 
assistance.  For  more  information 
or  an  IBM  authorized  dealer  near 
you,  call  our  Personal  Systems 
HelpCenter™24  hours  a  day,  7  days 
a  week  at  1  800  772-2227. 
Wherever  you  use  it,  ThinkPad  will  put  your  mind 
in  a  whole  new  place. 


:® 


ou  think  best. 


SUItNUt  &  TECHNOLOGY 


Brain  surgeons  can  now  go  into  the  operating  room 
carrying  realistic  models  of  the  patient's  skull. 
That  takes  a  lot  of  the  by-guess-and-by-golly 
out  of  their  intricate  task. 

Look  and  feel 


By  David  C.  Churbuck 


A  patient  with  a  gunshot  wound  to 
the  head  is  stabilized  and  then  given  a 
computer-assisted  tomography  scan 
so  the  surgeons  will  have  a  picture  of 
the  internal  damage.  The  CAT  scanner 
takes  50  X  rays  of  the  patient's  skull,  in 
slices  spaced  up  to  half  a  milli- 
meter apart. 

Using  a  powerful  image  worksta- 
tion with  a  lot  of  memory — each  slice 
eats  up  half  a  megabyte — the  radiolo- 


gist assembles  the  slices  into  a  three- 
dimensional  view  of  the  injured  area. 
Then  the  surgeons  study  the  comput- 
er and  plan  their  operation,  noting 
anatomical  landmarks  and  taking 
measurements  for  a  plastic  or  metal 
implant  to  fill  the  hole  in  the  skull. 

All  that  high  technology  is  a  grand 
improvement  from  the  crude  X  rays  of 
a  generation  ago.  It  is  not  good 
enough,  however.  It's  just  too  diffi- 


cult to  translate  the  two-dimensional 
image  on  a  screen  into  the  three  di- 
mensions of  reality.  But  now,  thanks 
to  work  being  done  by  California 
researchers,  a  life-size  plastic  model  of' 
the  patient's  skull  can  be  taken  into 
the  operating  room  and  compared 
with  the  real  thing. 
•  Nicholas  Mankovich,  an  assistant 
professor  of  radiology  at  the  Universi- 
ty of  California  at  Los  Angeles,  has 
borrowed  laser  and  plastic  technology 
used  by  mechanical  engineers  to  turn 
three-dimensional  image  data  into  in- 
stant models  of  the  human  skull.  He 
claims  that  the  models  can  cut  the 
time  a  patient  is  in  the  operating  room 
by  40  minutes. 

"Surgeons  are  mechanical,  tactile, 
visual  people,"  says  Mankovich,  a  bi- 
ologist by  training.  "Difficulties  are 
encountered  when  they  try  to  inte- 
grate 50  or  60  slices  of  someone's 
anatomy  and  translate  that  into  where 
to  go,  where  to  cut." 

Mankovich's  system  has  its  heritage 
in  a  process  used  to  apply  coatings  to 


Radiologist 
Nicholas  Mankovich 
with  video,  real  and 
plastic  skulls 
"Surgeons  are 
mechanical, 
tactile,  visual 
people." 
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[  Remember  Ma 


T 

■   T'S  BEEN  OVER  10  years. 

H    But  I  remember  clearly  when 
JLyou  could  get  all  your  telephone 
equipment  support  from  a  single  company. 
Whatever  else  it  was,  it  sure  was  secure 


David  Potter,  CEO 
Source,  Inc. 


But  in  the  90's,  the  manufacturers  are 
falling  all  over  each  other  to  get  out  of 
the  product  support  business.  Their  hot 
button  is  selling  new  equipment. 

So  who  do  you  call? 

Meet  your  new  phone  company:  SOURCE. 
And  welcome  back  the  security  of  added-value 
product  support. 

The  security  of  fast  parts  replacement  All 

makes,  all  ^models  from  SOURCE'S  huge 
computer-tracked  inventory  of  over  25,000 
different  units. 

The  security  of  SOURCE  quality.  Millions 
invested  in  lab  facilities  and  technical  staff 


WhySOURCE 
-  Should  be 
a  Name  that 
Rings  a  Bell 
witnYou* 


back  our  industry's  strongest 
warranty. 

The  security  of  SOURCE 
professionals.  On  hand  24  hours  to 
keep  your  system  up. 

All  that,  plus  SOURCE'S  objectivity 
that  comes  with  being  an  independent. 

It's  no  wonder  that  big  volume  telecom 
departments  and  service  companies  rely 
on  SOURCE  inventory  and  barcoding  to 
save  on  warehousing  costs. 


Call  today  for  your  free  copy  of 
How  to  Save  the  Phones  in  the  90's. 

1«800'624*6348 


Why  is  SOURCE  doubling  in  size  every  three 
years?  Because  we  remember.  We  remember 
who  we're  in  business  to  serve. 


SO,  NOW  WE  CAN  all  forget  about  Ma.  Just 
you  remember  there's  only  one  SOURCE.  For  all 
the  bells  and  whistles. 


Save  the  Phones! 

unmei 
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SCIENCE  a  TECHNOL 


Skull  model  being 
hardened  with  laser 
beam  and,  below, 
as  it  emerges  (upside 
down)  from  poly- 
mer vat;  white  strands 
are  temporary 
supports 
If  you're  not 
careful,  the 
isolated 
portions  just 
float  away. 


linoleum.  The  process  uses  an  ultravi- 
olet light  beam  to  harden  a  photosen- 
sitive polymer  or  plastic.  In  1984 
Charles  Hull,  then  working  for  a  man- 
ufacturer of  ultraviolet  lights,  saw  that 
the  process  had  great  potential  far 
removed  from  floor  coverings:  It 
could  be  used  to  make  three-dimen- 
sional plastic  models  of  parts.  Bor- 
rowing a  term  used  to  describe  an 
analogous  printing  technique,  Hull 
called  the  process  stereolithography 
and  started  3D  Systems  to  market  it. 
A  3D  Systems  machine  starts  with  a 
vat  of  liquid  plastic,  playing  an  ultravi- 
olet laser  beam  over  the  surface  to 
create  a  film  of  hardened  plastic.  Each 
layer,  that  is,  is  made  about  the  same 


way  a  page  is  inked  in  a  laser  printer. 
After  each  pass  of  the  laser  beam,  the 
mass  of  hardened  plastic  is  sunk  deep- 
er into  the  vat  and  gradually  takes  on  a 
three-dimensional  form,  a  slice  at  a 
time.  The  equipment  can  be  used  to 
create  plastic  models  of  mechanical 
parts  as  large  as  5  cubic  feet. 

Chrysler,  one  3D  customer,  has 
used  the  system  to  make  a  model  of  an 
engine  block  in  three  days.  The  old 
way  was  to  start  with  clay  or  wood  and 
then  move  on  to  a  lost  wax  mold,  a 
process  that  can  take  nine  months.  A 
3D  executive  says  Chrysler  engineers 
found  six  design  defects  in  the  plastic 
model  that  they  were  unable  to  see  on 
their  computers. 


Time  is  far  more  critical  to  an  emer- I 
gency  room  surgeon  than  to  a  carl 
designer.  So  Mankovich  set  about I 
applying  3D  Systems  equipment  to 
skull  models.  \ 

Because  a  surgeon  is  mostly  con- 
cerned with  the  injured  portion  of  the 
skull,  Mankovich's  models  are  usually 
only  about  four  inches  thick.  Even  so, 
the  skull  segment  represents  up  to  25 
megabytes  of  information,  enough  to 
keep  a  Hewlett-Packard  or  Silicon  | 
Graphics  workstation  very  busy. 

The  complex  geometry  of  the 
skull — such  as  the  sinuses — makes  the 
process  very  tricky.  "Sometimes  the 
parts  just  float  away,"  says  Manko- 
vich. He  turned  to  Scicon  Technol- 
ogy Corp.,  a  Valencia,  Calif,  stereo- 
lithography  firm,  to  solve  this  prob- 
lem. The  solution  is  to  program 
extraneous  stalks — akin  to  the  sprues, 
or  pour  holes,  of  metal-casting  crafts- 
men— into  the  skull  pattern  being 
formed. 

Mankovich  and  Scicon  also  had  to 
smooth  out  the  jagged  edges  in  the 
CAT  scans.  The  X-ray  slices  are  fairly 
coarse,  running  about  50  to  the  inch, 
yielding  a  visible  stairstep  edge  to 
the  skull.  The  stereolithography  ma- 
chine's output  is  a  stairstep  edge,  too, 
but  a  much  finer  one,  one  that  can 
scarcely  be  seen — the  equivalent  of  a 
laser  printer  doing  300  dots  per  inch. 
So  the  imaging  software  fills  in  diago- 
nal lines  along  the  stairsteps  of  the  CAT 
scan  before  feeding  the  data  to  the 
stereolithography  tank.  Another  trick 
in  getting  a  smooth  skull  is  to  reorient 
the  molding  process  so  the  sharpest 
curves  grow  gradually  rather  than 
abruptly  out  of  the  polymer. 

Mankovich  says  stereolithography 
may  be  used  to  model  any  part  of  the 
body,  and  orthopedic  surgeons  have 
already  used  the  process  to  build  the 
molds  for  casting  artificial  hip  joints. 
The  equipment  needed  to  grow  a 
skull  isn't  much  more  expensive  than 
some  sophisticated  medical  imaging 
devices  in  use  today,  says  Mankovich. 
It  offers  private  physicians  an  oppor- 
tunity to  study  particularly  complex 
cases,  such  as  surgery  on  cheekbones. 
It  can  also  be  used  to  demonstrate 
procedures  to  the  patient  considering 
elective  surgery.  Ultimately,  this  curi- 
ous invention  for  floor  tile  manufac- 
turers may  become  a  valuable  tool  for 
doctors.  Hi 
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"I  hear  you  made  a  breakthrough  in  the  lab." 


"That's  right.  No  one's  published  on  it  yet'.' 


his  is  going  to  be  really  big!' 


"So  where  are  you  getting  so  much  help 


The  answer  is  in  Dialog. 


formation— complete,  precise,  up- 
»-the  minute.  It's  your  most  powerful 
search  tool.  Find  exactly  what  you 
"ed  to  know  fast  in  Dialog,®  the  world's 
rgest  electronic  library.  We  offer  over 
30  diverse,  detailed  databases  readily 
xessible  online  via  computer  and 
lodem,  many  even  on  compact  disc. 


You  probably  won't  have  to  look 
anywhere  else. 

See  your  Information  Specialist 
about  Dialog,  or  call  for  a  free  kit  on 
Dialog  information  for  your  field. 


1-800-3-DIALOG 


Outside  U.S.,  415-858-3785.  Fax  415-858-7069. 


Dialog  Tools  for  Research  &  Technology: 
Research  and  industry  news,  plus  patent, 
trademark,  regulatory  and  competitive 
data.  Conference  proceedings  and  jour- 
nal papers;  newspapers,  newsletters  and 
environmental  data;  technical  hand- 
books and  encyclopedias.  Some  sources 
updated  as  often  as  daily;  newswires 
updated  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 

1992  Dialog  Information  Services,  Inc.,  3460  Hillview  Avenue,  Palo  Alto,  California  94304  All  rights  reserved.  DIALOG  is  a  servicemark  of  Dialog  Information  Services,  Inc.,  Registered  U.S.  Patent  and  Trademark  Office. 
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Reaching  down 
to  the  silicon 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


When  a  computer  programmer  wants 
to  compliment  a  colleague  for  a  par- 
ticularly clever  program,  he  will  say 
that  it  "reaches  all  the  way  down  to 
the  silicon."  The  compliment,  not 
meant  literally,  suggests  that  the  pro- 
gram has  knifed  through  layers  of 
intervening  interpreters  and  comput- 
er languages. 

But  literally  "reaching  down  to  the 
silicon"  is  not  all  that  fanciful.  It 
describes  how  future  generations  of 
computer  hardware  will  become 
quickly  updated. 

There  has  emerged  in  the  past 
two  decades  a  broad  class  of  semicon- 
ductors that  can  indeed  be  pro- 
grammed— in  effect,  wired  and  even 
rewired — in  place.  It  is  quite  possible 
that  these  mutable  chips  may  signifi- 
cantly transform  the  44-year-old 
semiconductor  business.  Investors 
should  be  alert  to  the  implications  of 
these  changes. 

The  technology  is  driven  by  a  basic 
business  problem.  Product  cycles  in 
the  computer  business  are  growing 
shorter  and  shorter — so  short,  lately, 
as  to  begin  to  blur. 

How  long  did  the  Intel  80286 
generation  of  ibmat  and  compatible 
computers  last?  About  six  years.  The 
next  generation  of  computers,  based 
on  the  Intel  80386  microprocessor, 
may  have  had  its  run  in  half  that  time. 
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The  life  span  of  the  80486,  introduced 
in  late  1990,  is  expected  to  be  so  short 
that  machines  built  around  it  are  being 
marketed  with  an  empty  socket  provid- 
ed for  a  future  microprocessor. 

If  you  think  the  pace  is  a  little  too 
breathless  for  consumers,  think  about 
the  tooling  costs  for  companies  that 
specify  and  use  integrated  circuits. 
They  scarcely  get  a  chance  to  make 
back  their  costs  from  one  chip  before 
they  are  pushed  on  to  the  next  one. 

The  solution:  a  mass-produced  spe- 
cies of  blank  chip,  a  sort  of  tabula  rasa, 
that  can  be  turned  into  a  finished 
processor  with  a  few  pulses  of  electric- 
ity shot  through  it  at  the  end  of  the 
production  line.  Changeable  chips 
provide  a  way  for  manufacturers  to 
break  free  from  the  frenzied  dance  of 
retooling  to  match  each  new  genera- 
tion's standards  and  technology. 

The  first  programmable  chips  were 
used  as  prototyping  or  "breadboard" 
tools.  A  hardware  designer  would 
want  to  try  out  a  particular  configura- 
tion of  chip  circuitry  without  spend- 
ing three  to  four  months  and 
$100,000  in  engineering  costs  to  set 
up  a  chip  fabrication  line  for  that 
design.  So  he  would  buy  a  blank  chip 
that  could  be  reconfigured  with  chip 
programming  equipment  and  try  out 
his  circuit  design  that  way.  Concept  to 
prototype  would  take  just  four  days.  If 
the  programmed  chip  performed  as 
intended,  it  would  be  safe  to  commit 
to  a  production  run. 

As  the  cost  of  changeable  chips  has 
dropped,  it  has  become  increasingly 
realistic  to  push  them  forward  from 
prototyping  into  production.  The 
customized  chip  is  sold  as  the  manu- 
facturer's own  product,  at  least  for  a 
while,  and  the  value  is  added  to  the 
chip  by  simply  configuring  it  (or 
programming  it)  for  an  intended 
task,  rather  than  by  manufacturing  it 
from  scratch.  If  it  seems  that  the 
circuit  will  have  a  long  season,  the 
manufacturer  may  ultimately  risk  a 


run  of  dedicated  chips.  But  increas- 
ingly, the  product  simply  evolves 
without  ever  being  frozen  into  a  sin- 
gle design.  Retooling  may  ultimately 
come  to  mean  reprogramming. 

This  change  in  what  programmable 
chips  are  all  about  would  seem  likely 
to  have  a  fundamental  effect  on  in- 
vestments in  the  semiconductor  field. 
Who  are  the  potential  winners? 

Advanced  Micro  Devices,  Xilinx, 
Altera,  Cypress,  Lattice,  Texas  Instru- 
ments and  National  Semiconductor 
are  all  producing  programmable  logic 
chips.  Among  these  companies  my 
clients  already  own  Xilinx.  It  traded 
in  September  at  as  low  as  16V4,  just 
half  the  1991  high.  I  think  it  is  a  buy 
at  a  recent  17. 

Lattice  is  interesting  because  of  its 
work  with  logic  chips  that  are  elec- 
tronically reprogrammable.  That  is, 
you  can  try  out  one  circuit  layout, 
then  erase  what  you  did  and  try 
another.  For  some  of  Lattice's  chips, 
this  can  be  accomplished  without 
even  removing  the  device  from  its 
mount  on  a  circuit  board.  For  Lat- 
tice's customers,  who  sell  electron- 
ics, this  means  that  a  chip  that  is  not 
quite  right  can  be  remanufactured  to 
correct  problems  or  to  add  new 
product  features. 

The  Lattice  customer  winds  up 
with  lower  risk  and  shorter  product 
cycles.  An  integrated  circuit  that  is 
already  in  the  field — in  your  personal 
computer,  say — could  conceivably  be 
upgraded  through  reprogramming  to 
reflect  the  most  recent  technology. 
This  is  truly  programming  at  the  level 
of  hardware. 

All  this  helps  explain  Lattice's  excel- 
lent profit  margin — earnings  before 
interest,  taxes  and  depreciation  are 
typically  21%  of  sales.  On  that  score  it 
is  usually  within  a  hair  of  Intel  and  just 
a  little  behind  Xilinx.  Lattice  has  addi- 
tional income  from  its  cash  position  of 
$67  million,  70%  of  its  total  assets. 

Lattice  is  making  a  transition  from 
its  established  market  in  low-density 
circuits  to  high-density  circuits, 
where  it  will  encounter  stiff  competi- 
tion from  already  well -ensconced 
leaders  like  Xilinx  and  Altera.  Never- 
theless, I  think  it  can  enjoy  earnings 
growth  of  30%  a  year  for  the  next  five 
years.  Even  after  a  good  run  this  year, 
it's  not  a  bad  buy  on  pullbacks  from 
21,  or  19  times  trailing  earnings.   Bl 
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ire  your  PCs  holding  you  back? 


Our  motto. 


jrprisingly,  over  80%  of  PCs  in  American  industry  are 

operating  at  a  fraction  of  their  capacity.  They're 

forming  just  one  task  at  a  time;  requiring  users  to  work 

in  unnatural  fashion. 

!And  that  means  the  workers  using  them  are  operating 

ess  than  their  peak  productivity.  These  days,  American 

siness  can't  afford  that. 

While  other  software  companies 

/e  decided  the  solution  is  to  change 

1  way  60  million  users  work,  we 

rted  from  the  premise  that  a 

oductivity  increase'  that  required  a 

ijor  investment  of  time  and  money  was  an  oxymoron. 

For  instance,  DESQview,  our  multitasking  windowing 

rironment  allows  users  to  run  several  of  their  favorite 

programs  side-by-side,  saving 
time  and  making  the  process  of 
working  more  natural  and  fluid. 
Microsoft  Windows  does  many 
of  the  same  things,  but  it  does  so 
by  putting  an  enormous  burden 
on  the  computer  itself.  Many 
users  are  forced  to  replace  most 
of  their  hardware  and  much  of 
their  software  just  to  use  it. 
That's  clearly  counter-produc- 
tive. Seriously.  How  many 

nutes  a  year  would  a  user  need  to  save  to  pay  back  an 

vestment  of  $1,500  -$2,200  in  new  hardware  and  software? 


DESQview  sells  for  under  $200  and  pays  for  itself  quickly. 

Memory  limits  are  another  weakness  in  many  PCs. 
QEMM-386  makes  virtually  all  the  computer's  memory 
available  to  productivity  programs  while  allowing  room 
for  network  software,  TSRs 
and  new  utilities  like  CD- 
ROM  drivers.  Microsoft  DOS 
5  does  some  of  the  same 
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QEMM  has  won  more  awards  than 

all  other  memory  managers 

put  together. 


DESQview  multitasks  and 
ndows  programs  on  the  PC: 
phics  or  text,  DOS  or  Micro- 
i/t  Windows— side-by-side. 


things,  but  less  effectively. 

Our  QEMM  works  with 
and  improves  MS-Windows 
and  every  DOS  from  3.0  to 
5.0.  It's  the  best  selling 
software  utility  in  the  world. 

Our  new  DESQview/X 
smoothly  brings  PCs  togeth- 
er with  high-end  workstations  under  the  X-Windows 
standard.  You  can  stop  using  PCs  to  do  things  they're  not 
good  at.  Choose  the  best  computer  for  each  task  and  run  it 
from  your  own  PC. 

We  think  our  approach 
is  more  sensible.  Millions 
of  users  apparently  do  too. 
We  simply  add  produc- 
tivity to  the  computers 
you  already  have.  Perhaps 
you  should  look  into 
Quarterdeck  products  for 
your  company's  PCs. 


DESQview/X  is  a  new  breakthrough  that 

allows  computers  throughout  your 

enterprise  to  work  together  smoothly. 
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For  more  information,  contact  Quarterdeck  at  (800)  582-7486,  Ext.  7F1.  Or  see  your  software  dealer: 
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Harvesting  grapes 
in  Gevrey- 
Chambertin, 
Burgundy 
The  Pinot  Noir 
grapes  have  a 
clear  juice. 


Anyone  who's  really  serious  about  wine  will  someday 
take  part  in  harvesting  the  grapes. 

'After  lunch,  monsieur 
will  stomp  the  grapes" 


By  Richard  C.  Morais 

Stomping  grapes  with  my  bare  feet 
has  been  a  fantasy  ever  since  I  was  a 
kid.  I  finally  did  it.  And  not  at  some 
shabby,  cheap  winery.  I  got  juice  be- 
tween my  toes  at  a  jewel  of  a  vineyard 
in  Burgundy's  Gevrey-Chambertin,  a 
three-hour  drive  southeast  of  Paris.  If 
you  want  to  learn  about  wine,  helping 
out  at  harvest  time  is  the  way  to  do  it. 
Gevrey-Chambertin,  a  town  of  just 
a  few  thousand  residents,  is  famous 
throughout  the  wine  world  for  its  56 
vintners  and  eight  grands  crus,  the 
highest -ranked  wines  of  France.  This 
is  Balzac  country:  stone  spires  tipsy 
with  time;  painted  flower  boxes; 
lonely  farm  dogs  barking  during  a 
crisp  fall  night. 
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I  arrived  at  the  Domaine  Michel 
Esmonin  et  Fille  early  on  a  mid-Sep- 
tember morning  during  the  harvest. 
After  passing  by  some  30  pickers  who 
were  in  the  courtyard  eating  thick 
slices  of  spicy  sausage  and  drinking 
wine,  I  was  greeted  by  my  hostess, 
Sylvie  Esmonin.  "The  grapes  have  12 
degrees  of  sugar,"  she  gushed,  pump- 
ing my  hand  excitedly.  "CVrt  magni- 
fique.  It's  been  years  since  we  have 
seen  that."  The  high  sugar  content 
portends  an  especially  strong,  durable 
vintage. 

The  domaine  once  supplied  wine  to 
an  11th-century  monastery;  it  is  now 
run  by  Sylvie  Esmonin,  31,  and  her 
father,  Michel,  54.  Sweet  Pinot  Noir 


grapes  grow  up  a  hill  from  the  Es- 
monin farmhouse  and  produce  some 
20,000  to  30,000  bottles  a  year.  The 
Esmonins'  best  wine  is  a  premier  cru, 
the  Clos  Saint-Jacques,  much  prized 
by  oenophiles.  The  1990  vintage,  just 
botded  and  not  ready  to  drink  until 
1995  or  so,  costs  $30  a  botde  at  the 
vineyard  and  around  $69  (if  you  can 
find  it)  in  New  York  City.  Good 
recent  vintages — notably  1984  and 
1988 — are  sold  out. 

Into  the  vineyards.  The  fall  sun  was 
shining  and  soon  the  pickers  were 
bending  down  between  the  straight 
rows  of  vines.  Experienced  pickers 
with  plastic  bins  strapped  to  their 
backs    orchestrated    the    locust-like 
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Irift  up  the  hill,  tossing  bunches  of 
mall,  luscious  grapes  into  bins  and 
hen  emptying  the  bins  into  a  cart, 
loon  a  tractor  hauled  the  first  cart  of 
grapes  down  to  the  farm. 

In  a  stone  barn  a  small  thresher 
iiechanically  separated  the  stems. 
From  there  the  grapes  were  sucked  up 

tube  and  spat  into  a  large  metal  vat, 
:rushed  by  their  own  weight. 

The  Pinot  Noir  juice  in  the  vat  was 
almost  clear,  despite  the  grape's  dark 
skin.  To  extract  the  burgundy  color 
from  the  skins,  Sylvie  and  her  father 
macerated  the  skins  and  meat  of  the 
grapes  in  the  juice.  They  performed 
this  pigeage  with  a  flat  weight  at  the 
end  of  a  pole,  grinding  the  skins  as  if 
with  a  pestle  and  mortar.  Three  weeks 
later  the  fermenting  grapes  will  be  put 
into  a  press,  which  filters  out  the  skins 
and  seeds.  The  young  wine  will  then 
be  stored  in  oak  kegs  in  the  cellars  for 
two  years  before  bottling. 

Lunchtime.  Sylvie  Esmonin's 
mother,  Michele,  has  made  a  sumptu- 
ous lunch:  tomato  salad,  a  boeuf 
Bourguignon — purple  and  tender 
from  a  wine  marinade — and  a  home- 
made flan. 

A  moment  in  heaven — when  the 
pungent  Comte  and  Morvier  cheeses 
of  the  Jura  slid  down  my  gullet  with  a 
gulp  of  1984  Clos  Saint- Jacques — 
was  suddenly  shattered.  I  started  to 
hear  oeno-babble. 

"Le  vin,  c'est  tres  feminin,"  said 
Sylvie. 

"What  is  femininV  I  asked,  em- 
boldened by  drink.  "I  don't  under- 
stand what  you  mean  when  you  de- 
scribe a  wine  as  'feminine.'  " 

"Feminin  to  me  is  perfume,"  said 
Sylvie,  groping  for  an  explanation. 
"Like  the  smell  of  flowers." 

"Masculin  is  thicker,"  said  Michel. 

"You  mean  stronger?" 

"Non,  non,  non,"  he  said.  "A  fe- 
minin  wine  can  also  be  strong.  It  is 
the  image  of-the  sensation." 

By  the  time  they  got  to  discussing 
"round"  and  "square"  wines,  I 
looked  down  the  long  table  of  laugh- 
ing grape  pickers  downing  shots  of 
brandy.  The  room  began  to  swim. 

"After  lunch,"  Sylvie  announced, 
"Monsieur  Morais  will  stomp  the 
grapes." 

The  stomping  had  all  been  prear- 
ranged by  a  mutual  acquaintance. 
These  days  grapes — especially  valu- 


able grapes  like  the  Esmonins' — are 
crushed  by  presses,  not  human  feet. 
But,  indulging  my  childhood  fantasy, 
the  Esmonins  permitted  me  to  stomp 
a  vat  of  their  grapes  as  a  special  favor. 

Back  in  the  dank  cave  a  bucket  of 
hot  water  was  placed  by  my  side.  I 
washed  my  feet  and  legs  and  then 
gingerly  dipped  my  legs  into  the  cool 
vat  of  grape  residue.  I  pumped  my 
legs,  the  skins  and  seeds  slithering 
through  my  toes. 

The  thrill  was  soon  gone.  Stomp- 
ing grapes  was  like  wading  through 
muesli.  My  childhood  fantasy  dis- 
solved. But  that  1984  Clos  Saint- 
Jacques  more  than  made  up  for  it. 

To  arrange  a  visit  to  a  vintner,  an 
indispensable  sourcebook  is  Le  Guide 
Hachette  Des  7z>w  (Hachette,  $32).  A 
good  English  supplement  coming  out 
this  month  is  Oz  Clarke's  Wine 
Handbook  (Fireside,  $10).  Call  the 
vineyards  in  advance  for  tours  and 
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wine  tastings,  and  ask  for  hotel  rec- 
ommendations. Once  you're  in  town, 
the  hotels  will  have  local  lists  of  the 
smaller  vineyards. 

The  small,  quality  vintners  like  the 
Esmonins'  Domaine  Michel  Esmonin 
et  Fille  (33-80-343644)  usually  try 
harder,  often  making  visitors  sit  down 
to  a  leisurely  tasting  with  a  70 -year- 
old  uncle.  It  is  from  him  that  you  can 
really  learn  about  wines:  when  a  par- 
ticular wine  peaks,  what  it  is  best  to  eat 
with,  the  best  years,  whether  it's  mas- 
culin  or  feminin.  If  you  buy  a  few 
cases,  the  Esmonins  will  arrange  for 
you  to  pick  up  the  wine  from  their 
U.S.  importer. 

In  the  same  category  as  Domaine 
Esmonin  are  the  red  wines  of  Domaine 
Bruno  Clair  (33-80-522895)  and 
Jean  Grivot (33-80-610595).  Patrick 
Javillier  (33-80-212787)  and 
Etienne  Sauzet  (33-80-213210)  pro- 
duce superlative  whites.  H 


LEFT: 

Vintners  Sylvie  and 
Michel  Esmonin 
Faces  behind 
the  vintages. 


Experienced  picker 
offloading  grapes 
The  1990  Clos 
Saint-Jacques 
costs  $30  at 
the  vineyard. 
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We  believed  it  was  the  world's  best. 


The  Citation  V  is  the  world's  fastest- 
selling  business  jet  for  many  good 
reasons  including  its  remarkable  com- 
bination of  speed,  mission  flexibility, 
efficiency  and  size. 

Now  there  is  one  more  reason. 

We  have  completely  redesigned  the 
Citation  V's  cabin.  At  15  feet  in  length, 
it  was  already  the  longest  in  its  class  by 
far.  Now  the  new  cabin  is  even  more 
spacious  and  comfortable  than  before. 

The  integral  headrests  disappear 
within  the  seats.  Cabinetry  is  more 


streamlined.  And  the  new  sidewalk 
flow  in  clean,  unbroken  lines. 

The  new,  softer  look  and  resourcl 
use  of  space  create  a  roomier,  more  J 
open  environment.  Vision  throughcj 
the  cabin  is  virtually  unobstructed. 

The  refreshment  center  is  larger. 
And  the  lavatory  is  new.  So  are  the 
adjustable  pedestal-style  seats.  The 
normally  found  only  on  far  larger  i 
much  more  costly  aircraft. 

The  Citation  V  has  proven  itself  J 
be  far  better  than  competing  jets  i 


—? 


Shown  with  optional  su'iivl  scat 


forld  proved  it.  Then  we  improved  it 


oprops,  consistently  outselling  its 

est  competitor  more  than  four-to- 

With  its  spacious  new  interior,  the 

don  V  is  now  better  than  some- 

l  else,  too. 

is  better  than  ever. 

)r  more  information,  contact 

f  W.  Hay,  Senior.  Vice  President  of 

keting,atl-800-4-CESSNA. 
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A  few  years  ago  some  scientists 
studied  a  group  of  businessmen 
and  the  shirts  they  wore.  The  findings 
were  rather  alarming. 

Is  your  shirt 
lolling  you? 

By  Brigid  McMenamin 

Feeling  a  little  dizzy  lately?  Vision  tailor  uses  these  measurements  to  cus- 
blurred?  Maybe  it's  your  shirt.  Scien-  tomize  a  standard  shirt  pattern.  The 
tists  say  a  tight  collar  squeezes  the  shirt  buyer's  options  include  collar 
carotid  artery.  Short  term,  the  pres-  and  cuff  styles  and  a  wide  range  of 
sure  might  temporarily  impair  your  fabrics.  Prices  depend  mostly  on  fab- 
vision  or  make  you  faint.  Long  range,  ric,  tailor  and  how  many  shirts  you 
you  could  get  permanent  eye  damage,      want  to  order. 

A 1987  Cornell  University  study  of  The  made-to-measure  shirt  is 
businessmen  and  lawyers  found  that  catching  on.  The  Custom  Shop, 
nearly  70%  were  wearing  their  collars 
too  tight.The  study  concluded  that 
the  basic  problem  was  neckties  that 
were  cinched  too  tightly.  But  there 
are  other  dangers.  Shirts  shrink. 
Necks  thicken. 

Whatever  the  cause,  the  problem  is 
easily  remedied.  If  you  buy  your  shirts 
off  the  shelf,  figure  out  your  true  neck 
size.  Don't  do  this  by  putting  a  tape 
measure  around  your  neck,  the  way 
the  salesmen  often  do.  Rather,  take  a 
shirt  whose  collar  fits  you  just  right. 
Spread  the  collar  out  flat  and  measure 
from  the  center  of  the  collar  button 
around  to  the  far  end  of  the  other 
buttonhole.  That's  your  true  neck 
size;  it  may  be  larger  than  what  the 
tags  on  many  of  your  shirts  say.  Re- 
member: Most  fabrics,  especially  cot- 
ton, shrink  with  repeated  washings. 
You  can  allow  for  this  by  buying  shirts 
a  half  neck  size  larger  than  your  mea- 
surements require. 

An  increasingly  popular  alternative 
to  buying  shirts  off  the  shelves  is  to 
buy  made-to-measure  shirts.  This  is  a 
halfway  house  between  ready-to-wear 
and  bespoke  shirts. 

With  made-to-measure  shirts,  a  tai- 
lor takes  a  dozen  or  so  measurements     The  Shirt  Store  President  Carol  Konop  measures 
of  you — neck,    arm   length,   waist,     Women  buy  60%  of  men's  shirts. 
chest,  back,  and  so  on.  In  effect,  the      §■■■ 


which  has  76  outlets  coast  to  coast, 
expects  to  haul  in  $50  million  this 
year,  mostiy  in  sales  of  shirts.  Barneys 
in  New  York  also  offers  made-to- 
measure  shirts.  Price:  $105  to  $185, 
depending  on  the  fabric.  Brooks 
Brothers  makes  them  for  between 
$65  and  $140. 

•  If  you're  really  serious  about 
shirts,  go  bespoke.  Author  Tom 
Wolfe  does.  An  acute  observer  of 
what  men  wear,  Wolfe  has  spent  a  lot 
of  time  thinking  about  shirts  and 
collars.  "Most  males  walk  around 
looking  like  geese  with  rings  around 
their  necks,"  he  says.  To  be  more 
peacock  than  goose,  Wolfe  has  shirts 
custom-made  by  a  New  York  City 
tailor  named  Alexander  Kabbaz  on 
Madison  Avenue.  Kabbaz's  shirts 
typically  run  around  $275. 

Pricey?  Yes  and  no.  "Why  not  buy 
six  wonderful  custom-made  shirts," 
asks  Tom  Wolfe,  "rather  than  a  dozen 
ready-to-wear  shirts  that  don't 
fit  you?" 

Custom  shirtmaking  requires 
above  all  a  talented  tailor  like  Kabbaz, 


customer  Paul  Sheldon 
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YOUR  FIRM 

ARRIVES  IN 

THIS  BOX 


A  corporate  gift  expresses  more  than 
JL  JL  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  They  are  bestowed 
by  everyone  who  prizes  stability  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tiffany  &  Co. 
corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 


PERSONAL  AFFAIRS 


Writer  Tom  Wolfe  in  a  bespoke  shirt  by  Alexander  Kabbaz 
Better  half  a  dozen  that  fit  than  a  dozen  that  don't. 


who  takes  at  least  30  measurements; 
from  these  he  makes  the  unique  paper 
pattern  from  which  your  shirts  are 
made.  Once  the  pattern  is  made,  you 
can  reorder  whenever  you  want — 
until,  of  course,  your  physique 
changes. 

The  venerable  English  haberdash- 
ers— notably  Turnbull  &  Asser  and 
Hilditch  &  Key — offer  bespoke  shirts 
as  well  as  ready-to-wear.  Prices  range 
from  $134  to  $250  each  for  bespoke, 
a  minimum  of  six. 

But  you  needn't  go  to  London  for 
bespoke  shirts.  Most  large  cities  have 
a  few  tailors  like  Alex  Kabbaz  who  can 
do  an  excellent  job.  For  example, 
Hamilton  Shirt  Co.  has  been  making 
bespoke  cotton  shirts  with  ocean 
pearl  buttons  for  109  years  in  Hous- 
ton. Cost:  $90  to  $185  per  shirt. 

At  The  Shirt  Store  in  Manhattan, 
which  specializes  in  ready-to-wear 
shirts,  custom-made  shirts  cost  as 
much  as  $240  each,  and  as  little  as 
$80.  That's  less  than  what  many  off- 
the-shelf  shirts  go  for. 

However  one   buys  one's  shirts, 


Designer/writer  Alan  Flusser 
Beyond  style. 


choosing  the  right  collar  style  is  im- 
portant. Styles  change.  According  to 
Michael  Gorelick,  a  vice  president  at 
menswear  maker  Phillips-Van  Heu- 
sen,  the  spread  collar  of  the  1980s  is' 
giving  way  to  the  point  collar,  which  is 
narrower  and  longer.  H.  Ross  Perot  is 
making  a  fashion  statement  with  the 
pin  collar,  which  holds  points  closer 
together. 

But  don't  let  style  alone  dictate 
your  choice  in  collars.  According  to 
clothing  designer  Alan  Flusser,  au- 
thor of  Clothes  and  the  Man,  men 
should  select  their  collars  with  the 
shape  of  their  faces  in  mind. 

"Generally  speaking,  the  larger  the 
man,  the  larger  the  collar  he  can 
take,"  says  Flusser.  "Use  the  shirt 
collar  to  balance  the  shape  of  your  face 
and  neck."  For  instance,  if  you  have  a 
short  neck,  look  for  collars  that  lie  flat. 
Conversely,  a  medium  or  wide  spread 
collar  will  help  counterbalance  a  thin, 
long  face.  "The  ideal  shirt  collar 
forms  an  upside-down  V,  with  the 
edges  of  the  collar  meeting  at  the 
throat,"  says  Flusser.  He  adds:  "You 
should  always  show  about  one -half- 
inch  of  [shirt  collar]  material  above 
the  collar  of  the  jacket."  And  a  half- 
inch  of  shirt  beyond  the  jacket's  cuff. 

What  about  fabrics?  Believe  it  or 
not,  it  was  Brooks  Brothers,  in  the 
1950s,  that  pioneered  the  easy  care, 
polyester- blend  shirt.  Today  fewer 
than  20%  of  the  dress  shirts  sold  in  the 
U.S.  are  polyester  free,  which  sug- 
gests to  some  that  men  should  take 
their  shirts  more  seriously.  Says  de- 
signer Bill  Blass:  "A  fine-quality  shirt 
contains  not  a  taint  of  polyester." 

Fine  cotton  shirts  can  withstand 
hot  water,  but  they  should  drip  dry. 
Some  experts  say  misting  them  and 
putting  them  in  a  plastic  bag  before 
ironing  makes  ironing  easier. 

If  you  send  your  shirts  out  to  be 
laundered,  Alan  Flusser  has  this  ad- 
vice: "Pay  a  dollar  extra  to  have  them 
done  by  hand."  And  no  bleach. 
"Bleach  can  turn  the  brightest  white 
to  yellow,"  warns  Carol  Konop,  presi- 
dent of  The  Shirt  Store.  "It  can  cut 
the  life  of  a  good  shirt  in  half." 

A  final  word  of  advice:  Give  this 
article  to  your  wife,  girlfriend  or 
daughter.  In  America,  women  buy 
60%  of  all  men's  shirts.  Sighs  designer 
Bill  Blass:  "Men  truly  hate  to 
shop."  wm 
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A  tennis  player's  moment  to  remember  has  a  way  of  replaying  itself  in  the  mind  again 
and  again  for  a  lifetime. 

And  whether  you  happen  to  be  an  A  player  or  a  C  player,  there  is  always  one 
unforgettable  shot  that  put  the  finishing  touch  on  a  match  you  had  never  expected  to  win. 

Such  moments  to  remember  are  made  for  a  Macanudo  cigar.  For  in  an  age  when 
speed  is  all  too  often  the  order  of  the  day,  the  men  of  Macanudo  still  take  more  than  two 
years  to  turn  the  finest  tobaccos  in  the  world  into  cigars  made  entirely  by  hand. 

Just  so  you  can  let  any  moment  worth  savoring  linger  on  and  on  with  all  the  taste  and 
aroma  of  the  ultimate  cigar. 

©1991MontegoYCia 


COLLECTORS 


PERSONAL  AFFAIRS 


Medieval  arms  and  armor  were  dangerous  to  those  who 
got  in  their  way.  They  can  still  be  hazardous  for  people 
who  now  collect  them. 


Arms  talk 


By  Christie  Brown 

In  1983,  ata  Sotheby's  auction,  an 
entrepreneur  named  Barry  Trupin 
plunked  down  $3  million  for  a  suit  of 
armor  that  was  made  in  about  1540 
for  Henry  II  of  France  (see  photo). 
Trupin  wanted  the  armor  as 
the  crowning  touch  to 
Dragon's  Head,  the  beach- 
side  mansion  in  Southamp- 
ton, N.Y.  Trupin  was  redo- 
ing it  in  a  medieval  motif, 
reportedly  costing  $25  mil- 
lion. But  Trupin's  securi- 
ties and  brokerage  busi- 
ness, Rothschild  Reserve 
International,  went  out  of 
business  in  the  late  Eight- 
ies; Dragon's  Head  was 
sold  this  summer  for  a  mere 
$3.2  million. 

The  armor — which  is 
now  back  on  the  market — 
was  a  better  investment 
than  Dragon's  Head.  Ar- 
mor experts  predict  it 
should  eventually  fetch 
near  what  Trupin  paid. 

With  seven-figure  prices 
being  paid  for  items  so  easy 
to  copy,  you  would  think 
that  the  woods  would  be 
full  of  forgers.  They  are. 
Experts  estimate  70%  of  all 
European  arms  and  armor 
on  the  market  are  either 
reproductions  or  outright 
forgeries. 

"They  are  making  fakes 
hand  over  fist  in  India  and 
Eastern  Europe,"  sighs 
Nicholas  McCollough, 
head  of  the  arms  and  armor 
department  at  Sotheby's  in 
London  and  New  York. 
"There  are  also  big  indus- 
tries in  Spain  and  Italy  in 
high-quality  fakes  made  to 
deceive — it's    been    going 


on  since  1 840,  when  the  baronial  look 
came  back  in  style." 

Like  classic  cars,  even  highly  valued 
suits  of  armor  often  lack  some  original 
parts.  Full  suits  of  armor,  used  in 
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Suit  of  armor  made  for  Henry  II  around  1540 

Sold  for  $3  million  in  1983,  now  back  on  the  market. 


Europe  from  the  15th  through  the 
18th  centuries,  were  composed  of  up 
to  100  separate  pieces,  with  inter- 
changeable parts  for  ground  fighting, 
tournament  fighting  or  wearing  in  a 
parade.  Over  time,  pieces  got  lost. 
Now  most  old  suits  of  armor  on  the 
market  are  composites — made  up 
from  several  suits,  or  fixed  up  with 
newly  machined  parts. 

Originality  makes  an  enormous  dif- 
ference in  price.  An  original  and  com- 
plete suit  of  armor  from  the  late  17th 
century  may  be  worth  about 
$80,000.  But  if  the  same  suit  embod- 
ies parts  from  other  period  pieces  or 
newly  made  pieces,  the  value  drops  to 
around  $30,000.  And  a  high-quality 
19th-century  copy  can  be 
had  for  about  $7,000. 

For  $3,495,  San  Francis- 
co's The  Sharper  Image  will 
sell  you  a  brand-new  copy 
of  a  15th-century  suit  of 
armor  that  was  made  for  the 
royal  court  of  Spain.  Com- 
plete with  sword,  it  is  made 
in  Toledo,  Spain,  weighs 
about  75  pounds  and 
stands  over  6  feet  tall. 

In  this  field,  novices  learn 
fast  or  get  soaked.  On  a  visit 
to  Switzerland  in  1967,  Se- 
attle ophthalmologist  Dr. 
Herschel  Boyd  and  his  wife, 
Marili,  walked  into  the  Ga- 
lerie  Fischer  auction  house 
in  Lucerne  and  were  en- 
tranced by  an  armor  display. 
One  particular  piece  up  for 
auction  caught  their  eye — a 
shining  suit  of  armor  in  per- 
fect condition.  That  alone 
should  have  triggered  warn- 
ing bells.  "I  kept  bidding 
and  the  price  went  up  and 
up,"  recalls  Marili. 

Marili  Boyd  continues  the 
story:  "Then  a  dealer  next 
to  me  said  if  there  was 
someone  who  knew  less 
about  armor  than  I  did,  it 
was  the  man  I  was  bidding 
against.  The  piece  was 
about  100  years  old  and 
had  no  value  whatsoever." 
Marili  dropped  out;  the 
other  bidder  got  it  for 
about  $10,000. 

Having  made  a  lucky  es 
cape,  but  also  having  dead 
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German  helmet  made  around  1470 

About  70%  of  European  armor  on  sale  is  fake. 


Herschel  and  Marili  Boyd  in  their  Seattle  home 

One  of  the  best  private  collections  in  the  world. 


ed  to  start  collecting  armor,  the  Boyds 
vowed  thereafter  to  seek  professional 
advice.  They  now  double-check  every 
piece  they  purchase  with  Peter 
Gwynn,  a  noted  British  collector  andj 
dealer.  Other  sources  have  included 
the  Galerie  Fischer  and  the  experts  at 
Christie's  and  Sotheby's  in  London. 

The  Boyds  have  now  amassed  one 
of  the  best  private  collections  of  Euro- 
pean arms  and  armor  in  the  world. 
Numbering  about  100  pieces  dating  I 
from  700  to  1700,  the  collection 
includes  tunics  of  chain  mail,  swords, 
pole  arms,  helmets  and  gauntlets. 
These  pieces  decorate  the  walls  of  a] 
formal  gallery  in  the  Boyds'  home  in 
Seattle. 

Like  most  good  collections,  the 
Boyds'  medieval  arms  bring  history  to 
life.  The  nine  pieces  of  parade  ar- 
mor— a  helmet,  shield,  breastplate, 
gauntlets,  armored  saddle  and  a  steel 
chanfron  (armor  for  a  horse's  head) — 
were  made  for  Emmanuel  Philibert, 
Duke  of  Savoy,  in  1560.  A  sleekly 
designed  helmet  with  blackened  eye- 
slits  and  hinged  visor  was  worn  during 
the  time  of  the  battle  of  Agincourt  in 
1415,  when  Henry  V  invaded  France. 
And  a  4-foot-long  sword  dating  from 
1099  was  captured  during  the  Cru- 
sades by  the  Ottomans,  who  later 
inscribed  vindictive  messages  in  be- 
tween the  Christian  symbols  on  the 
blade.  "They  say  things  like  'death  to 
whomever  wields  this,' "  explains 
Boyd  with  relish. 

The  Boyds  have  only  one  complete 
suit  of  armor;  it  stands  guard  in  their 
den.  It's  not  their  favorite  since  it  is  a 
composite,  made  from  about  six  suits 
dating  from  1470.  But  they  like  the 
provenance.  The  suit  was  once  owned 
by  William  Randolph  Hearst,  who 
had  a  huge  arms  and  armor  collection 
in  the  1930s. 

The  best  public  collection  of  arms 
and  armor  in  the  country  is  at  New 
York  City's  Metropolitan  Museum  of  | 
Art.  Meanwhile,  a  fine  loan  exhibit 
from  the  oldest  and  largest  surviving 
armory  in  Europe  is  now  touring  the 
country  for  the  first  time.  "Imperial 
Austria:  treasures  of  art,  arms  and 
armor  from  the  State  of  Styria"  is  at 
the  Smithsonian  Institution  in  Wash- 
ington, D.C.  through  Jan.  24,  1993 
and  will  be  at  the  Museum  of  Fine 
Arts  in  Houston  Mar.  14  through 
June  27,  1993.  H 
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BEHIND  THE  FIGURES 


EDITED  BY  JOHN  R.  HAYES 


Super-agent 

Book  agent  Robert  Gottlieb  has 
lost  50  pounds  since  May,  but  not  an 
ounce  has  come  from  his  ego.  "I  have 
a  track  record  as  someone  who  under- 
stands the  creation  of  wealth  out  of 
thin  air,"  says  Gotdieb,  who  repre- 
sents writers  from  his  book-lined  of- 
fice at  New  York's  William  Morris 
Agency.  "I  have  clients  who  make 
more  money  than  Schwarzenegger." 

Book  publishing  was  a  backwater  at 
Morris  when  Gottlieb  joined  the  firm 
(yes,  in  the  agency's  mailroom)  in 
1976.  He  clawed  his  way  up  to  book 
agent  and,  in  1984,  signed  on  a  then- 
obscure  thriller  writer  named  Tom 
Clancy,  who  had  just  sold  Hunt  For 
Red  October  to  a  small  publisher  for  a 
$25,000  advance.  This  past  August, 
Gotdieb  sold  the  North  American 
book  rights  for  Clancy's  next  opus, 
Without  Remorse,  for  more  than  $20 
million.  Gotdieb  also  represents  Alex- 
andra Ripley.  Scarlett,  her  sequel  to 
Gone  With  the  Wind,  could  gross 
more  than  $50  million  with  television 
and  foreign  rights.  The  Morris  agency 
takes  its  standard  10%  on  both  deals. 

In  mid- October  William  Morris 
announced  it  will  buy  Triad  Artists,  a 
talent  agency  that  is  strong  in  Holly- 
wood, where  Morris'  influence  has 
declined.  The  acquisition  thrills  Gott- 
lieb, who  was  appointed  to  Morris' 
board  a  year  ago.  Asked  why  he  hasn't 
followed  dozens  of  other  successful 
agents  out  the  door,  he  replies:  "I'm 
amongst  a  handful  of  individuals  who 
will  inherit  a  multibillion-dollar  busi- 
ness. What  would  be  the  advantage  to 
leaving?" 

Price  wars 

When  the  big  U.S.  Treasury  securi- 
ties dealers  that  own  GovPX  Inc. 
asked  A.  Laurence  lones  to  be  chief 
executive,  the  computer  systems  ex- 
ecutive was  dubious.  "Is  this  a  real 
company?"  he  asked. 

Fair  question.  GovPX  was  started 
last  year  to  give  traders  fast  and  accu- 
rate price  quotations  for  the  huge 
secondary  market  in  U.S.  Treasurys. 
But  GovPX  is  owned  by  47  big  dealers 
who  previously  had  shared  prices  only 
among  themselves.  Outsiders  had  to 
rely  on  the  dealers'  verbal  quotations 
or  on  Dow  Jones'  Telerate,  which 
publishes  broker-dealer  Cantor  Fitz- 


Robert  Gottlieb, 
William  Morris 
Agency 
Wealth 
out  of 
thin  air. 


Laurence  Jones,  chief  executive,  GovPX  Inc. 
"Is  this  a  real  company?" 


gerald's  quotations.  Skeptics  suspect- 
ed that  GovPX  was  making  a  show  of 
opening  its  market  to  placate  Con- 
gress, which  was  concerned  over  Wall 
Street's  grip  on  trading  in  Treasurys. 

Jones,  39,  figured  the  job  would  be 
a  challenge,  and  took  it  in  January.  So 
far  GovPX's  prices  appear  on  only 
2,000  terminals,  against  Tclerate's 
75,000.  But  Jones  seems  to  be  reas- 
suring the  skeptics.  In  contrast  to 
Telerate's  single-broker  prices, 
GovPX  promises  the  best  bids  and 
offers,  culled  electronically  from  all  its 
47  dealers. 

Jones  says  he  hopes  to  interest  Reu- 


ters, Bloomberg  and  Knight-Ridder 
in  offering  GovPX's  price  service  as 
part  of  their  basic  packages.  That 
would  put  GovPX  on  85,000  termi- 
nals. "We  want  to  be  the  New  York 
Stock  Exchange  ticker  of  the  fixed- 
income  markets,"  says  Jones. 

-Matt  Rees 


Beyond  Godiva 

Is  IT  gentlemanly  of  the  man  who 
made  Godiva  Chocolates  an  upmar- 
ket name  a  decade  ago  to  whisper  now 
that  the  queen  of  high-priced  choco- 
lates wears  no  clothes?  Nay,  even  to 
bad-mouth  her  as  a  symbol  of — quelle 
horreur — "industrial  chocolates"? 

Albert  Pechenik,  president  of  Go- 
diva from  1978  to  1982,  may  ever  be  a 
gentleman,  but  he  is  first,  last  and 
always  a  salesman  (Forbes,  Jan.  17, 
1983).  What  he  is  selling  now,  after  a 
decade  of  consulting  for  European 
chocolate  makers,  is  beyond  Godiva: 
Martine's  Chocolates — truffles  and  a 
score  of  other  bonbons  made  piece  by 
piece  before  your  very  eyes  from 
cream,  butter  and  chocolate  imported 
fresh  from  the  Continent. 

"Think  of  it!"  exults  Pechenik,  58. 
"The  scent  of  melting  chocolate.  All 
the  motion  of  it  being  hand  mixed 
and  poured  into  shells.  The  tasting 
And  all  these  people  looking  tor  in 
stant  gratification." 
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WhoHasAWorldof 
International  Experience? 


Zurich- American.  We  cover  the  globe  in  order  to 
cover  your  business. 

In  fact,  as  part  of  the  worldwide  Zurich  Insurance 
Group,  one  of  the  largest  insurance  organizations, 
we  can  offer  a  worldwide  network  doing  business  in 
over  80  different  countries. 

And  risk  management  products  and  services 
are  our  only  concern.  So  you  are  assured  of  in-depth 
understanding,  commitment  and  professionalism, 
both  for  foreign  exposures  of  American  companies 
and  American  subsidiaries  of  foreign  corporations. 

So,  if  you're  looking  for  truly  expert  international 
service,  just  look  to  Z-A.  Zurich-American. 


ZUWCH-AMERJCAN 

is       INSURANCE  GROUP 
American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  "American  Guarantee  and  Liability  Insurance  Company  •  Executive  Offices.  Schaumburg.  IL  60196 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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All  at  a  price,  of  course.  At  $26  a 
pound,  Pechenik's  chocolates  are 
trolling  for  the  same  carriage  trade  he 
brought  to  Godiva  (which  is  owned 
by  Campbell  Soup  Co.).  But  here,  he 
says,  is  the  genuine  article.  "Choco- 
late made  by  hand  in  daily  batches 
should  not  be  confused  with  industri- 
al chocolates,"  he  sniffs. 

And  the  proper  venue?  Pechenik 
sells  his  chocolates  in  a  400-square- 
foot  shop  on  the  6th  floor  of  Manhat- 
tan's Bloomingdale's.  But  Bloomie's 
is  only  a  launch  pad.  "It's  a  concept 
that  would  create  traffic  in  other 
department  stores  and  malls," 
says  Pechenik. 

Pechenik  sees  himself  tapping  into 
a  major  trend:  Americans  hungry  "for 
fresh  foods  made  the  way  they  used  to 
be  50  or  60  years  ago,  before  preser- 
vatives and  substitutes." 

Yes,  but  will  old-style  bonbons 
really  go  down  with  the  "good  food" 
crowd — calorie  and  fat  counters  all? 
"We  need  to  treat  ourselves,"  says 
Pechenik.  "Look  at  me.  At  5-foot-8 
and  175  pounds,  I'm  a  little  chunky, 
but  I'm  not  gross." 

-Richard  Phalon 

"A  very  sensitive  project" 

Nick  Mountstephen's  weekly  busi- 
ness news  tabloid,  The  Vietnam  In- 
vestment Review,  is  Vietnam's  first 
foreign  media  venture  since  the  U.S. 
military's  Stars  and  Stripes  pulled  out 
nearly  20  years  ago.  Published  in  Ha- 
noi, the  Review  usually  runs  26  pages 
and  is  unabashedly,  but  gendy,  pro- 
free  market.  Most  readers  are  foreign- 
ers looking  for  investment  opportuni- 
ties. Ad  rates:  $7  a  column  centime- 
ter. Customers  include  Mekong 
Ready-Mix  Concrete  and  the  Pritzker 
family's  Saigon  Floating  Hotel. 

A  former  newspaperman  and  for- 
eign service  information  officer, 
Mountstephen,  44,  is  an  Australian 
who  says  he  invested  three  years  and 
about  $500,000  of  his  and  his  Austra- 
lian partners'  money  to  launch  the 
paper  in  September  1991.  Hanoi's 
communist  graybeards  haven't  made 
life  easy  for  him.  Legal  ownership  of 
the  paper  resides  with  Vietnam's  State 
Committee  for  Cooperation  &  In- 
vestment, whose  vice  chairman,  Dr. 
Nguyen  Mai,  is  the  Review's  editor 
in-chief.  As  promulgator  of  much  of 
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Vietnam's  new  foreign  investment 
code,  Mai  also  serves  as  a  principal 
news  source— and  censor.  "This  is 
still  a  very  sensitive  project,"  says 
Mountstephen. 

The  Review's  press  run  now  ex- 
ceeds 30,000  copies  a  week.  Most  of 
each  run  goes  to  hotels  in  Ho  Chi 
Minh  City  (formerly  Saigon)  and  Ha- 
noi and  the  state-owned  Vietnam  Air- 
lines. These  buyers  distribute  the  pa- 


per gratis  to  their  customers.  About 
1 ,000  overseas  paid  subscriptions  are 
shipped  to  readers  in  North  America 
and  Europe  for  $350  a  year. 

Mountstephen  keeps  his  financials 
close  to  his  vest  but  says  he's  now 
running  enough  ads  to  swing  a  profit. 
Later  this  year,  Mountstephen  says, 
he  hopes  to  expand  his  media  business 
by  launching  a  radio  and  television 
station.  -Joel  Millman  Wk 
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Nick  Mountstephen,  publisher,  Vietnam  Investment  Review 
Capitalism  at  $7  a  column  centimeter. 
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OW  SMALL  BUSINESSES  THAT  SWIT€H  TO  AT&T 
ET  ONE  MONTH  OF  LONG  DISTANCE  SERVICE. 

You  couldn't  pick  a  better  time  to  come  back  to 
I&T.  Because  small  businesses  that  switch  by  Dec.  18 
ill  get  credit  for  one  month  of  AT&T  long  distance 
3rvice-up  to  $2,000* 

So  if  your  business  left  AT&T  but  didn't  save  what 
ou'd  hoped,  or  if  you  miss  AT&T's  fast  connections  for 
alls  and  faxes-,  or  if  you  simply  think  AT&T  quality  is 
etter,  now  is  the  perfect  time  to  come  back. 

You'll  find  that  AT&T  has  calling  plans  to  fit  the 
eeds  of  most  every  small  business.  Like  AT&T 
^0®  WATS,  a  discount  calling  plan  that  gives  you  AT&T 
I'jality  at  very  competitive  prices— 4%  to  18%  off  our 


1992  AT&T  'Must  select  AT&T  as  primary  carrier.  One  time  credit  based  on  average  monthly 
hi  for  the  second  through  the  sixth  month  of  service,  up  to  $2,000.  WiH  receive  credit  after 
ix  full  months  of  service.  Must  request  an  installation  no  later  than  January  8, 1993.  Other 
onditions  may  apply.  "Average  daytime  interstate  direct-dialed  off  AT&T  Long  Distance  rates, 
•ctual  discounts  may  vary  depending  on  calling  patterns.  tOther  restrictions  apply.    UD5 


regular  rates**  And  you  can  even  save  on  AT&T 
Corporate  Calling  Card  calls,  plus  most  international 
calls. 


Call  to  switch  now  and  we'll  guarantee  your 
satisfaction.  If  you're  not  happy  for  any 
reason  within  the  first  90  days,  we'll  pay  to 
switch  you  back  to  your  old  carrier* 


We  can  also  help  you  with  your  phone  equipment. 
In  fact,  if  you  trade  in  your  non-AT&T  phone  system, 
we'll  give  you  credit  toward  a  new  AT&T  small  business 
phone  system. 

At  AT&T,  we're  giving  you  more  reasons  than  ever 
to  return.  We  want  you  back.  Call  1  800  835-3933  today. 


AT&T 

The  right  choice. 
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surrogate  broadcasting  to  the  extent  that  we  do. 

I  think  the  best  way  to  illustrate  the  differences  in  the 
way  we  approach  our  missions  and  the  way  the  Voice  of 
America  (VOA)  and  the  BBC  approach  their  missions  is 
to  contrast  the  programming  emphasis  of  our  services  in  a 
couple  of  countries  we  serve. 

A  few  months  ago  we  conducted  a  survey  in  Hungary. 
Aside  from  the  news  of  the  hour,  almost  50%  of  the  features 
broadcast  on  RFE/RL  were  on  events  within  Hungary. 
The  VOA's  broadcasts  consisted  of  around  4%  to  5%. 

A  few  weeks  ago  we  looked  at  Poland  and  Russia.  In 
Poland  over  50%  of  our  broadcasts  were  on  events  in 
Poland,  with  another  22%  on  events  in  neighboring 
countries  or  in  the  region  of  the  so-called  former  Eastern 
bloc.  By  contrast,  on  VOA  only  13%  of  their  Polish 
service  broadcasts  dealt  with  events  in  Poland.  And  only 
4%  were  on  other  events  in  the  region.  In  Russia  80%  of 
our  programming  was  on  events  in  Russia  or  the  region. 
VOA's  coverage  of  such  events  was  around  35%. 

Two  Distinct  Missions 

This  in  no  way  says  the  VOA  is  not  doing  its  job.  Its  job  is 
not  to  concentrate  primarily  on  events  within  these  coun- 
tries. Its  mission  is  to  be  what  it  is  called,  the  Voice  of 
America.  While  RFE/RL  talk  about  labor  strife  in  Ukraine , 
Russian -Ukrainian  relations  or  events  in  Georgia,  VOA 
concentrates  more  on  items  such  as  Hurricane  Andrew  or 
doing  a  profile  on  a  singer  such  as  Annie  Lennox. 

The  most  graphic  way  to  describe  the  difference  is  to 
define  the  word  "we."  When  VOA  says  we,  it  means  we 
Americans.  When  RFE/RL  broadcasters  say  we,  they 
mean  we  Poles,  we  Romanians,  we  Russians,  we  Hungar- 
ians. Listeners  in  our  target  countries  regard  our  broad- 
casts as  their  broadcasts.  They  do  not  regard  the  broadcasts 
as  an  entity  of  another  government.  They  see  the  Radios  as 
a  service  that  is  really  geared  to  their  own  countries. 

The  impact  that  surrogate  or  home  service  broadcast- 
ing has  had  over  40  years  is  hard  to  overstate.  In  1980,  as 
the  Solidarity  movement  took  off  with  the  strike  in  the 
Gdansk  shipyards,  the  leaders  had  Radio  Free  Europe 
broadcast  throughout  those  facilities.  Three  years  ago 
Lech  Walesa  was  asked  what  kind  of  impact  Radio  Free 
Europe  had  had  on  the  events  in  Poland.  He  responded 
with  "What  is  the  earth  without  the  sun?" 

During  the  years  that  the  Radios  broadcast  to  totalitar- 
ian governments,  it  came  as  no  surprise  that  they  were 
unpopular  and  vilified  by  the  governments  in  the  target 
countries.  However,  it  is  important  to  remember — espe- 
cially now  when  we  are  discussing  a  Radio  Free  China, 
and  with  certain  factions  here  worried  about  offending 
the  leadership  there — that  surrogate  broadcasts  are  hailed 
by  the  countries'  true  democrats,  by  the  Lech  Walesas, 
the  Vaclav  Havels  and  the  Jozsef  Antalls. 

Let  me  explain  some  of  the  other  characteristics  of 
surrogate  broadcasting.  One  is  cross  reporting.  We  are  very 
sensitive  to  stories  in  other  countries  that  might  have 
resonance  within  a  target  country.  One  graphic  example  of 
the  effectiveness  of  cross  reporting  occurred  in  1988. 

Lech  Walesa  was  making  a  comeback,  and  the  commu- 
nist government  in  Poland  wanted  to  discredit  him.  They 
set  up  a  debate  between  him  and  a  very  urbane,  sophisticat- 
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ed  government  minister,  thinking  the  minister  woii 
make  mincemeat  of  Walesa  because  of  his  educatior 
background.  So  the  debate  was  carried  over  Polish  radi 
nationwide.  The  plan  failed.  Walesa  was  superb,  and  t 
government  was  made  mincemeat  of.  RFE/RL  took  tF 
debate,  transcribed  it  into  Russian,  had  two  broadcast* 
play  the  roles  of  the  minister  and  Walesa  and  broadcast 
throughout  the  Soviet  Union.  That  raised  a  number 
issues  that  had  impact  throughout  the  country. 

That  is  cross  reporting — taking  an  event  such  as  citize 
ship  for  Russians  in  Lithuania  and  broadcasting  it  to  Lat> 
and  Estonia.  Issues  that  have  interest  in  one  part  oft 
country  have  interest  in  another  part  of  the  country — or 
another  country  entirely. 

Another  thing  we  do  in  repressive  climates  is  to  ke 
alive  indigenous  cultures  and  make  listeners  aware  of  th< 
country's  artists.  During  the  dark  years  of  communism 
Eastern  Europe  and  the  U.S.S.R.  we  were  the  or 
international  broadcaster  to  read  in  its  entirety  Solzhei 
tsyn's  The  Gulag  Archipelago.  We  were  also  one  of  the  ft 
who  repeatedly  read  Vaclav  Havel's  novels  and  plays  ai 
made  him  a  household  name  in  Czechoslovakia,  ev 
though  he  was  being  hounded  by  the  communist  regirr 

Key  Resources 

Very  basic  to  successful  home  service  broadcasting 
having  extensive  research  and  archival  facilities.  This  e 
ables  us  to  do  the  research  and  analysis  needed  for  mater 
that  goes  beyond  broadcasting  daily  news — to  give  dep 
and  resonance  and  to  put  events  in  perspective  to  an  exte 
that  cannot  be  done  without  this  kind  of  resource. 

For  example  in  1986,  at  the  time  of  Chernobyl,  o 
archival  service  was  the  one  to  discover  that  an  obscu 
Russian  engineering  publication  had  done  an  article  "f 
limited  eyes  only"  on  how  bad  the  Soviet  Union's  nuck 
program  was.  That  got  a  lot  of  play  in  the  Western  press 

A  good  archival  service  and  research  institute  become 
center  for  underground  material,  what  is  called  samizdat 
Eastern  Europe  and  the  former  Soviet  Union.  We  ha 
extensive  biographies  on  all  the  key  figures  in  the  countrj 
and  regions  we  service.  The  State  Department  often  ca 
our  headquarters  in  Munich  and  asks  if  the  Departmew 
biographies  of  these  officials  are  accurate  and  up-to-datt 

Another  part  of  the  service  is  monitoring — looking 
obscure  publications  or  listening  to  all  those  radio  broa 
casts.  It  is  amazing,  even  in  a  totalitarian  regime,  how  mu« 
information  is  written  and  broadcast  within  a  country, 
good  monitoring  service  enables  the  Radios  to  issue  qui 
responses  to  government  statements  and  broadcasts. 

Independence  and  Pluralism  Insure  Integrity 

Most  basic  of  all  is  the  structure,  which  is  essential  f 
successful  long-term  surrogate  broadcasting.  The  Boa 
for  International  Broadcasting  (BIB)  is  an  indepcnde 
agency  with  a  bipartisan  board.  RFE/RL  is  a  priva 
corporation  that  receives  its  funding  from  the  BIB,  whi 
in  turn  receives  its  funding  from  the  federal  govemmci 

As  for  the  BIB's  board,  there  arc  probably  no  tv 
individuals  who  differ  more  on  domestic  issues  than  ». 
Lane  Kirkland  and  I.  He  is  the  senior  Democrat  on  tj 
board.  But  we  do  agree  on  the  importance  of  an  indepc 
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Hi! 

(^JJlT  -Just-in-time-manufacturing  -  has  theoretically 
become  SOP  among  all  types  of  manufacturers.  Not  so  common  is  the  state  of  the  art  materials  and  inventory 
visualization  system  known  as  Kanban.  It  means  "card"  in  Japanese,  because  a  card,  which  serves  as  a  visual 
trigger,  is  at  the  heart  of  this  vanguard  manufacturing  technique. 

Fansteel  California  Drop  Forge  supplies  a  critical  forging  for  a  medical  instrument  produced  by  Beckman 
Instruments  of  Palo  Alto,  California,  a  practitioner  of  Kanban.  To  be  a  supplier  in  such  an  environment 
requires  the  formation  of  a  true  partnership.  Because,  for  Kanban  to  work,  Beckman  production  personnel 
must  be  able  to  order  parts  direct  by  fax  from  Fansteel  California  Drop  Forge;  no  purchase  order,  no 
bureaucratic  go  between. 

The  parts  are  shipped  directly  to  the  production  line,  so  a  high  degree  of  trust  in  Fansteel  Cal  Drop  quality 
must  exist.  There  is  no  excess  inventory  of  parts  on  hand  to  soften  the  blow  of  rejected  pieces.  A  long  term 
commitment  of  both  partners  is  required  to  achieve  the  economics  of  production  inherent  in  Kanban. 

Results?  Lead  times  are  cut  from  two  months  to  five  days.  Inventory  and  warehousing  costs  are  slashed. 
Production  schedules  are  coordinated.  It  works... if  you 
have  a  partner  you  can  trust. 

For  Fansteel  California  Drop  Forge  learning  Kanban  means 
being  a  trusted  partner.  It's  one  more  reason  it  will  pay  you 
to  know  more  about  us. 


Fansteel  California  Drop  Forge  produces  closed  die  forgings  for  a 
variety  of  critical  applicatons  in  the  aircraft,  gas  turbine  engine,  space 

and  medical  industries. 


Fansteel  is  a  Specialty  Metals  Manufacturer  of  Fabricated  Aircraft/Aerospace  and  Weapons  Systems  Components, 

Forgings,  Sand  Mold  and  Investment  Castings,  Cutting  and  Milling  Tools,  Tool  Holding  Devices,  Coal  Mining 

Tools  and  Accessories,  Construction  Tools,  Wear  Parts  and  Special  Wire  Forms. 


[Fansteel 


1  Tantalum  Place  •  North  Chicago,  IL  60064 
708-689-4900 


dent  board  and  on  getting  across  the  values  of  pluralism 
and  democracy  to  the  areas  that  we  service.  We  also  are 
able  to  provide  a  fire  wall  against  the  pressures  of  any  kind 
of  influence,  whether  it  is  from  the  State  Department,  the 
National  Security  Council  or  anyone  else.  There  have 
been  a  number  of  instances  where,  directly  or  indirectly, 
ambassadors,  diplomats,  secretaries  of  state,  assistant  sec- 
retaries have  wanted  punches  pulled. 

When  a  communist  government  like  Poland  com- 
plained, as  it  frequently  did  in  the  1980s,  about  our 
broadcasts,  often  an  embassy  or  a  State  Department  official 
would  say  that  RFE/RL  was  getting  in  the  way  of  the  U.S.' 
desire  to  have  better  working  relations  with  these  coun- 
tries. Well,  instead  of  being  able  to  go  to  the  broadcaster 
directly,  the  officials  had  to  go  through  the  BIB.  We 
checked  into  the  complaints  to  see  if  they  had  any  validity. 

Our  broadcasters  know  that  we  do  not  interfere  in  their 
own  broadcasts;  we  do  provide  extensive  oversight,  but 
we  do  not  write  their  scripts.  We  do  not  provide  micro- 
management;  we  set  policy.  They  know  we  are  there  as  a 
buffer  against  political  pressures  on  program  content.  We 
do  conduct  program  reviews  of  the  various  services.  We 
do  scrutinize  the  budgets.  The  fire  wall  we  provide  is 
essential  if  one  wants  true  home  service  broadcasting  that 
is  not  tainted,  that  has  its  independence. 

So  if  it  is  decided  to  go  ahead  with  a  home  service  to 
China,  even  if  it  is  not  given  to  the  BIB,  I  would 
emphasize  that  to  be  a  successful  home  service,  a  BIB-like 
independent  structure  must  be  set  up  for  the  long  term. 

Now  as  to  our  source  of  news.  People  often  ask  how  we 
get  news  from  a  totalitarian  regime.  That,  of  course, 
depends  upon  circumstances  and  how  many  people  the 
service  can  get  in  to  the  target  country  or  region. 

Even  during  the  darkest  days  of  the  Cold  War,  we  were 
able  to  provide  news.  We  used  the  usual  sources,  the  wire 
services.  We  monitored.  We  got  a  lot  of  information  from 
visitors,  from  business  people,  from  diplomats  coming 
out.  We  were  also  given  a  vast  amount  of  dissident 
material,  which  is  always  a  rich  source  of  information. 

A  Crossroads  Is  Crucial 

This  brings  us  to  something  that  is  of  the  utmost 
importance  to  a  successful  service — its  locale.  During  the 
40  years  of  the  Cold  War,  Munich  became  a  crossroads 
for  East  and  West.  Every  leading  official  of  the  dissident 
movement,  every  writer  of  any  sort  usually  made  a  trek,  a 
pilgrimage — if  he  could  get  out — to  Munich.  There  was  a 
sense  of  having  your  finger  on  what  was  happening  in 
countries  despite  the  Iron  Curtain. 

Regarding  a  radio  service  for  China  and  other  commu- 
nist Asian  regimes,  the  worst  place  to  put  a  headquarters 
would  be  in  Washington.  The  best  place  probably  would 
be  on  the  West  Coast,  in  Los  Angeles  or  San  Francisco, 
where  a  number  of  people  from  the  target  countries  do 
pass  through.  A  headquarters  is  needed  where  the  true' 
crossroads  is  and  where  there  is  not  the  inevitable  influ- 
ence of  the  status  quo  of  the  government. 

As  I  said,  the  impact  of  home  service  broadcasting  is 
enormous,  but  a  lot  of  pressure  is  brought  to  bear  on 
the  government  and  its  agencies  by  target  countries' 
governments.  In  the  1970s,  during  detente,  there  was  a 


period  when  a  number  of  international  broadcasters 
were  not  jammed,  including  VOA;  however,  Radio  Free 
Europe,  in  most  East  European  countries,  and  Radio 
Liberty,  throughout  the  Soviet  Union,  were  alwayy 
jammed  right  up  until  the  late  1980s.  Why?  Because  i 
those  governments  knew  that  our  programming  was  n< 
susceptible  to  diplomatic  niceties.  They  knew  that  wc 
were  going  to  continue  to  hit  and  hit  hard.  And  we  die 

If  It  Qffends,  It's  Probably  Working 

One  comment  concerning  the  idea  that  home  servia 
broadcasting  will  upset  the  leadership  in  the  existinj 
totalitarian  government  of  China:  It  will.  But  if  you  tal 
to  the  democrats  there,  they  will  say  that  the  process 
democratization,  liberalization,  is  helped  by  the  pressun 
that  "free"  broadcasting  brings,  as  well  as  the  knowledg< 
that  names  will  be  broadcast  if  somebody  is  arrested.  That 
is  the  kind  of  sunshine  that  does  eventually  bring  about 
change  in  a  totalitarian  regime. 

Further,  there  is  the  argument  that  China  is  in 
economic  boom,  so  why  upset  things;  why  get  the  gov 
ernment  mad;  why  not  let  things  flow?  Democracy  will 
eventually  come  anyway.  History  shows  that  this  is  not 
true.  Late  19th-century  Germany  is  the  most  graphic 
example  that  proves  this  point.  It  was  a  major  industrial 
country  that  was  making  great  economic  progress.  But 
instead  of  becoming  a  democracy,  Germany  became  an 
authoritarian  and  militaristic  regime,  with  consequences 
that  are  still  with  us  today. 

The  march  of  democracy  is  not  inevitable,  which  leads 
me  to  my  final  point. 

Let's  Not  Repeat  Mistakes 

Only  twice  in  this  century  has  the  international  situa- 
tion been  as  fluid  and  as  promising  as  it  is  today:  One  time 
was  after  World  War  I;  the  other  was  after  World  War  II. 

After  World  War  I  we  retreated  into  isolationism.  After 
World  War  II  we  took  a  proactive  approach  with  the 
Marshall  Plan,  NATO  and  other  programs,  and  through 
them  we  did  save  Western  Europe.  Today,  even  though 
we  are  a  country  with  a  GNP  many  times  the  size  that  we 
had  in  the  late  1940s,  we  apparently  cannot  afford  to 
implement  a  Marshall-type  plan  for  Eastern  Europe  or  for 
other  countries  throwing  off  totalitarianism. 

In  this  environment  of  budget  tightening,  I  would 
urge  this  committee  not  to  say  that  we  can  save  $5 
million,  $3  million  or  $2  million  if  we  do  not  do  this  or 
do  not  do  that.  If  we  look  at  the  larger  picture,  we  will 
realize  that  these  radio  broadcasts,  while  they  are  not 
the  be-all  and  end-all,  are  an  effective  instrument  for 
countering  isolationism  and  a  way  for  the  U.S.  to  have 
influence  in  these  countries. 

Because  RFE/RL  is  a  private  corporation,  we  are  able  to 
react  more  quickly  than  a  government  organization.  That  is 
why  we  come  in  under  budget  rather  than  over  budget.  We 
have  the  speed  and  flexibility  to  make  adjustments. 

Radio  broadcasting  is  one  of  the  best  ways  to  help  to 
create  an  environment  for  promoting  truth,  tolerance, 
pluralism  and  democracy.  And  home  service/surrogate 
broadcasts  are  unmatched  both  in  impact  and  cost 
effectiveness.  ■ 
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For  nearly  a  century  and  a  half,  the  Shield  has  been  poised 

not  to  do  battle  but  to  defend. 
Protecting  business  and  home,  property  and  possessions. 
A  worldwide  symbol  of  an  organization  with  a  rich  history 

as  legacy.  And  a  bright  future  as  promise. 
Strong.  Stable.  Steadfast. 
Royal  Insurance.  Your  shield  against  the  unexpected. 


Royal  Insurance 


our  shield  against 
the  Unexpected. 


"My  Broker  Wouldn't 
Drop  The  Annual 
Fee  On  My  (MA." 

That's  WhylSwitchedlb  The  No-Fee 
Fidelity  Ultra  Service  Account 

Today,  many  investors 
are  asking  themselves  why 
they  should  continue  paying 
high  fees  just  to  do  business 
as  usual.  If  you're  already 
paying  higher  commissions 
to  trade  stocks,  why  should 
you  also  pay  extra  for  an 
asset  management  account? 

Now,  you  don't  have  to. 
The  Fidelity  Ultra  Ser- 
vice Account  gives  you  all 
the  tools  for  efficient  finan- 
cial management  -  a  wide 
range  of  investment  choices, 
a  single  consolidated  state- 
ment, checkwriting  and  much 

more  -  but  without  an  annual  fee.  So  you  never  pay  for  services  you  don't  want  or  need.  And  it  only  makes  sense 
that  an  account  designed  to  help  you  stay  on  top  of  your  finances  should  have  complete,  24-hour  account  service. 

C&ll  lOOHy.  Find  out  why  so  many  investors  are  switching  to  the  Fidelity  Ultra  Service  Account  Call  our  finan- 
cial representatives  anytime  for  a  free  fact  kit  to  learn  how  Ultra  Service  can  save  you  money  and  help  you  manage 
your  portfolio  the  way  you  want 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-6262 


Compare  the  Fidelity  Utra  Service  Account 
With  Other  Leading  Asset  Management  Accounts 

Annual 
Fee 

Consoli- 
dated 
Statement 

Worldwide 

ATM 

Access 

VISA 
GOLD 
Debit 
Card 

Discount 
Commis- 
sions 

Checking 

Weekend 

and 
Evening 
Service 

Minimum 
Invest- 
ment 

Fidelity  Ultra  Service 

$0 

Yes 

Yes 

Yes 

Yes2 

Yes 

Yes 

$5,000 

Merrill  CMA 

$100 

Yes 

Yes 

Yes3 

No 

Yes 

No 

$20,000 

ShearsonFMA 

$100 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

Paint-Webber  R MA 

$85 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

Prudential  Command 
Account 

$75 

Yes 

Yes 

Yes3 

No 

Yes 

No 

$15,000 

Dean  Witter  AAA 

$80 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

Fidelity 


Investments 

Discount  Brokerage 


'CMA  is  a  registered  service  mark  of  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated.  Commissions  are  discounted  up  to  65%  compared  to  those  of  full  cost  broken, 
Based  on  April  1992  commission  survey.  Minimum  commission  $38.  3  Additional  charge  for  gold  credit  card.  Fidelity  Ultra  Service  is  a  service  of  Fidelity  Brokerage  Services,  Inc., 
161  Devonshire  Street,  Boston,  MA  02110.  Member  NYSE,  SIPC.  CODE:  FORB/USA/1 10992 
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tephen  Leeb,  editor  of  Personal  Fi- 
ance and  The  Big  Picture  newslett- 
ers— and  usually  one  of  the  most 
ptimistic  people  on  Wall  Street — 
;OW  thinks  that  there  could  be  a 
correction  in  excess  of  10%,  precipi- 
ted  by  higher  long-term  interest 
ates  and  accelerating  inflation.  "This 
is  a  terrible  time  to  chase  the  market," 
Leeb  argues.  "But  there  are  a  few 
stocks  that  look  like  good  values,"  he 
adds.  These  days  Leeb  has  become 
more  defensive  and  is  paying  more 
attention  to  dividend  yield  and  divi- 
dend growth.  One  of  the  stocks  that 
Leeb  recommends  in  Personal  Finance 
is  General  Electric,  which  pays  3.1% 
and  has  posted  higher  earnings  and 
dividends  during  each  of  the  past  15 
years.  Another  pick  is  Utilicorp,  a  Mis- 
souri utility  that  yields  5.8%.  Accord- 
ing to  the  Hulbert  Financial  Digest, 
since  January  1990,  stocks  that  were 
recommended  by  Personal  Finance  are 
slightly  ahead  Of  the  Wilshire  5000. 


Special  focus 


The  overall  market 


In  the  last  month  the  ten  companies  below 
have  had  cuts  of  at  least  30%  in  their  1992 
consensus  earnings  forecasts.  If  you  want  to 
bet  against  the  prevailing  pessimism,  you'll 
find  some  stocks  that  are  out  of  favor.  But 
remember  that  forecasts  tend  to  be  sticky 
coming  down,  so  there  could  be  still  more 
cuts  around  the  corner. 

Falling  estimates 


Company             1- 

1992  EPS 
mo  chng    Est 

First  Chicago 

-89% 

$0.33 

NACRe 

-65 

0.71 

Symbol  Technologies 

-53 

0.41 

Sotheby's  Holdings 
BF  Goodrich 

-53 
-52 

0.25 
0.50 

Mosinee  Paper 

-48 

0.32 

Granite  Construction 

V 

-31 

0.55 

Sizzler  Intl 

-31 

0.59 

Amerada  Hess 

-30 

0.43 

Ford  Motor 

-30 

1.43 

Source:  IBES. 

2600 
2400 
2200 
2000 
1800 

The  Barra  All-US  index  as  of  10/15/92: 

Market  value:  $3,973.7  billion 

P/E:26.1 

P/E  minus  negative  EPS:  17.4               ^^ 
Price/book:  2.3         jl                         P* 
Yield:  2.8%       jj\                  J 

/r^** 
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Since  12/31/91 

1              I 

Price 

-2.3% 
-2.0 

1 

Total  return 

-2.1% 
-0.1 
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1800         "200  day  moving  average 
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Closeup  on  the  market 


Index  or  investment 

Barra  All-US  index 

S&P/Barra  Growth  index1 

S&P/Barra  Value  index2 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE3 

CRB  index45 

Gold5 

Yen-(per$U.S.) 

Oil5 


2-week  change 

-1.2% 

-1.0 

-2.0 

-2.4 

-1.6 

-1.4 

0.1 
-2.4 
-1.2 

0.2 
-1.9 

0.4 

2.2 


%  change  from 
1  year  ago  5-year  high 


4.4  % 

7.8 

7.3 

4.0 

4.5 

4.5 

7.9 
-4.1 
10.9 
-7.7 
-5.3 
-7.5 
-6.8 


7.3 

-4.3 

4.0 

-7.0 

4.5 

-3.7 

4.5 

-3.5 

7.9 

-10.3 

-4.1 

-12.7 

-10.9 

-27.0 

-7.7 

-25.9 

-5.3 

-32.1 

^1.6% 
-4.1 

4.3 

7.0 

3.7 

3.5 

0.3 

2.7 

7.0 

5.9 

2.1 
26.7 
45.8 


The  best  and  worst  performing  stocks6 


The  best  and  worst  performing  industry  factors6 


.Best 

Price 

2-week 
change 

1992 
EPS' 

Worst 

Price 

2-week 
change 

1992 
EPS7 

Tandycrafts 

24 
15V8 

42% 

NA 

JWP 

Greenwich  Pharms 

AdvaCare 

23/4 
51/4 

5 

-61% 

$0.16 

California  Microwave 

36 

$1.079 

-38 

-0.50 

MGI  Pharma 

9V4 

34 

-0.88 

-35 

0.27 

Younkers 

213/8 

32 

31 

1.90 
1.69 

Telxon 
Fruehauf  Trailer 

141/4 

-32 

1.39 

SynOptics  Communications 

54  3/4 

41/2 

-31 

-1.07 

Best 

2-week 
change 

Since 
12/31/91 

Worst 

2-week 
change 

Since 
12/31/91 

Cosmetics 
Coal  &  uranium 

7.4% 
5.7 

9.9% 
-25.7 

Tobacco 

Misc  mining  &  metals 

Real  estate 

-8.0% 
-7.0 

-0.8% 
-0.8 

i 

Water  transport 

3.5 
3.2 

5.2 

-6.9 

-15.3 

Air  transport 

-9.3 

Consumer  durables 

-5.6 

1.5 

Aerospace 

2.0 

-14.1 

Containers 

-5.4 

12.8 

J 

Note:  Data  for  period  ending  10/1/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 
ADRs,  REITs  and  closefl-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average  earnings 
growth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted  index  of 
more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 4  Index  of  21  commodity  futures. b  Knight-Ridder  Financial  Information. 
6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. e  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value 
and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  91993  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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MUTUAL  FUND  REVIEW 


BY  TINA  RUSSO  McCARTHY 


Sales 


Performance 


3 

1  0 

>Billions 

1  0 

Fixed  income2 

Equity     \ 

1 

Q 

f. 

4 
2 

0 

1 
1989 

1990 

l 

1991 

1992 

Net  mutual  fund  sales  for  the  first  eight  months  of  1992 
were  $133  billion,  according  to  the  Washington,  D.C.- 
based  Investment  Company  Institute.  That  beats  total 
sales  of  $119  billion  for  all  of  1991.  Of  this  new  invest- 
ment, $82  billion  went  into  bond  funds. 

Templeton  Emerging  Markets  is  the  best-performing 
equity  fund  over  the  last  three  years,  with  an  annualized 
return  of  25.1%.  This  fund,  managed  by  J.  Mark  Mobius, 
has  its  largest  investments  in  the  Philippines,  Brazil  and 
Turkey.  But  other  international  markets  were  not  as  kind 
to  U.S.  investors.  The  list  of  worst-performing  funds  for 
the  three  years  ended  in  September  includes  the  Japan 
Fund,  Worldwide  Value  and  Van  Eck  International  Inves- 
tors. Even  the  Mexico  Fund — which  remains  one  of  the 


140 


80 


1989 


1990 


1991 


1992 


top  performers  since  September  1989 — stumbled  durinj 
the  last  12  months  with  a  negative  12.3%  return. 

Short-term  bond  funds,  such  as  Capstone  Governmer 
Income,  have  not  benefited  from  the  decline  in  interes 
rates  as  much  as  long-term  funds.  Uncertainty  abouj 
future  inflation  has  kept  long-term  interest  rates  fror 
coming  down  much,  but  they  have  come  down.  That'| 
how  Benham  Target  Maturities -200 5  shows  up  as  one 
the  hottest  bond  funds,  with  a  yearly  average  return  sincj 
Oct.  1, 1989  of  18.8%.  It  invests  primarily  in  13-year  zerol 
coupon  Treasurys,  a  species  of  bond  that  is  about  a| 
volatile  as  a  coupon -paying  bond  maturing  in  30  ye« 
This  highly  rate -sensitive  bond  fund  earns  an  A+  rating 
bullish  bond  markets  but  an  F  rating  in  bearish  markets. 


The  best  performers 


The  worst  performers 


Fund 

Forbes  rating 
up      down 

Total6 
return 

3-year7 
return 

Equity 5 

Templeton  Emerging  Markets 

A 

A 

27.3% 

25.1% 

Fidelity  Select-Health  Care 
Bergstrom  Capital 

A+ 
A+ 

D 

-9.2 

22.3 
21.1 

A 

9.8 

CGM  Capital  Development 

A+ 

B 

9.7 

21.1 

Equity  Strategies  Fund 

A 

C 
A+ 

31.7 
-12.3 

21.1 
20.2 

Mexico  Fund 

A 

United  New  Concepts  Fund 

B 

C 

11.4 

19.7 

Fidelity  Contrafund 

A+ 

C 

14.2 

19.4 

Fidelity  Select-Technology 

B 

D 

6.6 

18.7 
17.8 

20th  Century  Ultra  Investors 

A+ 

F 

1.2 

Fixed  income 

Benham  Target  Maturities-2005 

Merrill  Lynch  Corp-High  Income  A 

A+ 

F 

23.4 

18.8 

C 

A 

25.2 

15.8 

PaineWebber  High  Income  A 

A 

C 

29.1 

15.7 

Liberty  High  Income  Bond 

A 

B 

22.8 

15.4 

Kemper  Diversified  Income  Fund 

C 

B 

22.1 

14.5 

Fund 

Equity 5 

United  Services-Gold  Shares 

ASA  Limited 

Shearson  Invest-Precious  Metals 

Colonial  Natural  Resources-A 

Japan  Fund 

Financial  Strategic-Pacific  Basin 

Van  Eck  International  Investors 

Alliance  Global-Small  Cap-A 

United  Services-World  Gold 

Worldwide  Value  Fund 

Fixed  income 

Capstone  Govt  Income 

Dean  Witter  High  Yield  Securities 

Alliance  Bond-High  Yield 

Permanent  Port-Treasury  Bill 

First  Investors  High-Yield  Fund 


Forbes  rating       Total6 
up      down       return 


D 
D 
D 
F 
B 
A 
C 
D 
D 
C 

F 

A+ 

C 

F 

C 


F 
D 

B 
F 
C 
D 
D 
D 
D 
D 

A 

F 

F 

A+ 

D 


-20.4 
-17.1 
-15.8 
-11.3 
6.4 
-7.7 


3-year7 
return 


-41.3% 

-23.1% 

-14.7 

-12.3 

-3.6 
0.7 

-9.9 
-9.8 

-9.0 
-8.7 
-8.6 
-8.4 
-8.3 
-8.3 


6.2 

3.5 

34.4 

4.7 

20.8 

5.3 

3.7 

5.6 

23.9 

6.9 

Note:  To  be  rated,  equity  funds  must  be  in  existence  since  6/30/83;  taxable  bonds  9/30/87,  junk  bonds  2/28/87.  'Monthly  net  sales  of  open-end  funds.  Net  sales  are  purchases 
by  investors,  including  reinvested  dividends,  less  redemptions,  includes  tax-free  and  foreign  bond  funds.  Source:  Investment  Co.  Institute.  3lndex  of  total  return  for  the  25 
largest  stock  funds  in  1986.  "index  of  total  return  for  the  25  largest  taxable  bond  funds  in  1986.  includes  balanced  funds.  6Total  return  for  one  year  ending  9/30/92.  7Total 
return  (annualized),  for  three  years  ending  9/30/92. 
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THE  NET  RESULT 
OF  ALL  OUR  LABORS. 


We  raised  the  net  last 
year  some  32%,  as  revenues 
reached  above  a  half  billion 
dollars  for  the  first  time. 

We  earned  it  by  being 
first  to  market  a  new  gener- 
ation of  automated  teller 
machines  of  unprecedented 
reliability  and  technology. 

We  earned  it  by  expanding 
beyond  financial  institutions 
into  commercial  markets 
for  our  advanced  electronic 
security  systems. 

We  earned  it  through 
enhanced  productivity  from 
automating  our  factories  and 
computerizing  our  service 
business. 

For  more  information, 
write  Diebold,  Incorporated, 
nvestor  Relations,  Depart- 
ment 9-79-F1,  P.O.  Box  8230, 
Canton,  Ohio  44711-8230. 


MI 


A  world  leader  in  automated 

teller  machines,  security  products 

and  related  services. 


FUNDS 


EDITED  DY  JASON  2WEI0 


A  new  breed  of  fund  is  neither  open  nor  closed 
but  halfway  between.  Is  this  a  good  investing 
opportunity?  Scarcely. 

Half-baked 


By  Mary  Beth  Grover 

Sometime  soon  your  broker  may 
pitch  you  on  some  new  types  of  mutu- 
al funds  that  supposedly  combine  the 
best  of  the  open-end  and  the  closed- 
end  formats.  Call  them  half-open 
funds.  Are  they  going  to  give  inves- 
tors something  they  can't  get  else- 
where? Not  that  we  can  see. 

An  open-end  fund  stands  ready  to 
redeem  shares  every  day  at  net  asset 
value.  That's  great  for  li- 
quidity, but  it  means  that 
the  fund  can't  put  more 
than  a  small  amount  of  as- 
sets into  private  place- 
ments, emerging  country 
stocks  and  other  intriguing 
but  hard-to-sell  securities. 

A  closed-end,  in  con- 
trast, has  a  fixed  number  of 
shares  outstanding  and  no 
standing  offer  to  redeem 
shareholders  who  want  to 
exit.  With  no  legal  obliga- 
tion to  produce  cash  on 
short  notice,  it  can  afford  to 
invest  in  illiquid  securities. 
The  price  that  investors  pay 
for  this  portfolio  flexibility 
is  uncertainty  about  what 
they  will  get  when  they 
want  to  sell.  They  have  to 
sell  to  another  investor, 
usually  on  the  New  York 
Stock  Exchange,  and  the  shares  often 
go  for  less  than  their  net  asset  value. 

Now  comes  the  Securities  &  Ex- 
change Commission  with  a  proposed 
rule  authorizing  half-open  funds. 
(Your  broker  probably  will  use  the 
euphemism  "interval  fund.")  A  half- 
open  fund  will  redeem  shares,  but 
only  at  infrequent  intervals,  such  as 
once  a  quarter.  J.  &  W.  Seligman  & 
Co.  aims  to  use  this  rule  with  its 
proposed  Seligman  Henderson 
Emerging  Companies  Interval  Fund; 
the  fund  will  put  at  least  65%  of  assets 
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in  foreign  companies  with   market 
capitalizations  under  $750  million. 

Seligman  will  redeem  any  number 
of  shares,  but  only  at  the  end  of  each 
quarter — and  only  at  a  net  asset  value 
calculated  three  weeks  after  the 
tender  date.  The  fund,  that  is,  decides 
how  much  its  portfolio  is  worth  after 
seeing  how  many  people  are  anxious 
to  get  out  of  it.  What  if  a  half- open 
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fund  buys  into  Equatorial  Guinea  just 
before  a  coup  d'etat,  and  you  want  to 
know  what  you  will  get  for  your  shares 
after  the  dust  settles?  "Basically 
you're  shooting  craps,"  says  Wood- 
row  Campbell,  a  fund  lawyer  at  Debe- 
voise  &  Plimpton. 

If  the  whole  point  of  this  exercise  is 
to  erase  the  spread  between  a  closed - 
end's  net  asset  value  and  its  trading 
price,  then  the  mission  will  be  accom- 
plished. But  are  investors  going  to  be 
any  better  off)  Imagine  that  a  conven- 
tional closed-end  declares  a  net  asset 


value  of  $10  but  is  so  stuffed  with 
doubtful  assets  that  the  fund's  shares 
trade  at  8.  Investors  fret  about  the 
20%  discount.  Under  the  new  system, 
these  investors  would  line  up  at  the' 
exit  door  and  the  fund  could  declare 
three  weeks  later  that  its  net  asset 
value  has  fallen  to  $8.  Poof,  the  dis- 
count is  erased.  What  good  does  that 
do  the  shareholders? 

There  is  more.  The  sec  proposal 
also  calls  for  half-closed  funds,  which 
may  redeem  no  more  than  25%  of 
their  shares  at  once.  So  if  50%  of 
investors  tender,  only  half  of  each 
tender  will  be  honored. 

Investors  have  already  experienced 
something  pretty  close  to  the  half- 
closed  species  of  fund,  namely,  five 
funds,  run  by  Pilgrim,  Merrill  Lynch, 
Van  Kampen  Merritt,  Eaton  Vance 
and  Allstate,  that  invest  in  illiquid 
floating- rate  bank  notes.  The  oldest, 
Pilgrim's  Prime  Rate  Trust, 
was  set  up  in  1988.  Pilgrim 
held  out  the  hope  that  it 
-ijjk —  would  redeem  shares, 
/  /  which  were  not  traded  on 

an  exchange  or  even  over- 
the-counter,  at  net  asset 
value  at  the  end  of  every 
quarter. 

That  worked  fine  so  long 
as  Pilgrim  could  finance  re- 
demptions with  cash  com- 
ing from  new  shareholders. 
But  last  year  existing  inves- 
tors started  selling  more 
than  new  ones  would  buy. 
"Then  the  structure  be- 
came cumbersome,  expen- 
sive and  inefficient,"  ex- 
/l]  plains    Robert    Grunburg, 

president  of  the  Pilgrim 
Group. 

So,  last  March,  Pilgrim 
*■— -*  threw  in  the  towel  and  list- 
ed the  trust  on  the  New  York  Stock 
Exchange.  Pilgrim  bought  back  8.5% 
of  the  shares  at  net  asset  value  in  the 
second  quarter.  But  future  quarterly 
redemptions  are  up  to  the  discretion 
of  the  board,  and  no  shares  were 
bought  during  the  third  quarter.  The 
Pilgrim  Trust  recently  traded  at  a  7% 
discount. 

Let's  face  it.  A  security's  value  is 
determined  by  how  many  people 
want  to  sell  and  how  many  want  to 
buy.  The  fund  industry  can't  change 
that.  ■ 
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)ug  demons  would  rather  play  a  round  here 
than  nlav  around  in  the  stock  market 


The  feeling  is  mutual. 


For  all  of  you  who  would  really  rather  spend  your  time  living  than  investing, 
he  Selected  family  of  no-load  mutual  funds  can  help. 

You  see,  with  professionals  managing  your  investments,  you  save  time.  And 
Althout  any  sales  charges,  you  also  save  money.  So  call  toll-free  for  our  prospectus 
.vith  more  complete  information,  including  management  and  12b-l  fees  and 
xpenses,  and  please  be  sure  to  read  it  carefully  before  you  invest. 

The  Selected  Funds.  Today's  simple  way  to  invest. 


For  people  who'd  rather 
invest  money  than  time 


CALL 


1 


8    0    0 


N    0 


LOAD 


EXT.      2     0 


J-550     Selected  Funds  from  Selected  Financial  Services,  Inc.  ©  1992 


THE  FUNDS 


Albert  Nicholas  is  famed  as  an  equity  investor, 
but  he  also  has  a  very  respectable  record 
in  junk  bonds.  He  won't  buy  just  any  junk. 

Diminished 
expectations 


Mention  to  Albert  Nicholas  that  his 
Nicholas  Income  Fund  ranked  next  to 
last  in  performance  among  the  73 
high -yield  bond  funds  tracked  by 
Morningstar  over  the  first  nine 
months  of  this  year,  and  you  get  a 
shrug.  Yes,  he  has  missed  some  of  the 
action  as  junk  continues  the  rally 
that  started  roughly  two  years 
ago.  But  his  long-standing  cau- 
tion also  kept  him  out  of  the  junk 
market's  worst  storms.  In  1990, 
when  the  average  junk  fund  re- 
turned a  minus  10.8%,  Nicholas 
Income  lost  just  1%.  Over  the  ten 
years  ended  Sept.  30  Nicholas 
Income  has  returned  11.3%  a 
year,  putting  it  near  the  top  of  the 
pack. 

Nicholas  also  runs  the  $2.3 
billion  Nicholas  Fund,  which  in- 
vests in  the  stocks  of  small  to 
midsize  companies,  a  Forbes 
honor  roll  winner  for  the  past  1 1 
years.  To  get  on  the  honor  roll,  an 
equity  fund  must  do  fairly  well 
overall  and  do  especially  well  in 
bear  markets.  And  that  caution 
explains  why  the  $116  million 
Nicholas  Income  Fund  has 
trailed  its  competition  this  year.  ■ 
Not  only  does  Nicholas  Income's 
charter  require  a  minimum  of  10%  of 
assets  in  utility  bonds,  but  Nicholas 
refuses  to  trade  down  in  quality  to 
maintain  a  high  yield,  the  way  many 
junk  fund  managers  have  done. 

Here's  the  problem.  In  the  first  half 
of  1992  issuers  of  high-yield  debt 
retired  $22.8  billion  in  junk — a  stun- 
ning 11%  of  the  total  market — and 
replaced  much  of  it  with  bonds  yield- 
ing in  the  single  digits.  Even  as  the 
high-yielding  pickings  have  gotten 
slimmer,  investors,  chasing  last  year's 
returns,  have  poured  money  into  the 


junk  bond  funds,  $848  million  (net  of 
redemptions)  in  August  alone. 

"I'm  willing  to  [take]  8%  or  9% 
[on]  BB-rated  bonds,"  says  Nicholas. 
"But  I  simply  will  not  go  any  lower  in 
quality  to  get  a  higher  yield."  Result? 
Nicholas  Income's  current  yield  has 


Fund  manager  Albert  Nicholas 

"I  simply  will  not  go  any  lower  in  quality 

to  get  a  higher  yield." 


shriveled    from    10.7%   at   year- end 
1991  to  just  8.1%  by  mid-October. 

Yet  through  mid-October,  inves- 
tors have  bought  $33  million  in  new 
shares  of  Nicholas  Income — making 
the  no-load  fund  more  than  40%  larg- 
er than  at  the  end  of  last  year.  That 
influx  of  money  troubles  Nicholas. 
"Investors  are  going  to  have  to  face 
reality,"  he  warns.  "Everybody  now 
thinks  high-yielding  bonds  are  a  sure 
path  to  success.  But  the  really  good 
days  in  the  market  have  been  seen, 
and  we  have  to  be  a  lot  more  careful." 


Nicholas  has  taken  two  approache 
With  issuers  he  likes,  such  as  Owens 
Illinois,  he  simply  turns  in  his  old 
bonds— in  this  case,  12V4S  of  1996 
and  takes  the  new  ones  (10V4S  ol 
1999).  Otherwise,  he  scours  the  mar- 
ket to  find  lesser-known  companies 
with  acceptable  credit  risk.  "We're 
pretty  small,  so  we  can  look  at  the  $50 
million  to  $100  million  deals  that 
most  people  might  overlook,"  Nich- 
olas says.  In  September  he  bought  the 
9V4%,  B+  rated  bonds  of  Idex  Corp.,  a 
manufacturer  of  industrial  pumps. 
Idex  is  generating  enough  cash  flow 
to  cover  interest  costs  more  than  four 
times  over. 

Running  a  small -to -medium  capi- 
talization equity  fund  gives  Nicholas  a 
look  at  a  lot  of  out-of-the-way  junk 
bonds.  "We  use  our  common-stock 
knowledge  to  help  us  in  the  fixed- 
income  area,"  says  Nicholas. 
"We  like  the  assurance  of  famil- 
iarity with  the  stock."  Nicholas 
Income  owns  the  8Vi%  straight 
bonds  of  Outboard  Marine,  re- 
cently trading  to  yield  9.1%  to 
maturity,  and  the  7%  convertible 
bonds  of  Willcox  &  Gibbs,  which 
distributes  electrical  components 
and  makes  pantyhose  yarn;  the 
Nicholas  Fund  owns  equity  in 
both  companies.  Nicholas  In- 
come also  owns  the  1 1  V2%  bonds 
of  Mickelberry  Corp.,  a  small  ad- 
vertising and  marketing  agency 
based  in  Manhattan. 

Nicholas  keeps  the  fund's  aver- 
age maturity  below  seven  years, 
nearly  three  years  shorter  than 
the  average  junk  fund.  "That 
hurts  us  in  a  good  market,"  he 
says,  "but  it  sure  helps  in  a  bad 
market." 

This  year,  as  issuers  called  in 
reams  of  bonds  for  redemption, 
Nicholas'  turnover  has  jumped  to 
65%.  But  from  1987  to  1991  it  aver- 
aged 33%,  well  under  half  the  typical 
rate  of  junk  funds.  That  low  turnover, 
and  Nicholas  Income's  very  low  ex- 
pense ratio  (0.7%  of  assets  annually  )T 
help  Nicholas  Income's  shareholders 
over  the  long  run. 

If  you  still  like  junk  bonds,  even 
when  the  better  issues  yield  not 
much  more  than  three  percentage 
points  higher  than  ten -year  Trca 
surys,  you  could  do  worse  than  pick 
this  fund.  -J.Z.M 
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ielected  bank  bonds  are  a  possible 
Iternative  to  medium-term  Treasurys 
r  those  who  want  yield  without 
great  deal  of  risk. 
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If  you  are  still  looking  for  better 
yields  than  a  bank  or  money  market 
fund  will  pay  you,  but  don't  want  to 
take  on  a  lot  more  risk,  you  might 
consider  buying  bank  bonds.  These, 
of  course,  are  bonds,  not  deposits,  so 
the  price  can  fluctuate  between  now 
and  maturity. 

In  most  cases  bank  debt  pays  a 
premium  over  Treasurys  of  compara- 
ble maturities,  and  there  are  some 
individual  issues  that  look  very  attrac- 
tive now  for  those  willing  to  take  a 
certain  amount  of  risk. 

Keep  in  mind  that  these  things  can 
and  do  sometimes  default.  People  lost 
plenty  of  money  owning  bonds  of 
First  Republic  Bancorp,  Bank  of  New 
England  Corp.  and  Southeast  Bank- 
ing Corp. 

Here  are  three  subinvestment- 
grade  issues  favored  by  John  Works  of 
Keefe,  Bruyette  &  Woods:  Bank  of 
Boston  Corp.,  rated  BB+,  has  a  great 
opportunity  for  total  return,  since  this 
financial  giant — once  the  premier 
New  England  institution — may  be 
upgraded  to  investment  grade  by  ear- 
ly next  year.  Management  recognized 
its  problems  earlier  than  competitors 
and  began  reserving  against  and  writ- 
ing off  losses  sooner.  Consequently,  a 
turnaround  is  coming  sooner.  Bank  of 
Boston's  9V2%  subordinated  debt  due 
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1997  trade  about  200  basis  points 
over  the  five-year  Treasury.  At  a  trad- 
ing price  of  108.25,  the  yield  to  matu- 
rity is  7.45%. 

MNC  Financial  Inc.  9%%  subordi- 
nated debentures  of  1997,  rated  only 
B-,  trade  365  basis  points  over  the 
five-year  Treasury.  At  101 ,  the  securi- 
ty has  a  yield  to  maturity  of  9.10%. 
With  a  recent  $200  million  infusion 
from  NationsBank — which  received 
an  option  to  buy  mnc — mnc  has  a 
stronger  balance  sheet  and  potential 
for  merger  into  a  stronger  institution. 

Midlantic  Corp.  9.2s  due  2001  are 
more  risky.  Trading  390  basis  points 
over  the  ten-year  Treasury,  they  car- 
ry a  return  of  10.35%  at  a  price  of 
93.50.  This  issue  should  be  held  only 
by  investors  with  a  strong  stomach. 
Given  that  caveat,  John  Works 
points  to  the  $100  million  in  equity 
raised  by  the  holding  company  in  an 
overseas  private  placement,  a  dem- 
onstrated ability  to  trim  nonper- 
forming  assets  and  the  improving 
core  earnings. 

If  these  issues  sound  a  bit  too  risky, 
you  can  still  beat  Treasury  yields  in 
some  of  the  higher-quality  issues  but, 
of  course,  not  by  as  much  as  in  the 
subinvestment-grade  issues.  Among 
better-quality  banking  institutions 
that  Works  likes,  BankAmerica  Corp. 
stands  out.  Currently  its  ten -year  pa- 
per pays  125  basis  points  (1.25%) 
better  than  the  comparable  Treasury. 
Works  points  to  BankAmerica's  ag- 
gressive posture  in  writing  down  its 
own  as  well  as  Security  Pacific's  port- 
folio during  SecPac's  acquisition,  giv- 
ing the  bank  extra  cushion  against  any 
further  deterioration  in  the  California 
market. 

Ann  Robinson,  analyst  with  Don- 
aldson, Lufkin  &  Jenrette,  recom- 
mends the  very  high  grade  Republic 
New  York  Corp.  9%%  subordinated 


debt  due  2000,  rated  AA-,  currendy 
yielding  about  80  basis  points  over 
the  Treasury,  up  in  yield  from  70  basis 
points  at  the  start  of  September.  At  a 
price  of  115.75,  the  yield  to  maturity 
comes  to  7.15%. 

Here  are  some  other  better-quality 
debt  issues  that  yield  more  than  Trea- 
surys: Chemical  Banking  7lAs  of  2002 
are  subordinated  and  yield  125  basis 
points  more  than  the  ten-year  Trea- 
sury. Rated  A-  by  S&P,  they  sell  at 
95.58  and  carry  a  yield  to  maturity  of 
7.9%.  Chase  Manhattan  9%s  of  2001 
pay  150  basis  points  more  than  the 
Treasury,  and  trade  at  107.50  with  a 
yield  to  maturity  of  8.15%.  The  BBB- 
rated  bank  has  improving  credit  and 
stable  earnings,  and  nonperforming 
loans  have  stabilized. 

SouthTrust  Corp.  85/ss  of  2004  are 
rated  BBB+  and  yield  130  basis  points 
more  than  the  ten-year  Treasury. 
They  trade  at  105.03,  with  a  yield  to 
maturity  of  7.95%.  SouthTrust  is  a 
conservatively  managed  regional 
bank  based  in  Birmingham,  Ala., 
which  hasn't  seen  the  loss  of  jobs  or 
housing  inflation  felt  in  other  regions 
of  the  country. 

First  Chicago  Corp.  8%s  of  2002 
yield  128  basis  points  over  the  ten- 
year  Treasury.  Rated  A-,  they  trade  at 
106.16,  with  a  yield  to  maturity  of 
7.93%.  Like  other  better- capitalized 
banks,  First  Chicago  has  segregated 
its  nonperforming  loans  into  a  sepa- 
rate entity — a  good  bank/bad  bank 
restructuring. 

Want  the  giltiest  of  the  gilts?  J. P. 
Morgan  &  Co.  8x/2%  subordinated 
notes  of  2003,  rated  AA+,  are  about 
70  basis  points  over  the  Treasury 
priced  at  108.45,  to  yield  7.35%. 
That's  a  handsome  premium  over 
money  market  accounts,  but  don't 
forget  there  is  an  element  of  market 
risk  between  now  and  maturity.     WM 
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Moving  into  long-term  bonds  is  a  risky  course  for 
investors  needing  higher  yields.  Carefully  selected 
common  stocks  may  be  a  better  alternative. 

Don't  reach 
for  income 


BY  DAUID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  LP., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


Up  to  now,  falling  interest  rates  have 
given  us  the  worst  of  two  worlds. 
They  have  failed  to  stimulate  business 
activity  or  increase  capital  spending  or 
encourage  the  selling  of  big-ticket 
consumer  items.  On  the  other  hand, 
they  have  decimated  the  income  of 
folks  dependent  on  their  investments 
to  get  by. 

What  should  the  investor  do?  First 
of  all,  avoid  the  traps  that  too  many 
investors  are  falling  into.  Do  not 
move  indiscriminately  from  CDs  or 
money  market  funds  into  high -divi- 
dend-paying stocks  in  the  hope  that 
their  appreciation  and  dividends  will 
necessarily  bail  you  out.  And  be  very 
careful  about  extending  maturities  far 
out  just  to  pick  up  1%  or  so  more  in 
Weld.  When  you  move  from  a  5 -year 
to  a  30-year  maturity  to  pick  up  a 
smidgen  more  income,  you  are  in- 
creasing your  risk  level  many  times. 

As  recovery'  quickens,  the  rate  of 
inflation  will  undoubtedly  rise,  taking 
interest  rates  with  it.  A  1%  increase  in 
the  30-year  bond  rate  results  in  a 
10.9%  reduction  in  principal;  a  2% 
increase,  19.9%;  and  a  3%  rise,  27.5%. 
A  one-  or  two-percentage-point  im- 
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provement  in  yield  is  small  recom- 
pense for  this  kind  of  risk.  Especially 
is  this  true  at  a  time  when  interest 
rates  seem  to  be  at  or  close  to  their 
cyclical  bottom. 

A  smarter  course  is  to  hold  your 
maturities  to  about  five  years  in  bet- 
ter-quality bonds.  If  interest  rates  do 
go  up,  you  will  have  little  down  side.  I 
realize  that  many  people  need  more 
income  than  five-year  high-quality 
bonds  provide  but  better  to  dip  a  bit 
into  capital  than  risk  losing  a  big 
chunk  of  it. 

For  people  caught  in  the  low-inter- 
est-rate squeeze,  carefully  selected 
stocks  may  be  the  best  way  out.  Here 
again,  don't  reach  for  income:  An 
extremely  high  yield  often  means  the 
current  rate  cannot  be  sustained. 
Here  is  a  checklist  I  use  in  buying 
higher-yielding  stocks: 

For  an  industrial  company,  the  divi- 
dend on  average  should  be  no  more 
than  50%  of  reported  earnings  over 
the  past  five  years,  and  earnings 
should  not  have  declined  sharply  in 
the  last  year  or  two.  Too,  a  record  of 
earnings  and  dividends  increases  over 
time  with  few  cuts  is  important,  as 
is  having  no  major  capital  spending 
projects,  acquisitions  or  other  events 
pending  that  will  put  pressure  on 
the  dividend. 

For  those  with  cash  to  invest  at  this 
time  or  who  are  dissatisfied  with  mon- 
ey market  yields,  here  are  a  number  of 
stocks  that  meet  my  criteria. 

Aetna  (42)  is  the  largest  U.S.  stock- 
holder-owned insurance  company. 
Real  estate  charges  and  Hurricane  An- 
drew will  lower  earnings  this  year,  but 
they  should  rebound  sharply  in  1993. 
The  stock's  dividend  rate  (now  $2.76 
a  share)  has  never  been  cut.  Aetna 
trades  at  a  P/E  of  1 1  and  yields  6.6%. 


H.F.  Ahmanson  &  Co.  (13)  is  the 
nation's  largest  thrift.  With  reason- 
able capital  and  asset  writedowns  like- 
ly to  begin  to  slacken  in  the  next  few 
quarters,  the  dividend  appears  to  be 
secure.  The  stock  trades  at  a  p/e 
of  7  and  yields  6.3%. 

American  Electric  Power  (32)  has 
eight  operating  subsidiaries  in  the 
East  and  Midwest.  The  company  pays 
a  $2.40  dividend,  which  has  been 
rising  moderately  over  the  years.  The 
stock  currently  yields  7.4%,  more  than 
2V2  times  the  return  on  three-month 
Treasury  bills,  and  has  a  p/e  of  14. 

Hanson,  Pic.  (18)  is  a  major  U.K.- 
based  diversified  company  with  prof- 
its approximately  evenly  split  between 
U.S.  and  U.K.  operations.  With  an 
improving  economy  in  1993,  earn- 
ings could  equal  the  record  $1.85  per 
share  earned  in  1990.  han  has  a  long 
record  of  dividend  increases,  from 
4  cents  per  adr  in  1976  (before  Brit- 
ish withholding  tax)  to  the  current 
$1 .30  rate.  The  stock  has  a  p/e  of  1 1 
and  provides  a  gross  yield  of  7%. 

Washington  Water  Power  Co.  (34) 
provides  electricity  and  natural  gas  in 
parts  of  Washington  State  and  Idaho. 
The  company  pays  a  $2.48  dividend, 
which  has  increased  moderately  in  the 
last  decade.  The  stock  has  a  P/E  of 
14  and  yields  7.1%. 

John  Hancock  (23)  is  a  closed-end 
diversified  investment  management 
company.  Its  main  objective  is  to 
provide  income,  with  the  secondary 
goal  of  capital  appreciation.  The 
dividends  should  be  about  $1.88 
in  1992.  The  stock  provides  an 
8.2%  yield. 

Whatever  you  do,  remember  this: 
Don't  put  all  your  stock  market 
eggs  in  one  basket.  Diversify.  Spread 
your  risk.  ■ 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
is  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
:he  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 
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All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  5LA6 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1-800-FORBES-5. 
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Here's  an  investment  strategy  that  works  well  but  can  be 
extremely  dangerous  in  its  simplest  form. 

Haiing  your  cake 
and  eating  it  too 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


During  a  recent  six-state  speaking 
trip  I  was  surprised  to  discover  that  a 
particular  stock  market  strategy  has 
become  immensely  popular.  It  in- 
volves buying  the  five  or  ten  highest- 
yielding  stocks  in  the  Dow  Jones 
industrials  and  holding  them  for  12 
months.  Then,  usually  around  Jan.  1, 
you  switch  into  whichever  five  or  ten 
Dow  stocks  are  yielding  the  most  at 
that  time. 

My  contrarian  instincts  were 
aroused  as  they  always  are  whenever 
so  many  investors  pile  onto  a  band- 
wagon. Moreover,  according  to  aca- 
demia's  capital  assets  pricing  model, 
it's  supposedly  impossible  to  con- 
struct portfolios  with  below- average 
risk  that  have  long-term  above-aver- 
age performance. 

Despite  my  skepticism,  however, 
I  discovered  that — with  modifica- 
tion— this  high-yield  strategy  has  a  lot 
going  for  it. 

The  modification  is  this:  You  can't 
buy  just  any  high-yielding  stock;  it 
must  also  be  the  stock  of  a  financially 
strong  company.  This  would  elimi- 
nate buying  into  a  company  that 
might  soon  be  forced  to  cut  its  divi- 
dend. Thus  the  amended  strategy 
calls  for  the  purchase  of  high-yield- 
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ing  stocks  of  companies  with  strong 
balance  sheets,  a  long-term  pattern 
of  earnings  growth  (even  if  that  pat- 
tern might  have  been  temporarily 
interrupted),  and  with  no  history  of 
dividend  cuts. 

Geraldine  Weiss  writes  a  top-per- 
forming newsletter  devoted  to  this 
strategy,  and  it  seems  to  work.  Her 
Investment  Quality  Trends  has  easily 
beaten  the  Wilshire  5000's  total  re- 
turn, gaining  nearly  155%  since  the 
beginning  of  1986,  versus  the  Wil- 
shire's  125%— and  it  did  so  with  20% 
less  volatility  (the  academics'  proxy 
for  risk). 

To  make  the  strategy  work,  Weiss 
ruthlessly  eliminates  companies  that 
are  not  of  the  highest  quality,  focus- 
ing only  on  those  rated  at  least  "A" 
for  quality  by  Standard  &  Poor's  and 
that  have  a  long  and  consistent  pat- 
tern of  dividend  payouts.  Her  applica- 
tion of  the  strategy  eliminates  most  of 
the  stocks  that  would  appear  to  be 
good  candidates  for  purchase  if  yield 
were  the  sole  criterion. 

Is  the  success  of  Weiss'  letter  and  of 
the  strategy  a  fluke?  To  be  sure,  low- 
risk,  high-yielding  stocks  benefited 
during  the  1980s  from  several  excep- 
tional forces  that  are  unlikely  to  be  as 
strong  in  the  future .  For  example ,  part 
of  utility  stocks'  gain  over  the  last 
decade  can  be  traced  to  the  decline  in 
interest  rates;  with  interest  rates  cur- 
rently so  low,  utility  stocks  won't  be 
boosted  as  much  by  declining  rates 
over  the  next  decade. 

Another  exceptional  feature  of  the 
last  decade  that  helped  low- risk,  high- 
yield  stocks:  indexation.  According  to 
research  conducted  by  Professor  Josef 
Lakonishok  of  the  University  of  Illi- 
nois at  Urbana-Champaign,  indexa- 
tion's growing  popularity  has  caused 
the  S&P  500  over  the  last  ten  years  to 
gain  an  average  of  3 . 1  %  more  per  year 


than  it  would  have  otherwise.  And,  of 
course,  the  S&P  500  includes  most  of 
the  dividend-paying  stocks. 

But  even  with  these  reservations,  I 
am  convinced  that  low-risk,  high- 
yielding  stocks  will  continue  to  do 
well.  In  my  corner  is  no  less  an  expert 
than  Fischer  Black,  who,  while  at  MIT, 
was  one  of  the  fathers  of  the  capital 
assets  pricing  model  and  who  now  is 
at  Goldman  Sachs.  He  has  concluded 
that  low-risk,  high-yielding  stocks 
will  continue  in  the  1990s  to  do 
better  than  predicted  by  his  theory — 
though  not  to  as  great  an  extent  as 
they  did  in  the  1980s. 

Which  particular  stocks  does  Weiss 
currently  highlight?  Three  are  utili- 
ties: Cincinnati  Gas  &  Electric  (37, 
yielding  6.7%),  Atlantic  Energy  (23, 
yielding  6.6%)  and  Texas  Utilities 
(42,  yielding  7.3%).  Others  include 
John  H.  Harland  (24,  which  prints 
checks,  yielding  3.9%),  Luby's  Cafe- 
terias (17,  which  provides  cafeteria 
services,  yielding  3.3%),  Servicemas- 
ter  L.P.  (27,  which  provides  cleaning 
and  other  services  for  homes  and 
businesses,  yielding  5%),  and  Syntex 
(27,  the  pharmaceutical  company, 
yielding  4%). 

Wait.  Aren't  the  above  all  non- 
Dow  stocks?  Yes.  That's  because 
Weiss  is  currently  rather  bearish  on 
the  blue  chips.  Of  the  ten  top-yielding 
Dow  stocks  that  are  otherwise  favored 
by  the  naive  version  of  the  high-yield 
strategy,  she  currently  likes  only 
Exxon  and  IBM. 

And  don't  forget  that  Weiss  docs 
not  follow  the  simplest  version  of  the 
high-yield  strategy.  By  giving  equal 
weight  to  financial  strength,  she 
comes  up  with  stocks  that  would 
probably  hold  up  well  in  a  bear  mar- 
ket. Those  who  focus  on  yield  alone 
and  ignore  financial  stability  may  be 
making  a  big  mistake.  H 
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FINANCIAL  STRATEGY 


MONEY  &  INVESTMENTS 


I'm  gloomy  about  the  economy,  but  not  about  profitable 
investments  in  this  worldwide  recession. 

A  recessionist's 
portfolio 
still  works 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight, 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


No  matter  who  wins  the  election, 
prosperity  is  not  just  around  the  cor- 
ner. When  we  pile  up  debts  the  way 
we  did  in  the  1970s  and  1980s,  histo- 
ry shows  it  takes  a  decade  to  unwind, 
resulting  in  ten  years  of  subpar  eco- 
nomic performance.  We  are  not  even 
halfway  through  this  down  cycle. 

It's  not  just  the  U.S.  Japan  has 
much  worse  problems  with  collapsing 
real  estate  and  stocks,  and  an  econo- 
my in  need  of  massive  restructuring. 
The  deepening  recession  in  Europe  is 
creating  such  significant  problems 
that  integration  has  been  stalled. 

But  this  doesn't  mean  that  an  inves- 
tor can't  do  well.  "There's  money  to 
be  made  in  times  of  rapid  change,  and 
recessions  are  no  exception,"  I  wrote 
in  my  Sept.  18, 1989  column,  when  I 
described  my  "recessionist's  portfo- 
lio." Most  of  the  themes  it  outlined 
remain  valid,  and  my  firm's  portfolios, 
based  on  those  themes,  have  handily 
outperformed  the  s&P  500  index. 

It's  time  to  revisit  the  themes  on 


which  that  portfolio  was  based. 

Long-term  interest  rates:  They  will 
continue  to  fall,  and  30-year  Treasury 
yields,  now  7.5%,  may  go  to  4%  to  5% 
as  the  global  recession  drags  on  and 
inflation  fears  fade.  One  caveat:  If 
Clinton  is  elected  and  the  economy 
stays  soft,  he  and  Congress  may  panic, 
flood  the  country  with  money  and 
spending,  and  spawn  inflation  fears 
and  a  leap  in  bond  yields. 

European  bonds:  attractive,  since 
even  the  inflation-petrified  Bundes- 
bank will  realize  that  falling  econo- 
mies demand  lower  interest  rates.  My 
firm  is  long  ten-year  German  govern- 
ment bonds  in  our  managed  portfo- 
lios. Watch  out,  however,  and  hedge 
your  currency  risk  lest  a  rising  dollar 
offset  your  foreign  bond  gains. 

Short-term  interest  rates:  These 
have  only  a  little  further  to  fall  in  the 
U.S.,  but  a  lot  in  Europe.  Contrast 
the  Bundesbank's  9.5%  Lombard  rate 
with  the  Fed's  3%  discount  rate,  and 
recall  that  German  short  rates  are 
normally  below  those  in  the  U.S.  We 
like  Euromark  obligations. 

Utility  stocks:  still  a  good  bet  be- 
cause of  the  potential  further  decline 
in  long-term  interest  rates,  but  stick 
to  high  quality  with  secure  dividends. 

Cyclical  stocks:  Avoid.  Continuing 
economic  weakness  and  the  inability 
to  raise  prices  foretell  disappointing 
earnings,  a  reality  that  investors  are 
starting  to  accept. 

Commodity  prices:  down.  This  is  a 
no-brainer  in  a  long  global  recession. 
We  are  short  copper  as  the  queen  of 
industrial  metals'  attractiveness  fades. 

Oil:  down.  Everybody  wants  to 
pump  more  foreign-exchange-gener- 


ating oil — Russia,  Iran,  Saudi  Arabia 
and  Kuwait.  Iraq  is  destined  to  re- 
sume exports.  At  the  same  time, 
worldwide-recession-dampened  de- 
mand will  remain  weak,  even  with  a 
Mount  Pinatubo-induced  cold  win- 
ter. Nevertheless,  cold  weather  will  be 
a  shock  to  a  nation  brainwashed  by 
the  global  warming  crowd,  so  we  own 
natural  gas  stocks  and  are  long  heat- 
ing oil  while  short  gasoline. 

Tangible  assets:  The  debacle  is  far 
from  over.  For  example,  it  will  take  a 
decade  to  fill  U.S.  office  space,  even  if 
no  more  is  built.  The  trouble  is,  what 
is  left  to  sell  short?  Many  of  the  New 
England  savings  banks  we  shorted 
earlier  are  dead  and  gone. 

Junk  bonds:  Avoid,  as  they  get 
junkier.  Marriott,  for  instance,  has 
essentially  abandoned  its  bad  real  es- 
tate and  its  junk  bond  financing  to  a 
separate  corporation.  And  other  real 
estate  laden  companies  may  follow. 

The  dollar:  Be  long.  It  will  rise 
against  other  currencies  as  the  global 
recession  is  recognized.  As  noted  in 
my  Sept.  14  column,  the  buck,  the 
world's  safe  haven,  will  benefit  from 
continuing  currency  turmoil  in  Eu- 
rope as  well  as  business  weakness  and 
interest  rate  cuts  there  and  in  Japan. 

The  Japanese  stock  market:  It's  still 
a  short.  The  new  government  stimu- 
lus program  doesn't  address  funda- 
mental problems.  At  a  global  average 
P/E  of  18  and  a  20%  earnings 
decline — a  minimal  drop,  given  the 
financial  and  production  leverage  of 
corporate  Japan — the  Nikkei  will  sell 
at  8000.  This  is  less  than  half  its 
current  level  and  down  a  bunch  from 
its  1989  peak  of  39,000. 

Medical  stocks:  another  good 
short.  The  nation  has  decided  that 
preserving  life  at  any  cost  is  out  and 
controlling  medical  cost  is  in. 

Anything  to  buy?  We  like  providers 
of  office  automation,  like  Autodesk 
(51)  and  Electrocom  Automation 
(23);  and  telecommunications  hard- 
ware and  software  companies  like 
Southwestern  Bell {70)  and  other  Baby 
Bells.  These  companies  will  aid  service 
organizations  in  their  newfound  zeal 
for  productivity. 

Fundamentally,  our  recessionist's 
portfolio  is  still  intact.  The  nation 
spent  nearly  two  decades  piling  up 
debt;  we  have  a  good  way  to  go  before 
we  are  out  from  under.  H 
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Forbes  Thoughts  on  the  Business  of  Life 


The  three-volume  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  opens  up  a 
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thought  strikes  a  spark  of  plea- 
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over  10,000  meticulously  culled 
quotes  from  the  world's  greatest 
authors. 

The  set  also  makes  an  ideal 
holiday  or  birthday  gift  for  business 
associates,  friends  and  those 
hard-to-please  colleagues  on 
your  list.  It  is  a  pleasure  to  read, 
whether  you  choose  to  sample  a 
random  few  inspirational 
thoughts  at  a  time  or  to  pursue  a 
more  charted  course  with  the  aid 
of  both  subject  and  author  indexes. 

When  so  many  choices  in  busi- 
ness gifts  wear  out  their  welcome 
instantly,  the  three-volume 
"Thoughts"  will  surely  be  cher- 
ished for  a  lifetime.  The  cost  in- 
cluding slipcase  and  shipping  is 
$49.50.  To  receive  your  edition 
or  send  it  as  a  gift,  simply  fill  out  and 
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MONEY  &  INVESTMENTS 


Currency  hedging  should  be  nothing  more  than 
a  form  of  investment  casualty  insurance. 

Keep  it  simple 


BY  ANDREW  J.  KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  exchange  investment  management 

and  hedging/advisory  firm 

based  in  Englewood  Cliffs,  N.J. 

He  is  author  of  The  Money  Bazaar. 


Since  1985  U.S. -based  investment 
managers  have  dramatically  increased 
their  foreign  investments.  In  mutual 
funds  alone,  overseas  asset  exposure 
has  increased  from  a  paltry  $64  mil- 
lion to  over  $30  billion. 

All  to  the  good,  but  this  has  also 
introduced  a  very  serious  new  ele- 
ment of  risk.  Investing  at  home,  inves- 
tors accept  the  expected  market  risk. 
Investing  abroad,  investors  face  a  sec- 
ond risk:  currency  fluctuations.  If  you 
buy  German  bunds  and  the  price  rises 
but  the  mark  drops  against  the  dollar, 
you  could  end  up  with  fewer  dollars 
for  your  marks,  losing  money  on  an 
otherwise  smart  investment. 

Thus  most  U.S. -based  internation- 
al investment  managers  have  elected 
to  eliminate  the  currency  risk  factor 
by  hedging  with  forwards,  futures  and 
currency  options  in  an  effort  to  reduce 
the  element  of  currency  risk.  Unfor- 
tunately, in  recent  months  many  of 
these  foreign  currency  hedging  (over- 
lay) programs,  implemented  to  pro- 
tect the  dollar  value  of  their  foreign 
securities,  have  backfired. 

If,  for  example,  an  investment  man- 
ager had  bought  dollars  and  sold 
deutsche  marks  in  late  May  in  an 
attempt  to  hedge  against  the  currency 
fluctuations  from  a  purchase  of  Ger- 
man bunds,  then  the  portfolio  got 


clobbered.  Here's  why:  The  .dollar/ 
deutsche  mark  subsequently  dropped 
from  1 .64  deutsche  marks  to  the  dol- 
lar to  1.46,  a  10.98%  adverse  move 
against  the  hedge,  while  the  bunds 
rallied  some  3.75%.  Without  the 
hedge,  the  bund  purchase  would  have 
looked  great.  Instead,  the  manager 
had  to  write  a  check  for  10.98%  to 
settle  the  forward  contract — ouch. 

Back  to  the  drawing  board.  People 
investing  overseas  now  realize  they 
must  take  two  things  into  account: 
( 1 )  How  does  the  program  perform  in 
various  market  conditions,  including 
choppy  markets,  trending  markets 
and  markets  that  gap?  (2)  What  are 
the  potential  cash  costs  of  hedging  the 
portfolio,  since  different  strategies 
have  different  cash  implications? 

Broadly  speaking,  there  are  two 
approaches  to  currency  hedging — 
passive  and  active. 

Passive  management  is  simply  the 
mechanical  use  of  either  forwards  or 
futures  to  lock  in  prevailing  market 
rates  for  some  future  date.  For  exam- 
ple, a  manager  with  German  equities 
may  elect  to  sell  deutsche  marks  and 
buy  U.S.  dollars  for,  say,  three 
months  in  the  future  at  a  rate  of 
DM1.50.  The  manager  is  now  obli- 
gated to  deliver  deutsche  marks  at 
that  rate,  regardless  of  the  market  rate 
that  exists  in  three  months'  time.  As 
we  saw,  this  strategy  incurs  problems 
when  the  dollar  moves  adversely  to 
the  forward  positions.  Such  a  contract 
would  have  generated  cash  losses  that 
would  have  to  be  settled  by  writing 
(sometimes  enormous)  checks. 

By  contrast,  active  management 
has  many  faces,  including  computer- 
ized technical  models,  "dynamic" 
hedging  systems,  and  more  custom- 
ized "discretionary"  methods.  How- 
ever, these  technical  computer  mod- 
els that  generate  buy  and  sell  signals 
based  on  currency  price  movements 
simply  do  not  work  under  all  market 
conditions,  especially  in  choppy  or 
gapping  markets.  During  the  turmoil 


this  fall  in  the  currency  markets,  many 
technical  systems  were  whipsawed  as 
they  executed  buys  at  higher  levels 
and  sales  at  lower  levels — an  expen- 
sive practice.  With  the  number  of 
discontinuous  price  movements  on 
the  rise  in  currency  markets,  dynamic 
hedging  has  become  hazardous. 

Finally,  there  are  a  slew  of  discre- 
tionary overlay  techniques  practiced 
by  managers  who  hedge  using  a  vari- 
ety of  market  tools  based  upon  their 
individual  assessments  of  expected 
market  movement.  The  performance 
of  any  discretionary  manager  is  as 
good  as  his  ability  to  forecast  markets 
and  successfully  structure  cost-effec- 
tive hedging  strategies. 

Given  these  risks  and  complexities, 
what  should  an  investor  do?  My  bias  is 
for  keeping  it  relatively  simple,  with 
the  selective  use  of  long  options  for 
hedging  international  portfolios.  As 
we  learned  from  the  s&L  debacle,  a 
clear  prescription  for  disaster  can  be 
hedging  long-term  assets  with  short- 
term  liabilities.  By  this  analogy,  a 
long-term  portfolio  is  best  protected 
by  buying  currency  options;  the  con- 
tingent nature  of  options  makes  them 
ideal  for  hedging  a  long-term  portfo- 
lio. These  options  should  be  pur- 
chased for  hedging  only  when  you 
expect  a  large  market  move;  hedging 
with  options  during  quiet  or  consoli- 
dating markets  can  prove  unnecessari- 
ly costly.  Even  when  wrong,  however, 
this  basic  approach  keeps  the  poten- 
tial costs  of  "hedging"  predeter- 
mined and  generally  quite  modest.   - 

Before  you  consider  diversifying 
your  assets  internationally,  do  your- 
self a  favor  and  inquire  as  to  how  your 
currency  exposure  will  be  managed. 
My  approach  to  currency  overlay  may 
lack  the  surface  appeal  of  more  highly 
engineered  or  packaged  systems,  but 
remember:  Hedging  should  be  noth- 
ing more  than  a  form  of  investment 
casualty  insurance.  There's  nothing 
romantic  about  buying  more  than 
you  need.  ■ 
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Every  day,  more  and  more 
business  travelers  are  flying  with  Packard  Bell 

Why  is  that? 


Could  be  that  the  Packard  Bell 

notebook  packs  more  computer  power, 

flexibility,  connectivity,  convenience  and 

value  per  ounce.  (Nobody  ever  questions 

Packard  Bell  value). 

It  might  be  because  Packard  Bell 

notebooks  are  factory  loaded  with  all  the 

software  you  need  to  be  up  and  running 

fast... including  Windows.™ 

Maybe  it's  because  Packard  Bell 

user  support  services  spoil  you. 


Which  is  to  to  say  that  the  solution 
to  a  problem  doesn't  depend  on  time  zones 
or  datelines.  Could  be  all  of  those  things. 
Most  likely  is.  It's  all  why  America's  at  work 
with  Packard  Bell. 
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America  grew  up  listening  to  us.  It  still  does. 
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FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  pinpoint  over 
200  extremely  vulnera- 
ble stocks  (rated  8  or  9) 
— including  some  very 
famous  names — which 
I  believe  could  lake  a 
MARTIN  ZWEIG  bath"  at  any  time.  I'll 
rush  you  these  ratings  as  an  instant 
bonus  when  you  try  Zweig  Performance 
Ratings  Report... which  systematically 
rates  3,400  stocks  from  1  (the  top  5%) 
down  to  9  (the  worst  5%)  for  expected 
price  performance  in  the  next  6  to  12 
months.  Since  these  monthly  updated 
ratings  began  in  1976,  stocks  rated  1 
have  gone  up  3893.5%  vs.  only  2.4%  for 


stocks  rated  9.  The  ratings  cover  all 
NYSE  and  AMEX  stocks,  plus  over  1 ,000 
OTC  stocks,  showing  the  current  Perfor- 
mance Rating,  recent 
Price,  Dividend  Yield, 
and  P/E  of  each.  Act 
now  and  I'll  also  send  a 
gift  copy  of  my  book, 
"Winning  on  Wall 
Street"  ($20  retail). 
Time  is  crucial. 

EXTRA  BONUS 
Three-Month  Trial  $45. 
One  Year  $205.  Visa/MC. 
1-800-535-9649  Ext.  9092 

ZWEIG  PERFORMANCE 
RATINGS  REPORT 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


PRESENTATION  EQUIPMENT 


The  most  advanced  pen  sized 

Laser  Pointer           Incredible  Low  Price 
INFINITER™. - 


$72 


Silver  Only 

$6  00 


Don  t  Lose  Their  Attention!  „ 

_  .  .  .   .  .  55  Oak  Court  Danville  CA  94526 

Bright  red  laser  dot  lets  your  audience  focus  on  Te)  5,0920, 763  Fai  5io-820-8738 
your  topic  and  lets  you  direct  the  presentation 
Ideal  for  seminars,  classrooms  and  all  presentations 


CALL  800-854-6686 


VOICE  MAIL 


**•* 


BUSINESS  OPPORTUNITIES 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


BLAST 

Vmin  Mes&hp.  Thmii 


VOICE  MAIL 
V*    TELEMARKETING 
**CALL  PROCESSING 

Transform  your  PC/XT/AT/386  rto  a  muWme  voice  pro- 
cessing command  center.  InleAgcntfy  process  yoor 
sales,  njwes.  and  messages  Complete  package 

Multi-Line  S995 

SINGLE  UNE  S295 

'   ■-   .-      "      ■  . 

/-COO 
FOR  SALES  Of)  INFORMATION 

Call:  1-800-947-4884 


$99 


plus 
state  fees 


Call  toll  free  today:  (800)  877-4224 
CORPORATE  AGENTS,  INC. 


CALL  IS10)  522-3800  •  FAX  ISIOi  522  5S56 
TALKING  TECHNOLOGY,  INC. 

I'2S  ATLANTIC  «VE    •ALAMCOA    CA  94501 


r 


INCORPORATE  IN  DELAWARE! 

Specialists  In  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Cafl/Wrtta  for  FREE  KIT: 
P.O.  Box  484-FB 
1  WHmington,  DE  19890 

B    l>kl.  «)f>321-CORP-  302-652-6532 
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Receive  Value  Line 
for  only  $65l  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you  the 

2000-page  Investors  Reference  Library— Value  Line's  most  recent  Ratings  and  Reports  on 

1700  stocks  and  the  practical  guide  How  to  Invest  in  Common  Stocks.  You  will  also  receive 

analyses  of  about  130  stocks  each  week  for  10  weeks  forces  $55.  Available  only  once  every  two 

years  to  any  household.   SPECIAL  BONUS:  J.K.  LASSER'S  YOUR  INCOME  TAX  1993 

(Retail  price  $14.00).  With  your  subscription  you  will  receive  absolutely  free  J.K.  Lassefs  Your 

Income  Tax  1993  (528  pages)  with  •  hundreds  of  money-saving  tips  for  reducing  your  taxes  • 

complete  instructions  for  preparing  your  tax  return  •  year-round  financial  planning  advice  •  24 

hour  telephone  helpline  •  free  tax  update  supplement  with  forms  for  filing  and  late-breaking  tax 

law  changes.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may 

be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 

name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

(Ext.  2903-Dept.  216G09)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  lor  delivery. 

NY  residents  add  sales  tax.  Foreign  rales  upon  request. 

The  Value  Line  Investment  Survey* 

711  3rd  Avenue 

NY.  NY  10017-4064 


BUSINESS  FINANCING 


LENDERS  WHO 

STILL  SAY 

YES! 


Over  5,000  aggressive  lenders  & 
equity  investors  on  computer  diskette. 

DtuMerge,  Inc. 
800-228-1372 


Fire  Demo  Disk 


EDUCATIONAL  SERVICES 


MBA  Degrees 

through  home  study  in  Marketing 
Management,  Human  Resources 
Health  Care  Administration.  Inter- 
national Business  Save  time, 
effort  and  money  for  AA  BBA  & 
MBA.  Get  the  facts  and  see  for 
yourself.  Call  (800)  477-2254. 
Southern  California  University,  202 
Fashion  Lane-#F,  Tustin  CA  92680 


BUSINESS  OPPORTUNITIES 


"12  SUNKEN 

TREASURE  SHIPS... 
Discovered"  after  4  yrs  & 
$1.5M.  Need  JV  partner(s) 
with  $400K  to  complete 
project.  Pot.  $30M+  returnl 
References.  814-255-6005. 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Wort,  Lilt  too  AcoOomic 

Eiptntfict  •  No  Cliuroom 

MeaOMC*  RtpuirtO 

1-600-423-3244 

FAX  (310)  471  -6456 

or  tan*  oetnitd  rowmo 

lor  Frtt  f»tlu»lion 

Pacific  Western  University 

600  h  Stputwra  BtvO  Depl  U5  Los  Anodes  CA  91)049  J 


CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  lo 

Free  Bum  mis'.  (  atalog 

US   f.overnment  Printing  office 

Office  of  Marketing— Slop  SM 

Washington.  DC  20401 


FREE  VIDEO- 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 

Credit  for  work  /  life  exp   •  \<  I  nditcd 

(800)  759-0005  EXT  607  (24hr) 

La  Salle  University 

Dept.  67  Mjndrvillr.  LA  70470-4000 


SHARING 


IS  CARING 


FORBES  MARKET 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

'e  buy  &  sell  Diamonds  and  all  Precious 
mstones.  Free  wholesale  catalog  since 
57!  Member:  Jewelers  Board  of  Trade  & 
fiamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  4234S 

TOLL  FREE  1-800-626-8352 


Is  en 


FORBES  BINDERS 


CASE 


Save  your  copies  of  forbes 

fhese  custom-made  cases 

md  binders  protect  your 

aluable  copies  from  dam- 

ige  They  hold  about  half  a 

'ear's  issues.  Made  from  re 

nfo'rced  board  covered  with 

eather-like  material  in 

ed.  Title  is  hot-stamped 

in  gold.  Binders  have 

special  spring  mechanism 

to  hold  snap-in  rods. 

Cases:  1 -$7.95    3-S21.95 

Binders:  1 -$9.95    3-S27.95 

ORDER  FROM:  Jesse  Jones  Industries.  Depl.  FB, 

499  East   Erie  Ave.   Phila  .   PA   19134    Enclose 

name,  address  (no  P.O.  Box)  &  payment  Add  $1  per 

unit  tor  P&H.  Outside  USA  $2  50  per  unit  (U.S.  funds 

only).  Pa.  residents  add  6%  sales  tax.  Credit  card 

orders  call  1-800-825-6690 (mm.  $15).  Please  allow 

4  to  6  weeks  for  delivery  Satisfaction  Guaranteed. 


It  keeps 

_  more  than 

I  memories 

alive. 


a 


THE  AMERICAN  HEART 

ASSOCIATION 
MEMORIAL  PROGRAM. 


***  American  Heart 
V  Association 


This  space  provided  as  a 
public*  service 


EXECUTIVE  GIFTS 


MSl.  Behold 

W  thktiii.eyh; 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 

WON'T  SHRINK  AND  LASTS. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing . 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff.")   Refund?  Anytime. 

lilley  EnduraUcs  1-800-338-2797 


3525  Seneca  St. ,  West  Seneca,  NY  14224 


Limited  Edition 
Unique  T-Shirts 

1,000  Printed-copyrighted  ©  M.  Meeker  '92. 
100%  Cotton/White  Only.  Small,  Medium, 
Lg  &  X-Lg  $25.00  ea.  Catalog  on  Request. 
Marion  Meeker  28  Vesey  Street 
Suite  2264,  New  York,  N.  Y.  10007 


HAND  CARVED  MAHOGANY 

7ARBIRDS 


•  16"  to  22"  models  are  hand- 
crafted from  solid  mahogany  with 
hondpamted  markings  and  details 

•  Over  160  models  in  stock 

•  Priced  from  $99,50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


pacific 


WOttVSlUDWCMAItBB 

OfflNt 
MtOSOJlFTUttS 

W255No*79*SitmI 
Stoftdole  Aijxrt. « 83260 
1602199118(1   ££.    » 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


CORPORATE  ITEMS 


THE  BUSINESS  CARD  THAT  LASTS  FOREVER. 

A  gift  of  a  Victorinox*  Classic  Swiss  Army  Knife  is  a  great  way  to  get  your 

business  associate  or  prospect  to  keep  you  top-of-mind.  It  is  guaranteed  to 

always  be  close  at  hand,  and  it  says  that  you  understand  the  value  of 

quality. 

For  a  free  mock-up  sample,  send  us  your  logo  or  imprint  message  (logo 

should  be  black  and  white  camera  ready  art)  and  see  how  the  business 

card  that  lasts  forever  can  work  for  you. 


CHRISTOPHER  ADVERTISING 

555  Goffle  Road 

Ridgewood,  NJ  07450 

1-201-447-6200       FAX:  1-201-447-2926 


COJlPORAniLAPPaTel>  Luggage,  Accessorie 


Custom  Imprinted  or  Monogrammed! 


Call  or  write  for  our  Free  Catalogue. 
1-800-648-3699  •  Fax  (216)  847-6760 


MANUFACTURING 


CHAMPAGNE/WINE 


■  PERSONALIZED    LABEL  1 

CHAMPAGNE  j 

FULL  SIZE-LESS  THAN  $10 

SPLITS- LESS  THAN  S 

Personalized  with 
your  message,  greetin 
and/or  logo.  Wine 
and  non-alcoholic 
champagne  also 
available. 

CALL  OR  FAX: 
Private  Cellars.  Ltd. 

2625  NorthChase  Parkway 
Wilmington,  NC  28405 

FAX  919-791-1066 

4  jr*            ' 

g  I       m 

~^m 

800-800-4436 

EDUCATION  &  TRAVEL 


CAMBRIDGE  UNIVERSITY  ENGLAND 


Summer  Programmes 
Teens  15-18  July  18-Aug.  7 
Adults  July  31 -Aug.  7 
at  Queens'  College 
800-922-3552  or  312-787-7477 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•Forward-tilt 

feature 
•Adjustable 

neck  rest 
•  Built-in  adjustable 

lumbar  support 

To  fit  individuals  from  5'2"  up  to  6'6" 


BackSaver  tail  1-800-251-2225 

tax  li  hrs.  lMII»4<vl)WW 

53  leffrcv  Ave.  FME.  Holliston.  MA  0I74( 


GRAND  CHOCOLATE 
PIZZA.. 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  Gift- Wrapped  Delivery  Available. 
Call  For  FREE  BROCHURE. 

(800H75-R.S.V.P. 
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Forbes:  Capitalist  Tool 


©REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICAS  BUSINESS 


STREETWALKER 


EDITED  DY  THOMAS  JAFFE 


"Opportunities — 
or  land  mines" 

REMEMBER  EARLY  THIS  YEAR,    when 

growth  stocks  lost  favor  and  cyclicals 
took  over  as  the  market  leaders?  Hand 
in  hand  with  the  rise  of  the  cyclicals 
came  what  Edward  Walczak  calls  "the 
revenge  of  the  schlock."  Walczak, 
chief  U.S.  investment  officer  of  Von- 
tobel  USA,  a  unit  of  Bank  J.  Vontobel, 
the  private  Swiss  investment  bank  that 
manages  over  $12  billion,  is  talking 
about  the  outperformance  of  those 
stocks  with  the  deepest  problems  and 
the  biggest  exposure  to  the  economy. 
The  schlock  stocks  did  well  on  expec- 
tations that  a  recovery  would  help 
them  the  most.  Some  of  Walczak's 
examples:  Citicorp,  the  automakers 
and  selected  metal  producers. 

But  over  the  past  three  months, 
Walczak  goes  on,  it  has  become  evi- 
dent that  the  economy  remains  slug- 
gish. The  cyclicals  have  corrected; 
ditto  the  schlock  stocks. 

"We  now  have  the  curious  situa- 
tion," says  Walczak,  "where  first 
growth,  then  cyclicals  have  corrected, 
and  the  investor  may  be  presented 
with  a  proliferation  of  opportuni- 
ties— or  land  mines." 

To  avoid  the  land  mines,  Walczak, 
who  manages  the  Vontobel  U.S.  Val- 
ue Fund  and  two  Swiss  funds  (com- 
bined assets,  $300  million),  has  lately 
been  buying  stocks  with  medium-size 
market  capitalizations,  in  companies 
whose  operations  are  relatively  insu- 
lated from  economic  news,  be  it  good 
or  bad.  These  companies  include  su- 
permarket chain  Vons  Cos.  (recent 
price,  23  %),  aviation  services  provider 
AARCorp.  (11%),  container  manufac- 
turer Owens-Illinois  (8%),  Republic 
National  Bank  (42%)  and  Gibson 
Greetings  (16%).  Among  larger  is- 
sues, one  recent  purchase  is  Baxter 
International  (32%),  in  medical  care 
products. 

Note,  too,  Walczak  looks  for  stocks 
with  relatively  low  p/es.  His  portfolio 
has  an  average  multiple  of  11  times 
estimated  1993  earnings,  versus  15.5 
times  for  the  S&P  500  Index. 

Mead,  too 

The  economy  may  still  be  struggling, 
but  the  good  news  for  $4.7  billion 
(estimated  1992  sales)  Mead  Corp.  is 
that  nearly  all  of  the  big  paper  manu- 


facturer's businesses  are  experiencing 
steady  to  rising  prices.  Reflecting  this, 
Mead  stock  has  lately  shown  some 
strength.  Recent  NYSE  price,  37%. 
Even  so,  that's  still  down  about  10% 
from  its  12 -month  high.  At  these 
levels,  analyst  C.A.  Dillon  III  of  Salo- 
mon Brothers  thinks  there's  still  time 
to  take  a  profitable  ride  on  Mead. 
Dillon  points  out  that  the  Daytoh, 


Mead's  carbonless  paper 

A  new  page  for  industry  growth. 


Ohio- based  company  derives  more 
than  75%  of  its  earnings  from  busi- 
nesses that  are  growing  faster  than  the 
paper  and  forest  products  industry  in 
general.  The  biggest  is  coated  un- 
bleached kraft  board,  used  to  make 
beverage  carriers  and  folding  cartons. 
There's  also  coated  paper,  carbonless 
paper,  school  supplies  and  paper 
distribution.  Finally,  Mead  Data, 
through  its  Lexis  and  Nexis  services,  is 
the  largest  in  the  legal  electronic  pub- 
lishing field. 

Nearly  two  years  ago,  notes  Dillon, 
Mead  completed  a  major  capital 
spending  program,  the  leading  com- 
ponent of  which  was  a  $585  million 
project  that  doubled  capacity  for  kraft 
board.  He  estimates  that  by  1996  this 
expansion  will  contribute  an  addi- 
tional 70  cents  a  share  to  earnings. 

Capital  spending  has  since  been  cut 
substantially.  One  result:  Mead  now 
generates  around  $137  million  (or 
$2.33  a  share)  in  excess  cash  after 
dividends.  A  possible  use:  a  stock 
buyback.  Mead  repurchased  some 
10%  of  its  equity  in  1990,  but  had  to 
borrow  the  money  to  do  so. 

Dillon  estimates  Mead  will  earn 
$2.05  a  share  this  year,  up  from  $1 .21 
in  1991,  at  the  bottom  of  its  econom- 
ic cycle.  He's  looking  for  $3.35  in 


1993,  which  puts  the  stock  at  11 
times  next  year's  anticipated  earnings. 

Clinton  and  the  banks 

Brent  Erensel  and  Michael  Mayo, 
the  two  commercial  banking  analysts 
for  New  York's  UBS  Securities  (the 
initials  stand  for  Union  Bank  of  Swit- 
zerland) have  just  published  a  timely 
report  about  the  possible  impact  of  a 
Clinton  victory  on  the  banking  indus- 
try. Their  advice  to  clients:  Decrease 
weighting  in  the  group. 

The  analysts  warn  that  regulatory 
costs  may  increase.  They  expect  a 
Clinton  administration  to  increase 
deposit  insurance  premiums,  require 
additional  Community  Reinvestment 
Act  (cra)  lending  and  use  the  presi- 
dency to  jawbone  the  banks  into  low- 
ering their  consumer  loan  rates. 

Erensel  and  Mayo  also  say  that 
benefits  from  consolidation  may  not 
reach  previously  expected  levels.  They 
think  consolidation  is  bullish  for 
banks,  long  term.  But  under  Clinton 
they  expect  future  deals  would  be 
subject  to  heightened  competitive 
scrutiny  and  CRA  conditions.  In  par- 
ticular, the  regulatory  window  per- 
mitting large  deals  in  the  same  market 
may  close. 

The  analysts  also  note  that  Arkansas 
banking  laws  passed  under  Clinton  in 
1983  and  1988  were  very  restrictive. 

There  are  always  selected  oppor- 
tunities, of  course.  According  to 
Erensel  and  Mayo,  those  banks  that 
need  to  reposition  the  least  may  ben- 
efit the  most.  For  instance,  the  pair 
likes  the  prospects  of  Buffalo- based 
First  Empire  State  Corp.  (recent 
price,  135)  and  Wilson,  N.C. -based 
bb&t  Financial  Corp.  (29V4)  because 
they  are  community-oriented.  The 
analysts  also  like  First  Interstate  Ban- 
corp (40%)  and  U.S.  Bancorp 
(22%) — headquartered  in  Los  An- 
geles and  Portland,  Ore.,  respective- 
ly— because  they  are  located  in  re 
source-based  regions  that  would 
benefit  if  increased  fiscal  spending 
raised  primary  product  prices.  Final 
ly,  they  think  the  market  may  award  a 
scarcity  premium  to  banks  with 
dominant  market  shares.  Some  e\ 
amples:  BankAmerica  (42%), 
Chemical  Banking  Corp.  (31%), 
NationsBank  (44)  and  Barnctt 
Banks  (38%).  ■■ 
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ADVERTISEMENT 


•EALERSCOPE  MERCHANDISING  PRODUCTS  OF  THE  MONTH 
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LECTRA  PROFESSIONAL 
USINESS  TELEPHONE 
STEM 

Electra  Professional  by  NEC  is  a 
mplete  telecommunications  center 
reated  to  enhance  productivity  and 
ontrol  costs.  It  offers  you  a  full- 
atured  system  that  can  easily  be 
ustomized  to  fit  your  specific  business 
eeds.  It  is  available  in  two  config- 
rations:  Level  I  and  II.  Level  I  is  for 
mailer  businesses  whose  telephone 
eeds  don't  require  a  larger,  more 
xpensive  system.  Level  II,  keeping  the 
rowing  business  in  mind,  provides 
lexible  configurations  with  up  to  64 
orts.  The  Electra  Professional  term- 
aals  are  designed  to  enhance  any  office 


environment  without  being  intrusive. 
For  more  information,  call:  1-800-626- 
4952  or  write:  NEC  America,  Inc., 
8  Old  Sod  Farm  Road,  Melville,  New 
York,  11747. 


BOUNCE  PCC900 
CELLULAR  TELEPHONE 

The  PCC900  by  NCI  and  Pioneer 
Electronics  features  a  99-phone  number 
nemory  storage  capacity  of  up  to  32 
'digits  each,  and  alpha  capabilities  that 
allow  the  user  to  store  names  with 
phone  numbers.  Pioneers's  alpha  scroll 
function  lets  the  user  scroll  the  names 
in  the  directory  using  the  pound  and 
asterisk  keys.  It  also  offers  a  cumulative 
call  timer,  pause  in  memory  and 
memory  linking  for  use  when  making 
credit  card  calls  and  other  calls  that 
require  more  numbers  than  a  standard 
phone  number.  With  programmable  call 
restriction  and  auto  answer,  the 
PCC900  features  Pioneer's  unique  theft 
alarm  that  calls  the  user  at  a  pre- 
programmed number  when  someone 
who  is  not  authorized  for  the  phone 
attempts  to  use  it.  The  phone  also 
includes  low  battery  warning,  signal 
strength   indicator,   visual  volume 


indicator,     memory     overwrite 
protection,  illuminated  dot  matrix 
display,  autoload  memory,  quick 
dialing,  auto  retry,  electronic  lock 
and    dual    NAM.     For    more 
information,  call:  (817)  640-4600 
or  write  NCI,  2400  E.  Randol  Mill 
Road,  Arlington,  Texas  76011. 


Pocket  Songs  is  the  leading 
manufacturer  of  Karaoke/Sing-along 
software  in  the  world.  Over  1000 
different  cassette  tapes  and  compact 
discs  featuring  6000  song  titles  make 
up  the  largest  library  of  software. 
Pocket  Songs  is  a  division  of  MMO 
Music  Group  which  has  over  40  years 
of  experience  in  the  music  industry, 
most  notably  Music  Minus  One 
participation  albums,  has  seen  a 
growth  of  50-100%  in  each  of  the  last  5 
years.  For  more  information,  call: 
1-800-NOW-SING  or  write  Pocket 
Songs,  50  South  Buckhout  Street, 
Irvington,  New  York,  10533. 


BROTHER  INTELLLFAX 
SERIES  FAX  MACHINES 
WITH  ACS 


Ask  any  fax  machine  user  what  their 
biggest  fax  problem  is,  and  chances  are 
they'll  say  it's  those  annoying  curled 
faxes  —  the  ones  that  are  impossible  to 
read,  copy  or  file.  That's  why  fax 
customers  are  turning  to  the  Brother 
Intellifax  Series  with  the  amazing  ACS 
Anti  Curl  System.  Simply  put,  ACS 
eliminates  curled  fax  pages  and 
produces  flat,  easy-to-read  faxes  with 
standard  thermal  fax  paper.  Intellifax 
machines  also  come  with  special 
ThermaPlus  fax  paper  that  has  the  look 
and  feel  of  plain  paper.  In  addition, 
these  units  offer  auto  cutters,  feeders, 
fax/tel  switches  and  more  —  all  in  all, 
an  intelligent  and  affordable  alternative 
to  very  expensive  plain  paper  fax 
machines.  For  more  information,  write: 
Brother  International  Corporation, 
Consumer  Products  Division,  Vantage 
Court,  Somerset,  New  Jersey,  08875. 


MOTOROLA  CONFIDANT 
CREDIT  CARD  PAGER 


The  Motorola  Confidant  Pager  keeps 
you  in  touch  while  keeping  you  in  style. 
This  sleek,  thin  line  pager  fits  effortlessly 
into  a  purse,  pocket  or  billfold  while 
incorporating  all  the  features  you'd 
expect  from  Motorola...  the  world  leader 
in  paging  products.  The  Confidant  is 
equipped  with  a  12-digit  backlit  numeric 
display,  musical  alert,  message  time 
stamping,  8  messages  when  off.  It  comes 
with  a  leather  carrying  case.  For  more 
information,  write:  Motorola  Co-op 
Marketing  Department,  1500  N.W.  22nd 
Avenue,  Boynton,  Florida,  33426. 
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INTRODUCING 

A  TECHNOLOGICAL 

BREAKTHROUGH 

ONLY  FORBES 

COULD 

ENGINEER. 


Putting  technology  to  work  is  critical  to  corporate  success  or  failure.  But  until  now,  where 
could  an  executive  turn  for  information  on  how  to  use  technology  to  his  advantage? 

Forbes  announces  a  publishing  first.  Forbes  ASAP.  The  first  high-tech  information  source 
written,  not  for  programmers  or  PhDs,  but  today's  business  managers.  Where  other  technology 
magazines  deliver  jargon-filled  bits  and  bytes,  Forbes  ASAP  cuts  to  the  quick.To 
the  ideas  and  people  behind  the  technology.To  the  practical  applications.  Delivered 
with  a  clarity,  sense  of  humor,  and  edge  you'd  expect  only  from  Forbes. 

Forbes  ASAP  will  debut  as  a  supplement  to  the  December  7,  1  992 
issue  of  Forbes.  Providing  high-tech  advertisers  with  access  to  700,000- 
plus  top  decision-makers.  Those  with  the  power  to  effect  change.  Fast. 

To  reserve  space,  call  Ward  Flock,  Director  of  Advertising,  Forbes 
ASAP,  at  (41  5)  391-7000. 


FORBES  ASAP.   WHERE   TECHNOLOGY    GETS    DOWN    TO    BUSINESS. 


FLASHBACKS 


EDITED  BY  DERO  A.  SADNDER5 


lThe  more  things  change. . ." 
0  years  ago  in  Forbes 

From  the  issue  of  Nov.  1 1 ,  1922) 
'It  behooves  every  automobile  man- 
jfacturer  in  the  U.S.  to  utilize  to  the 
/ery  fullest  extent  the  present  oppor- 
tunity to  so  entrench  and  develop  his 
:ompany  and  his  car  that  when  the 
test  comes,  when  the  merger  era 
opens,  his  enterprise  will  be  chosen  by 
the  financial  and  other  powers- that- 
?e  as  the  foundation,  the  king-pin  of  a 
giant  consolidation  and  thus  become 
one  of  the  swallowers.  ..." 


The  1923  model  Buick  coupe,  said  its 
maker,  "has  swept  the  country." 

"In  the  chief  financial  center  of  the 
country,  New  York,  W.C.  Durant,  of 
automobile  fame,  does  not  command 
'very  much  hero-worship.  The  finan- 
cial community  does  not  forget  that 
not  once,  but  twice,  Durant  has  lost 
control  of  General  Motors.  After  the 
first  mishap,  he  succeeded  in  climbing 
back  into  the  saddle.  But  nobody 
expects  him  again  to  regain  control  of 
General  Motors,  now  that  it  is  in  the 
hands  of .  .  .  the  Du  Ponts  on  the 
industrial  side  and  J. P.  Morgan  &  Co. 
on  the  financial  side." 


60 


years  ago 


(From  the  issue  of  Nov.  15,  1932) 
"Ponder  these  facts:  The  total  in- 
come of  the  people  of  this  country  is 
estimated  to  have  fallen  from  approxi- 
mately $90  billion  to  less  than  $50 
billion.  One-fourth  of  all  who  were 
gainfully  employed  are  now  com- 
pletely idle,  and  a  still  larger  number 
are  working  only  part-time;  almost 
every  high  salary  has  been  drastically 
reduced;  the  income  of  every  investor 
•  has  been  severely  curtailed;  most 
wages  have  been  cut." 

"Congress  and  taxes  will  probably 
be  the  next  thing  for  political  circles  to 
worry  about.  In  only  a  few  weeks  the 
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Too  late,  in  1932  the  transit  lines 
fought  the  auto  with  new  equipment. 


'lame -duck'  session  of  Congress  will 
convene,  which,  incidentally,  may 
easily  be  the  last  of  such  post-election 
sessions,  since  the  amendment  .  .  . 
providing  for  the  presidential  inaugu- 
ration on  January  1st  instead  of 
March  4th  is  rapidly  being  ratified  by 
the  necessary  states." 


50 


years  ago 


(From  the  issue  of  Nov.  15, 1942) 
"What  of  the  next  25  years?  The 
U.S.  is  definitely  destined  to  lead  the 
world  during  the  second  half  of  this 
century  as  preeminendy  as  Britain  did 
in  the  second  half  of  the  last  century. 
After  this  global  war,  our  powerful 
nation  will  not  wash  its  hands  of 
international  responsibilities  as  it  did 
after  the  World  War  by  refusing  to 
join  the  League  of  Nations." 


25  years  ago 

(From  the  issue  of  Nov.  15,  1967) 
"  'I  have  a  soft  spot  in  my  heart  but 
scars  on  my  body,'  is  the  way  Harry  E. 
Figgie  Jr.,  now  president  and  chair- 
man of  $91  million  sales  Automatic' 
Sprinkler  Corp.,  recalls  his  nine  years 
with  [management  consultants] 
Booz,  Allen  &  Hamilton.  .  .  .  Figgie 
says  that  he  would  not  go  through  his 
experience  with  Booz,  Allen  again, 
but  that  he  would  not  have  missed  it 
for  anything.  'I  was  the  one  private  in 
a  Mexican  Army  in  our  [Cleveland] 
office,'  he  recalls.  'They  just  worked 
me  into  the  ground.  My  blood  was 
splattered  all  over  the  walls.'  " 

"When  the  pneumatic  tire  came 
into  the  picture,  we  [at  Goodyear]  put 
all  of  our  chips  on  that.  That  doesn't 
look  like  a  great  piece  of  vision  today, 
but  it  really  was.  Uniroyal  and  Good- 
rich prided  themselves  on  making  al- 
most everything  in  rubber.  I'm  sure 
you  make  progress  faster  by  concen- 
trating on  something  and  giving  it  all 
you've  got  than  you  do  by  spreading 
an  organization's  effort.  .  .  .  We 
didn't  go  into  any  other  phase  of  the 
business  until  we  had  leadership  in 
pneumatic  tires." 
-Goodyear  Chairman  Eddie  Thomas 

10  years  ago 

(From  the  issue  of  Nov.  8, 1982) 


In  World  War  II, 
women  not  only 
made  big  guns 
but  tested  them  on 
the  firing  range. 


"At  the  present  time  there  are  13 
million  women  workers,  2.5  million 
of  them  in  the  war  industries.  ...  It  is 
conservatively  estimated  that  this 
country  will  need  at  least  5  million 
more  women  workers  by  next  year. 
[Experts  place]  the  figure  at  6  million 
by  the  end  of  1943.  ..  ." 


"With  privately  owned  satellites  al- 
ready commonplace,  other  commer- 
cial ventures  into  outer  space  are  be- 
ginning to  appear.  Fairchild  Space  & 
Electronics  says  it  is  thinking  of  build- 
ing small  space  stations  for  commer- 
cial customers,  NASA  and  the  Defense 
Department."  ■■ 
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THOUGHTS  ON  THE  BUSINESS  OF  LIFE 


May  the  founder  of 
Forbes  make  a  confession  ? 
The  motive  underlying  the 
creation  of  Forbes  was 
the  furthering  of  better 
understanding  between 
employers  and  employees, 
between  the  strong  and  the 
weak,  between  the  high  and 
the  low,  between  the  rich 
and  the  poor,  between  the 
have  and  the  have-nots. 
It  was  foreseen  years  ago 
that,  unless  those  who  ruled 
were  understanding^ 
interpreted  to  those  ruled, 
unless  those  who  ruled  could 
be  induced  to  treat  more 
humanely  those  whom  they 
ruled  .  .  .  this  country  would 
be  in  danger  of  suffering 
political  and  social 
upheavals.  .  .  . 


-B.C.  Forbes 


How  sad  would  be  November 
if  we  had  no  knowledge 
of  the  spring! 
-Edwin  Teale 

Like  a  city  in  dreams,  the 
great  white  capital  stretches 
along  the  placid  river  from 
Georgetown  to  the  west  to 
Anacostia  on  the  east.  It  is 
a  city  of  temporaries,  a  city 
of  just-arriveds  and  only- 
visitings,  built  on  the 
shifting  sands  of  politics, 
filled  with  people  passing 
through. 
-Allen  Drury 

To  lie  to  Congress  is  a  crime 
That  generates  much  fuss, 

But  it's  a  hallowed  passage  rite 
When  Congress  lies  to  us. 

-Art  Buck 

It's  hard  to  see  a  halo  when 
you're  looking  for  horns. 

-CULLEN  HlGHTOWER 


A  Text ... 

They  shall  cast  their  silver 
in  the  streets,  and  their 
gold  shall  be  removed:  their 
silver  and  their  gold  shall 
not  be  able  to  deliver  them 
in  the  day  of  the  wrath  of 
the  Lord:  they  shall  not 
satisfy  their  souls,  neither 
fill  their  bowels:  because 
it  is  the  stumbling  block 
of  their  iniquity. 
-Ezekiel7:19 


Sent  in  by  John  T.  Jordan, 
Nashville,  Tenn.  What's  yourfa- 
vorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Of  all  the  ways  of  defining 
man,  the  worst  is  the  one 
which  makes  him  out  to  be  a 
rational  animal. 
-Anatole  France 

Conservative:  A  statesman 
who  is  enamored  of  existing 
evils,  as  distinguished  from 
the  Liberal,  who  wishes  to 
replace  them  with  others. 
-Ambrose  Bierce 

Women  are  never  disarmed 
by  compliments.  Men  always 
are.  That  is  the  difference 
between  the  two  sexes. 
-Oscar  Wilde 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


Fun  is  like  life  insurance: 
the  older  you  get,  the 
more  it  costs. 
-Kin  Hubbard 

I  was  never  allowed  to  read 
the  popular  American 
children's  books  of  my 
day  because,  as  my  mother 
said,  the  children  spoke 
bad  English  without  the 
author's  knowing  it. 
-Edith  Wharton 

Whatever  else  can  be  said 
about  sex,  it  cannot  be  called 
a  dignified  performance. 
-Helen  Lawrenson 

Relations  between  the  sexes 
are  so  complicated  that  the 
only  way  you  can  tell  if 
members  of  the  set  are 
"going  together"  is  if  they 
are  married.  Then,  almost 
certainly,  they  are  not. 
-Cleveland  Amory 

The  brevity  of  human  life 
gives  a  melancholy  to  the 
profession  of  the  architect. 

-Ralph  Waldo  Emerson 

When  I  am  working  on  a 
problem,  I  never  think 
about  beauty.  I  think  only 
about  how  to  solve  the 
problem.  But  when  I  have 
finished,  if  the  solution 
is  not  beautiful,  I  know 
it  is  wrong. 
-Buckminster  Fuller 

A  minor  operation  is  one  that 
is  done  on  someone  else. 
-Dr.  Rjchard  Selzer 

It  is  the  starved  imagination, 
not  the  well-nourished, 
that  is  afraid. 

-E.M.  FORSTER 

The  believer  is  happy;  the 
doubter  is  wise. 
-Hungarian  proverb 
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Ihese  Are  Just  Some  Of 

The\fews¥>u  Get  VtfthTk 

Jeep,  Grand  Cherokee. 


"Jeep  smacks  one  over  the  fence 
with  the  new  Grand  Cherokee." 

-  AutdWeek 

"All-new,  the  Grand  Cherokee 
advances  the  state-of-the-art  in 
SUV  suspension  magic." 

-  Car  and  Driver 


"In  this  case,  'Made  In  Detroit'  is 
synonymous  with  'World  Class.'" 
-  Detroit  Free  Press 


"The  versatility  and  finesse  of 
the  Grand  Cherokee  combined 
with  the  power  of  a  V8  equal  a 
new  class  standard." 

-  Motor  Trend 

"The  Jeep  is  a  blast  to  drive.  With 
plenty  of  punch,  a  broad  power- 
band,  and  great  handling,  it  puts 
a  grin  on  your  grille." 

-  Motor  Trend 

"No  one  will  be  disappointed.  No 
one  except  maybe  the  Japanese." 
-  Automobile  Magazine 

"To  our  eye,  this  is  the  best  suspen- 
sion ever  developed  by  an  Amer- 
ican manufacturer." 

-  Petersen's  4-Wheel  &  Off-Road 

"...it  bristles  with  technology  —  yet 
retains  the  toughness  and  all-terrain 
mobility  of  the  cavalry  horses  that  the 
original  Jeeps  were  built  to  replace." 
-  Home  Mechanix 


"The  Grand  Cherokee  rides  like  no 
other  compact  sport /utility  ever 
driven." 

-  Sport  Truck 

"More  than  very  impressive.  Wow!" 

-  Petersen's  4-Wheel  &  Off-Road 

"On  pavement  or  off,  it's  strong, 
agile,  and  surefooted.  In  compari- 
son, the  Explorer  is  second-rate." 

-  Petersen's  4-Wheel  &  Off-Road 

"...another  important  first  in  the 
4x4  world:  a  driver's  side  air  bag 
is  standard  on  every  Grand 
Cherokee." 

-  Petersen's  4-Wheel  &  Off  Road 

"...the  Grand  Cherokee  crunches 
bumps  better  than  a  Cray  super- 
computer crunches  numbers.  We 
were  amazed  at  what  we  could  hit 
at  50  mph..." 

Car  and  Driver 


"The  Explorer,  in  one  fell  swoop, 
has  become  yesterday's  news." 

-  Automobile  Magazine 

"It  offers  the  perfect  combination 

of  road  manners,  towing,  interior 

space  and  go-anywhere  versatility." 

-  Home  Mechanix 


"The  brake  system  is  superb,  offer- 
ing one  of  the  shortest  55-0  stopping 
distances  we've  ever  recorded." 

-  Petersen's  4-Wheel  &  Off-Road 

With  its  optional  220  horse- 
power V8  engine,  Quadra-Trac"  four- 
wheel  drive,  and  standard  driver's 
side  air  bag,  Jeep  Grand  Cherokee 
has  impressed  the  buffs  and  buying 
public  alike.  But  don't  take  their 
word  for  it.  Call  1-800-JEEP-EAGLE 
for  more  information.  And  come 
up  with  some  views  of  your  own. 


There's  Only  One  Jeep*  , 

A  Division  of  the  Chrysler  Corporation. 


WAM 


See  limited  warranties,  restrictions,  and  details  at  dealer.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


Buckle  up  for  i 


It's  not  just  an  award. 
It's  away  of  life. 

AT&T  Network  Systems'  Transmission  Business  Unit  has  just  won  the 
1992  Malcolm  Baldrige  National  Quality  Award.  Given  annually  since  1988 
by  the  U.S.  Department  of  Commerce,  the  Baldrige  is  the  nations  highest  award 
for  quality  management  and  achievement  in  American  business. 
This  distinction  makes  us  proud  of  our  outstanding  people  who  contributed  so  much. 
Our  advanced  digital  systems  create  the  highways  that  transport  voice,  data  and 
video  over  the  most  reliable  networks  in  the  world.  Winning  the  Baldrige  is 
one  result  of  the  total  quality  approach  started  by  the  Transmission  Business 
Unit  in  1989-  We  view  this  recognition  as  the  latest  milestone  in  our  continuing 
efforts  to  offer  the  finest  products,  most  advanced  technologies,  and 
most  helpful  service  to  our  customers.  We  feel  good  about  meeting 
the  requirements  of  the  Baldrige  examiners.  But  our  real  goal  is 
to  exceed  our  customers'  expectations  and  requirements. 
Because  to  us,  they're  the  judges  who  really  count. 


Malcolm  Baldrige 

National 
r  Quality 
Award 

1992 
Winner 


AT&T 

Network  Systems 


1  iearn  more  about  the  Malcolm  Baldrige  National  Quality  Award,  call  the  AT&T  Baldrige  Hotline:  1  800  682-7759. 


©1992  AT&T 


As  they  say,  it's  all  in  the  genes.  Introducing  the 
.ThinkPad™  from  IBM. The  slickest,  sleekest  little 
number  that  ever  crunched  one.  A  mere  seven-and- 
a-half  pounds  of  brains  and  beauty  that  begs  you  to 
take  it  anywhere.  And  once  you  own  one,  that's  exactly 
what  you'll  do. 


-All  this  in  only  11.7."- 


Introducing 


ThinkPad 

The  top-of-the-line  ThinkPad  700C  sports  a 
screaming  486  SLC™  25  MHz  processor.  But  it's  built  for 
comfort  too.  There's  a  surprisingly  roomy  interior, 
with  a  full-size,  ergonomically  designed  keyboard.  And 
a  screen  that  literally  bends  over  backwards. 

Strategically  placed  on  the  keyboard  is  a  little  red 
spot  called  the  TrackPoint  II™  It  does  what  a  mouse  would 
do  with  a  few  million  more  years  of  evolution.  Nothing 
dangles;  it's  part  of  the  soul  of  the  machine.  You  can 
operate  it  with  one  fingertip.  And  it  lets  you  think  on 
any  terrain,  even  one  without  any  flat  surfaces. 

The  ThinkPad's  screen  is  a  thing  of  almost  aching 
beauty.  Its  640  X  480  VGA  resolution  is  sharper  than 
that  of  many  desktop  computers.  It  displays  256  colors. 
And  it's  the  biggest  screen  on  any  notebook.  So  it's  very 
easy  on  the  eyes. 

The  ThinkPad  comes  standard  with  things  some 
other  notebooks  don't  even  offer  as  options.  Like  4MB 


'Depending  on  usage  and  configuration  **MSRP  Dealer  prices  may  vary.  tWarranty 
information  available  from  the  Personal  Systems  HelpCenter  or  an  IBM  authorized  dealer 
700T  warranty  is  available  in  USA  and  Canada  only  ttln  Canada,  call  1  800  465-7999 
IBM  is  a  registered  trademark  and  ThinkPad,  HelpWare,  HelpCenter,  SLC  and  TrackPoint  II 
are  trademarks  of  International  Business  Machines  Corporation.  PRODIGY  is  a  registered 
trademark  of  Prodigy  Services  Company.  ©  1992  IBM  Corp. 


Its  mother  ws 
Its  father  w 


of  memory  upgradable  to  16MB.  120MB  of  hard  disk 
space.  Pre-installed  DOS  5.0  and  PRODIGY:  You  can 
soup  it  up  with  a  turbo -charged  486SLC2  50/25  MHz 
processor— just  one  of  the  upgrade  products  IBM 
offers.  And  the  hard  disk  is 
removable,  so  it's  easy  to 
upgrade  and  share  your 
ThinkPad,  not  to 
mention  the  great 
security  and  virtu- 
ally unlimited 
storage. 

ThinkPad  blows 
the  doors  off  its 
competition  in  an 
even  more  surprising 
arena.  Price.  Any 
ThinkPad  in  the 
line  will  give  you  more 
for  your  money — and  for 
your  psyche — than  any  other 
notebook. 

If  you  have  questions  along  the  way,  ThinkPad 
Models  700C  and  700  are  supported  by  HelpWare^ 
an  invaluable  service  package  that  includes  a  three -year 
international  warranty t 


ThinkPad 

Model  700C 

Model  700 

Processor 

486  SLC/25  MHz 

486  SLC/25  MHz 

Display 

10.4"  Active  Matrix 
256-Color  Screen 

9.5"  Monochrome  Display 
64  Grayscale  Screen 

Battery  Life* 

2-4  Hours 

3.8-7.5  Hours 

Weight 

7.6  Lbs.  with  Battery 

6.5  Lbs.  with  Battery 

Warranty 

3  Years  (International) 

3  Years  (International) 

Price** 

$4,350 

$2750 

For  more  information  or  an  IBM  authorized 
dealer  near  you,  call  our  Personal  Systems  HelpCenter" 
24  hours  a  day,  7  days  a  week  at  1  800  772-2227.1"1" 

Then  just  park  one  in  your  lap  and  see 
what  happens. 
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mainframe, 
a  Maserati. 


The  Secrets  Of  Salomon 

By  Robert  Lenzner 

Warren  Buffett's  Salomon  Inc.  only 
just  broke  even  last  quarter.  It's  the 
one-bad-quarter  syndrome. 

Empty  Threat?  84 

By  Richard  Phalon 

Politicians  say  they're  going  to  crack 

down  on  medical  costs.  But  will  they? 

You  Want  Michael  Jordan? 

You  Gotta  Take  Boomer  Esiason  96 

By  Peter  Newcomb  and  Liz  Comte 

America's  highest-paid  athletes  often 

do  promotions  as  a  pack. 

Computers/Communications: 

How  Technology  Is  Killing 

The  Cities  184 

By  David  C.  Churbuck  and  Jeffrey  S.  Young 
Telecomputers  are  rapidly  making  cit- 
ies, corporate  headquarters  and  mid- 
dle managers  obsolete. 

Collectors: 

Bargains  In  Antique  Cars  198 

By  Christie  Brown 

Prices  of  fast,  collectible  cars  have 

gone  into  reverse.  Time  to  buy? 


COMPANIES/INDUSTRIES 


42 


General  Motors 

By  Jerry  Flint 

GM's  cure:  more  desirable  cars,  lower 

costs,  more  business. 

Continental  Airlines  45 

By  John  H.  Taylor 

Its  fate  lies  with  Larry  Hillblom.  Who? 


National  Gypsum 

By  James  R.  Norman 
Squabbling  bondholders. 

Baxter  International 

By  Christopher  Palmeri 

Vernon  Loucks  is  keeping  one  of  its 

best  assets. 

Pioneer  Hi-Bred  International     60 

By  Howard  Rudnitsky 

A  great  way  to  play  genetic  break- 
throughs in  farming. 

Melmarkets  78 

By  Matthew  Schifrin 

Customers  buy  twice  as  much  here. 

Sundstrand  88 

By  Christopher  Palmeri 
Emerging  from  scandal. 

Starting  Your  Own  Business: 
Creative  Works  92 

By  Marcia  Berss 

Even  in  plastic  rulers  there  is  drama. 

Goldman,  Sachs  114 

By  James  R.  Norman 

This  fabulous  money  machine  is  los- 
ing its  unique  flavor. 

Harman  International 

Industries  146 

By  Linda  Killian 

You  can't  run  a  business  from  3,000 

miles  away. 

Centel  152 

By  Gary  Slutsker 

Some  shareholders  want  it  to  stay 

independent  and  make  them  money. 


LEFT: 

Top  sports  earn* 
er  Michael  Jordan, 
29,  made  $35.9 
million  in  1992, 
and  $60  million 
in  all  since  1990. 
HIM   96 

RIGHT: 

Rubin's  changed 
Goldman,  Sachs' 
emphasis  from 
long-term  greed 
to  short-term 
greed. 
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Up  &  Comers: 
Marietta 

By  Nina  Munk 

It  makes  little  bottles  of  sha 

poo  for  hotels — and  it  ms 

melodrama. 


Up  &  Comers: 
Lechters 

By  Toddi  Gutner 

Making  up  for  lost  time. 

Starting  Your  Own  Business: 
Linguist's  Software 

By  Michael  Schuman 

It  started  with  a  lost  voice. 


INTERNATIONAL 


"The  Doctor's  Margin" 

By  Gale  Eisenstodt 

Japan's  attack  on  prescription 
costs  opens  the  door  to  powerful  U 
drug  firms. 

Deutsche  Aerospace 

By  Howard  Banks 

Germany's  plane-making  ambitior 

Europe's  Bureaucrats 

By  Richard  C.  Morais 

Deciding  on   Europe's  sausages 

over  $200,000  a  year. 


• 


Japan's  Asian  Policy 

By  Joseph  Romm 

In  an  excerpt  from  his  new  book, 
argues  Japan  wants  to  integrate  Asi 
economies — with  Japan  at  the  heal 
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These  connections  to  the  world  are  bad  news 
for  cities,  good  news,  for  example,  for 
the  middle  of  Wyoming. 

wm^m  184 


Prices  of  all  collectible  vintage  cars 
like  this  E-type  Jaguar  roadster  have 
dropped  up  to  70%.  Time  to  buy? 
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A  futuristic  interpretation 

of  a  legendary  design. 

The  Movado  Museum  Sapphire 

watch.  The  gold  "dot"  on 

the  dial  appears  to  float  beneath 

the  sapphire  crystal. 


in  is 


A  stark,  elegant  timepiece. 
Defined  by  a  strap  or  matching 
bracelet.  Quartz-accurate. 
Movado  Swiss  craftsmanship 
and  design.  Since  1 881 . 


Museum  Sapphire 
Strap,  $795.  Bracelet,  $995. 


19! 


MOVADO. 

The  Museum@Watch. 

The  Movado  Museum  dial  is  a  registered  trademark  of  The  Movado  Watch  Company. 
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A  Tail  Known  Throughout  The  Orient. 

*n  Korean  Air,  the  dedication  to  comfort,  quality  and  convenience  goes  far  beyond  Seoul.  It 
rtends  to  Singapore,  Jakarta,  Bangkok,  Manila,  Tokyo,  Hong  Kong,  and  Osaka.  Connect  with 
/er  100  flights  a  week  from  Seoul.  When  business  brings  you  to  the  Orient,  fly  Korean  Air. 
ou'll  return  'with  inspiring  stories  to  share.  For  flight  information,  call  1-800-438-5000. 
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Fly  the  Spirit  of  Dedication? 
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Rich  Karlgaard 


SIDE  LINES 


Keeping  our  readers  plugged  in 

What  enabled  Wal-Mart  to  rewrite  retailing  history?  The  e 
answer  is:  Sam  Walton's  entrepreneurial  genius.  Yes,  but  there's  a  les 
obvious  answer  with  wider  implications:  Early  on,  Wal-Mart  begai 
using  computer/communications  technology  to  change  the  way  1 
did  business.  No  technocrat,  Sam  Walton  yet  understood  hov 
computers  could  make  him  a  better  merchant.  Real-time  informa 
tion  beamed  via  satellite  from  cash  register  to  headquarters  and  bad 
to  suppliers  was  the  key.  That  combination  of  entrepreneurial  geniu 
and  information  technology  was  an  irresistible  force  that  changec 
the  face  of  U.S.  retailing. 

The  next  issue  of  this  magazine  will  be  packaged  with  Forbe 
ASAP,  a  brand-new  Forbes  supple- 
ment. ASAP  will  help  other  executives 
do  what  Walton  and  a  handful  have 
already  done:  bring  their  companies 
fully  into  the  information  age.  ASAP 
will  be  written  not  for  information 
executives  and  techies  but  for  corpo- 
rate leaders  and  investors  who  must 
come  to  terms  with  the  computer  age 
or  face  failure. 

We  couldn't  have  picked  a  better 
editor  for  ASAP  than  Rich  Karlgaard, 
38,  a  lively  North  Dakotan  who  has 
that  rare  knack  of  knowing  how  to 
make  complex  technology  under-  HBH 
standable  to  people  unschooled  in 

scientific  disciplines.  When  Rich  graduated  from  Stanford  in  politic 
science,  he  had  given  little  thought  to  computers,  but  in  1985  hi 
bought  his  first  Macintosh  and  discovered  desktop  publishing.  "\ 
struck  me  with  megaforce,"  he  says,  "that  here  was  a  development  i 
communications  nearly  as  revolutionary  as  Gutenberg's  invention 
movable  type,  and  movable  type  changed  human  history."  Fro 
then  on  Rich  was  hooked  on  exploring  the  interfaces  betw 
computers  and  society. 

ASAP's  first  issue  will  include  interviews  with  two  leaders  of 
information  revolution — Bill  Gates  of  Microsoft  and  John  Sculley 
Apple  Computer.  Sculley  explains  why  the  computer  industry  is  r 
the  edge  of  another  huge  surge  in  demand.  Gates  talks  about  tl 
perils  of  being  at  the  very  pinnacle.  These  interviews  are  only  a  part 
the  riches  packed  into  this  premier  issue. 

Why  ASAP  now?  With  computing  power  getting  cheaper  a 
easier  to  transmit,  Rich  sees — to  paraphrase  Chairman  Mao- 
permanent  revolution  imposed  on  the  business  world,  a  revoluti 
that  will  show  no  mercy  to  those  who  fall  behind.  "We  see  a  chasi 
opening  in  business,"  Rich  Karlgaard  says,  "between  what  we  d 
slow  companies  and  fast  companies.  That  chasm  is  getting  broad 
and  ever  harder  to  bridge  for  the  slow  ones.  Fast  companies  are  tho: 
that  learn  a  la  Wal-Mart  to  stop  thinking  of  information  technolojj 
as  merely  a  cost-cutting  tool  and  begin  to  understand  it  as  a  means 
transforming  every  aspect  of  their  business.  In  the  fast  company,  t 
chief  information  officer  will  report  directly  to  the  CEO  because  on 
the  CEO  has  the  power  to  implement  the  sweeping  changes  require 
The  slow-track  companies  are  probably  doomed."  ASAP  will  he 
keep  our  readers  on  the  right  track. 
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There  is  a  curious  shift  in  business 
these  days,  "back  to  the  basics."  And  it 
seems  as  if  the  sophisticated  fast-trackers 
of  the  '80s  have  been  transformed  into 
the  business  fundamentalists  of  the  '90s. 

Nice  try,  guys.  The  simple  truth  is, 
basics  are  something  you  start  with  and 
take  forward.  Not  retreat  to. 

Over  the  past  10  years  we've 
become  an  insurance  company  with 
$12  billion  in  assets  under  management. 
We've  grown  by  embracing  the  age- 
less basics  of  common  sense  and 
simplicity  and  bringing  them  into  a  new 


age  of  technology  and  management. 

This  has  allowed  us  to  centralize 
and  streamline  operations  in  ways  never 
possible  before.  Allowed  us  to  create 
products  that  are  profitable  against 
today's  ever-changing  financial  land- 
scape. Allowed  us  to  establish  the  most 
cost-effective  means  of  distribution.  And, 
allowed  us  to  be  more  active  managers 
of  our  investment  portfolio. 

The  basics.  By  taking  them 
forward,  they've  taken  us  forward.  To 
where  we  are  today,  to  where  we'll 
be  tomorrow. 
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They  looked  at  things  you  wouldn't  normally  look  at  when  you  sit  down  to 


design  an  automobile.  Beyond  what  was  done  before    \  HOT   DCCclUSC 

they  were  arrogant,  but  because  they 
sincerely  believed  they  could  do  better.) 


No,  the  Q45™  wasn't  a  product  of  automatic-pilot  design.  Which  is  fortunate, 


because  those  on  automatic-pilot  tend  to  fall  asleep. 


^^   I  N  F  I  N  I  T  I 


•Car  and  Driver,  fi/90.  "j.D.  Power  and  Associates®  IV92  Initial  Quality  Study     Study  based 
on  a  total  nl  i  i.  ?7I  consumer  responses  indicating  owner  rtporttd problems  during  the  first  'HI  days 
of  ownership.  ©  /V92  In/initl  Division  of  Nissan  Motor  Corporation  in  USA 
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An  angel,  Guardian 

In  the  midst  of  the  Texas  s&L  deba- 
cle, Forbes  marveled  at  how  Guard- 
ian Savings  &  Loan  Association  of 
Houston  had  managed  to  become  the 
nation's  most  profitable  large  thrift 
(Nov.  14,  1988).  Then  owned  100% 
by  Robert  Parker  and  his  brother 
Jeffry  (who've  since  sold  25%),  the 
$3.6  billion  (assets)  institution  invest- 
ed its  deposits  in  Ginnie  Mae  securi- 
ties. The  Parker  brothers  ran  a  no- 
frills  operation  that  hedged  its  inter- 
est-rate exposure.  Staying  away  from 
mortgages  and  consumer  loans 
helped  keep  Guardian  profitable  dur- 
ing the  Texas  real  estate  meltdown. 

Today,  thanks  to  some  well-timed 
bond  sales,  Guardian's  assets  are 
down  to  $2  billion.  But  the  return  on 
equity  has  risen  to  an  amazing  48%, 


Guardian's  Robert  and  Jeffry  Parker 
Who'll  regulate  the  regulators? 


sufficient  to  earn  Guardian  $54  mil- 
lion in  the  year  ended  June  30. 

But  Guardian  finally  got  into  trou- 
ble with  the  regulators.  In  a  report 
earlier  this  year,  the  Office  of  Thrift 
Supervision  criticized  Guardian  for 
running  afoul  of  the  Community  Re- 
investment Act,  which  requires  insti- 
tutions to  lend  in  nearby  poor  or 
minority  neighborhoods.  True,  in 
1991  Guardian  wrote  just  118  mort- 
gages for  single-family  homes.  But 
get  this:  All  20  applications  from  mi- 
norities were  approved,  as  were  1 5  of 
16  applications  from  low-  and  moder- 
ate-income households.  Percentage- 
wise, this  isn't  a  bad  record  at  all. 

But  faced  with  the  power  of  regula- 
tors to  make  trouble,  the  Parkers  have 
promised  to  beef  up  their  marketing 


of  mortgages  and  consumer  loj 
Maybe   if  the   regulators  push 
Parkers  hard  enough,  Guardian  or 
day  will  fall  into  real  trouble. 

-William  P.  Barrei 


Rocca  ramps  up 

In  the  century-long  struggle 
tween  statism  and  the  free  market  i 
Argentina,  the  market  scored  a  victo 
last  month.  Argentinean  billionai 
industrialist  Roberto  Rocca's  Tech 
Group  finally  managed  to  buy 
government's  monopoly  steel  pn 
ducer,  Somisa,  which  had  been  losi: 
more  than  a  million  dollars  a  day  afb 
decades  of  mismanagement  by 
military  (Dec.  23,  1991). 

The  $150  million  Somisa  deal  givi 
Techint  a  virtual  monopoly  on  col 
steel  finishing  in  a  growing  economy 
Techint's  own  steel  producer,  Pn 
pulsora,  is  already  a  leading  suppli 
to  Argentinean  industry.  The  mergi 
with  Somisa  (renamed  Aceros  Parana 
will    extend    Techint's    reach    evei 
further. 

More  important,  Techint's  pa 
ners  in  the  Somisa  deal  are  worl 
class:  Brazil's  Usiminas  and  Compa 
hia  Vale  do  Rio  Doce  (cvrd), 
world's  biggest  exporter  of  iron  on 
and  cap,  Chile's  leading  steelmake 
With  the  Mercosur  trade  pact  draw 
ing  the  economies  of  Latin  America 
Southern  Cone  closer  together,  Roc 
ca's  Techint  looks  poised  for  som, 
impressive     growth     in     the    yeal 
ahead.  -Joel  Millma 

Prayer  for  relief 

Churches  make  lousy  collateral.  S1 
declared  Forbes  last  year  in  question 
ing  the  wisdom  of  buying  bonds  in 
sued  by  churches  (June  24,  1991 
Most  churches  lack  audited  financial 
and  reliable  information  is  often  har 
to  come  by.  Nationally,  it  appeare 
that  about  5%  of  an  estimated  ! 
billion  of  church  bonds  outstandi 
were  in  default. 

First  Southern  Baptist  Church,  < 
Del  City,  Okla.,  which  had  default*. 
on  nearly  $15  million  in  bonds,  was 
case  in  point.  A  charismatic  preach 
had  floated  six  bond  issues  over  u 
years,  mostly  to  build  a  7,000  sc 
sanctuary  on  an  80-acrc  carnpi 
Then  the  preacher  left,  the  oil  bl 
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HOUR  INDICATORS  •  WATER-RESISTANT  10  ATMOSPHERES/330  FEET 

FILA  BOUTIQUES 


RICHARD  PAYNTER 

ATTORNEY  AT  LAW 


I  call  Jane  my  family  doctor  of  financial  se 


QUINN.    ROTH.    PAYNTER   *    FACTOR 

3*e  PARK  AVENUE 

NEW  YORK.  NEW  YORK  10022 


(212)  SB57889 


Merrill  Lynch  is  a  full-service  firm. 

That  means  that  through  your 

Financial  Consultant  you  get  access 

to  a  wide  range  of  experts-for  which 

you  might  expect  to  pay  extra- 

at  no  additional  cost. 
Can  your  brokerage  firm  say  that? 


Merrill  Lynch 

A  tradition  of  trust. 
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w»  Merrill  Lynch 

Private  Client  Group 

World  Financial  Center 

South  Tower 

New  York,  New  York  10080 

1-800-637-7455 
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came,  and  the  congregation  cut 
contributions  precipitously. 

After  some  tough  bargaining,  the 
bonds  have  now  been  restructured, 
The  church  will  have  to  make  alj 
principal  payments,  but  the  interesr 
rate  will  be  chopped  by  more  than 
half,  to  a  flat  4%.  In  response  to  claim; 
that  bondholders  had  been  kept  in  tht 
dark,  the  bonds'  trustee  will  have  tc 
send  each  bondholder  a  financia 
statement  at  least  twice  a  year.  Moral 
If  you  extend  credit  to  a  church,  pra; 
for  the  safe  return  of  your  principal 
-William  P.  Barreti 

Envisioning  profits 

In  1983  Yale  University  professor  o 
statistics,  politics  and  graphics  Ed 
ward  Tufte  hocked  his  home  to  self 
publish  The  Visual  Display  ofQuanti 
tative  Information,  a  book  devoted  t( 
Tufte's  passion  to  educate  people  t( 
the  uses  and  abuses  of  charts  anc 
graphs.  Using  direct  mail  and  ads  h 
publications  like  Scientific  America) 
and  the  Economist,  by  1987  Tufte' 


|  Graphics  professor 
|   Edward  Tufte 
1    Big  money  in 
self-publishing. 


Graphics  Press  had  sold  61,00* 
copies  of  the  book,  netting  an  esti 
mated  $750,000  pretax.  A  full  profes 
sor's  salary  at  Yale  at  the  time:  abou 
$64,000  (May  18,  1987). 

Tufte's  publishing  enterprise  keep 
rolling  along.  Sales  of  Visual  Displa 
have  reached  140,000  copies.  Usin 
some  $700,000  of  the  proceeds  fror 
that  book,  Tufte  published  a  high! 
acclaimed  sequel,  Envisioning  Infoi 
mation,  in  1990.  In  it  Tufte  analyze 
everything  from  weather  maps  to 
chart  used  in  the  1987  courtroon 
defense  of  Mafia  chieftain  John  Gotc 
So  far,  Tufte  has  sold  60,000  copies  I 
$48  apiece.  Our  estimate  of  his  prcd 
earnings:  at  least  $20  per  book. 

Tufte  plans  to  include  a  video  wit 
his  next  book,  Visual  Explanation 
due  by  1995.  "The  books  would  W 
lot  quicker,"  says  Tufte,  "if  I  ha 
more  ideas  sooner.1 '  ■ 
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For    Every   You, 
There's    A    Fujitsu 
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Portable  communication. 
Whether  you're 
entertaining  a  prospect 
or  riding  the  range, 
the  ability  to  stay  in 
touch  wherever  you  go 
is  an  essential  ingredient 
of  success.  And  no 
pocket  cellular 
phone  says  success 
more  clearly  than  the 
Pocket  Commander 

o     I      ™  r  r 

Stylus  rrom  Fujitsu. 
Accessories  such  as 
the  hands-free  car  kit, 
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Fujrrsu 


3 -watt  power  booster, 

cigarette  lighter 

adapter  and  Power 

Pack  Plus  alkaline 

battery  pack,  give 

the  Stylus  practicality 

to  match  its  sleek 

good  looks.  For  the 

^^      portable  phone 

that  keeps  up  with 

you  no  matter  what 

hat  you're  wearing, 

look  to  Fujitsu. 

For  every  you, 

there's  a  Fujitsu. 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 

Pocket  Commander  Stylus™  is  a  trademark  of  Fujitsu  Network  Transmission  Systems,  Inc 


3**2>»5 


FORBES  INFORMER 


EDITED  DY  THOMAS  JAFFE 


Rubin  and  the  rubes? 

REMEMBER  former  antiwar  radical 
Jerry  Rubin?  Having  chucked  1960s 
radicalism  for  capitalism,  in  the  early 
1980s  he  worked  for  brokerage  John 
Muir  &  Co.,  a  notorious  New  York- 
based  boiler  room  that  has  since  fold- 
ed. Next,  Rubin  ran  networking  par- 
ties at  New  York  discotheques. 

Now  52  and  living  in  Los  Angeles, 
Rubin  has  thrown  in  with  a  Carroll- 
ton,  Tex. -based  outfit  called  Omnitri- 
tion  International,  Inc.  A  multilevel 
direct  sales  operation  along  the  lines 
of  Los  Angeles'  Herbalife  Interna- 
tional (Forbes,  Feb.  25, 1985),  Omni- 
trition  sells  powdered  drinking 
mixes — its  Wow!  brand  contains  caf- 
feine for  a  "long-lasting  lift";  Go  For 
It!  is  a  noncaffeine  version;  and  Focus 


:k« 


Radical-turned-capitalist  Jerry  Rubin 
Now  selling  Wow! 


has  "nutrients  for  the  brain,"  accord- 
ing to  the  brochures.  Rubin  claims  he 
makes  $60,000  a  month  as  an  Omni- 
trition  distributor. 

Maybe.  But  one  fellow  distributor 
has  just  hit  Rubin,  the  company  and 
its  principals  with  a  class  action  suit 
filed  in  San  Francisco.  The  suit 
charges  that  Omnitrition  is  an  illegal 
pyramid  scheme  that  has  already  tak- 
en thousands  of  people  to  the  tune  of 
at  least  $50  million. 

Omnitrition  denies  the  charges.  So 
does  Rubin.  He  adds  that  the  only 
reason  he's  been  named  in  the  suit  is 
"I'm  famous."  Or  infamous. 

-Richard  L.  Stern 

Healthy  perspective 

Johnson  &  Johnson  Chairman 
Ralph  Larsen  runs  one  of  the  world's 
best  and  largest  manufacturers  of 
health  care  products,  but  he  has  as 
much  trouble  with  health  insurance  as 


the  rest  of  us.  Larsen's  wife,  Dorothy, 
recently  was  hospitalized,  and  Larsen 
was  left  drowning  in  paperwork. 

"I'm  a  reasonably  intelligent  guy, 
but  I  couldn't  figure  it  out,"  Larsen 
admitted  over  breakfast  with  other 
executives  in  Chicago  last  month. 
"There  were  bills  coming  from  every- 
where. Finally,  I  gave  them  to  my 
secretary.  It  took  her  two  weeks  to 
figure  it  all  out.  I  said,  'Don't  worry 
about  it — we  have  until  the  third  or 
fourth  notice  before  they  threaten  to 
sue.'"  -Christopher  Palmeri 

Blindsided 

As  if  giant  retailer  Sears,  Roebuck 
hasn't  troubles  enough,  in  October  it 
quietly  wrote  off  its  $20.5  million,  or 
about  2%,  equity  investment  in  Phar- 
Mor  Inc.,  the  privately  held  drugstore 
chain  that  filed  for  bankruptcy  after 
accounting  irregularities  were  discov- 
ered in  August.  Sears  got  involved 
because  Phar-Mor  was  an  anchor  ten- 
ant in  one  of  the  26  shopping  malls 
owned  by  Homart  Development, 
Sears'  real  estate  development  arm. 
Too,  Sears  located  outlets  of  its  opti- 
cal chain,  Eye  Care  Centers  of  Ameri- 
ca, in  six  Phar-Mor  stores  in  Ohio  and 
Texas.  Since  Phar-Mor's  bankruptcy, 
though,  that's  down  to  just  one  Phar- 
Mor  location. 

These  days,  it  seems,  it's  hard  for 
Sears  to  do  anything  right. 

-Marcia  Berss 


Selling  into  a  down  market 

Hurt  by  weak  energy  markets,  poor 
earnings  and  high  debt,  Transco  En- 
ergy Co.,  the  $2.7  billion  (sales)  oper- 
ator of  a  big  natural  gas  pipeline  sys- 


selfl 


tern,   has    been   restructuring   itsc 
since  1991.  Now  the  Houston -based 
company  is  selling  its  art  collection.] 
Transco's    19th-    and   20th-centur 
American  watercolors,  82  in  all, 
be  auctioned  by  Sotheby's  in  Ne 
York  on  Dec.  3,  raising  an  estimatec 
$1.9  million  to  $2.7  million. 

The  market  has  not  been  goc 
lately  for  major  watercolors  by  top 
artists.  But  in  a  funny  way  Transcc 
may  turn  out  to  be  lucky.  While  a  fe\ 
important  artists  (including  Winslov 
Homer  and  Edward  Hopper)  are  rep- 
resented,   the   collection   comprise 
mostly  minor  works.  "Since  Transcc 
bought  on  the  cheap  for  the  wrong  :: 
reasons,"   a   prominent   New  York  m 
dealer  says,  "even  though  it's  now  ■ 
selling  at  the  wrong  time,  it  probably 
will  come  out  all  right." 

k' 

From  chips  to  porn 

British-born  Peter  Godfrey,  47,  is  r: 
nothing  if  not  versatile.  In  1985  th< 
Norwalk,  Conn. -based  Godfrey  co  ; 
founded  Mac  User,  a  computer  maga-  j 
zine.  Just  16  months  later  Ziff-Davii  m 
bought  the  title  for  $23  million.  Ir  c 
1987  Godfrey  also  cofounded  Mien  » 
Warehouse,  Inc.,  a  direct  mail  outfii  ; . 
that    publishes    MacWarehouse   ant 
MicroWarehouse,  two  discount  soft 
ware  catalogs.  Last  year  the  compan\ 
netted  $3.8  million,  pro  forma,  oi  001 
sales  of  $164  million. 

Micro   Warehouse    plans    to    sei 
18.5%  of  itself  in  an  initial  publi 
offering     being     underwritten 
Montgomery   Securities,   Pruden 
Securities  and  Loeb  Partners  Co 
Estimated  price:  $13  to  $16  a  share 
valuing  Godfrey's  post-offering  30°/ 
stake  at  roughly  $45  million. 


Edward  Hopper's 

"Vermont  Sugar 

House" 

Soon  to  be  sold 

by  Transco  Energj 
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■i  of  Peter  Godfrey's  media  efforts 
ing  a  broad  readership. 


But  also  mentioned  in  Micro  Ware- 
use's  offering  prospectus  is  Fiona 

ss,  until  recently  another  of  God- 
y's  media  endeavors.  What  was 

na?  It  put  out  five  raunchy  porno 
igazines,  including  Club  and  Club 
ternational.  In  September  Godfrey 
d  Fiona  to  Sandy  Hook,  Conn.- 
sed  Paragon  Publishing.  He  also 
sduced  the  erotic  show  Electric 
ue,  which  ran  on  Playboy's  cable 
annel  until  last  April. 

-Elizabeth  Comte 


oofybond 

alt  Disney  Co.  is  engaged  in  some 
ore  of  the  creative  financing  that  has 
ely  become  its  hallmark.  Last 
onth  Disney  sold  a  $400  million, 
ven-year  bond  issue  that  will  pay  less 
the  company's  fortunes  falter.  The 
id  underwriters  were  Citicorp  In- 
stment  Bank,  Bear,  Stearns  &  Co., 
:hman  Brothers  and  S.G.  Warburg 
curities. 

The  way  the  deal  works,  if  aggre- 
te  revenues  from  at  least  20  movies 
be  released  starting  this  Christmas 
ceed  $800  million,  the  yield  on  the 
M  >nd  could  reach  a  Dumbo-size 
5.5%.  But  if  the  films  fail  to  gross  that 
uch,  bondholders  are  guaranteed 
lly  a  Minnie-size  3%  rate.  In  essence, 
en,  it's  a  bond  with  a  kind  of  equity 
ker,  and  a  Goofy  one  at  that, 
lankfully,  about  half  the  deal  was 
iced  privately  in  the  U.S.,  the  rest 
erseas,  so  individual  U.S.  investors 
dn't  have  to  bother  with  Disney's 
w  bond.  -Laura  Jereski  wm 
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WHAT'S  THE  DIFFERENCE 
BETWEEN  A  BROTHER 
ACS  INTELLIFAX  WITH 
THERMA  PLUS  PAPER 

AND  A  PLAIN  PAPER  FAX? 


ANTI-CURL 
SYSTEM™ 


rAttn 

LI  THE  BENEFITS 

A  PLAIN  PAPER  FAX 

WITHOUT  THE  EXPENSE 

■Feels  and  looks  like  plain  paper 
■No  annoying  curling 

■  Easy  to  write  on  with  pen  or  highlighter 
■Long  filing  life 

■  No  fading  problems 


Brother  ACS  Intellifax  models 
also  feature  an  auto  feeder 
and  cutter,  smoothing, 
enhanced  image  resolution, 
super  coverpage,  multiple 
resolution  transmission, 
gray  scale...and  much  more. 


EVERY 

IntelliFAX 

INCLUDES 

Therma 

PLUSPAPER 


IT   FEELS    LIKE 
PLAIN    PAPER 


ALSO  USES  STANDARD 
FAX  PAPER 


90-DAY 

ON-SITE 

WARRANTY 

SERVICE 

ANYWHERE 

IN  THE  CONTINENTAL 

UNITED  STATES 


AVAILABLE  AT: 

SILO*  SERVICE  MERCHANDISE 
BIZMART  •  BEST  PRODUCTS  •  J  &  R  MUSIC  WORLD 

And  Other  Fine  Retailers 


We're  at  your  side. 


we  re  at  your  side. 

brother 

BROTHER  INTERNATIONAL  CORPORATION  •  200  Cottontail  Lane,  Somerset,  NJ  08875-6714 
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READERS  SAY 


Sweet  sound  of  money 

Sir:  Thank  you  for  the  article  on 
Happy  Traum  ("Happy  am  I,"  Sept. 
28).  Some  members  of  the  folk  music 
community,  awash  in  impractical 
views,  barely  sustain  themselves.  Oth- 


Happy  and  Jane  Traum  of  Homespun  Tapes 
Mixing  business  with  pleasure. 


ers  look  to  business  methods  and 
learn  and  use  what  suits  them.  Traum 
is  certainly  a  glowing  example  of  this 
attitude. 

To  have  you  look  seriously  at  a 
successful  member  of  this  alternative 
lifestyle  is  very  gratifying. 
-Phee  Sherline 
Fallbrook,  Calif. 

Impartial  view 

Sir:  People  will  pay  handsomely  for 
the  appearance  of  objectivity 
("Would  you  buy  a  mutual  fund  from 
these  men?"  Oct.  12).  The  CPAs 
should  remember  this  before  they 
abandon  their  current  roles  as  objec- 
tive advisers  in  exchange  for  the 
promise  of  high  commissions  from 
selling  mutual  funds  and  insurance. 
-Rick  Knut  Nelson 
President 

R.K.  Nelson  &  Associates,  Inc. 
Northbrook,  III. 

To  the  rescue 

Sir:  Re  "The  case  of  the  cornered 
heir"  (Sept.  28).  There  may  be  bank 
trust  departments  that  depend  upon 


holding  heirs  captive,  but  most  trust 
departments  these  days  are  customer- 
and  service-oriented.  Even  if  a  benefi- 
ciary deals  with  a  bank  trust  depart- 
ment that  does  not  want  him  to  move 
his    account    to    another   corporate 
trustee,  there  may  be  local  laws,  such 
as  those  we  have  here  in  California, 
which    permit    the    beneficiaries    to 
make  that  move  whether  or -not  the 
corporate  trustee  agrees. 
-Shelley  B.  Thompson 
Senior  Vice  President 
Wells  Fargo  Bank 
Los  Angeles,  Calif. 

Precautionary  measure 

Sir:  California's  passage  of  the  bill 
forbidding  discrimination  against  gay 
men  and  lesbians  in  private -sector 
employment  should  not  be  viewed  as 
yet  another  example  of  our  society's 
moving  ever  closer  to  providing  "a 
right-of-job  tenure"  to  unproductive 
employees  ("The  right  to  fire,"  Oct. 
26) .  Rather,  the  very  point  of  the  bill  is 
to  safeguard  productive  employees 
from  being  fired  simply  because  they 
are  gay. 
-Craig  Fitt 
New  York,  N.T. 

Credit  due 

Sir:  In  "Why  Dell  is  a  survivor"  (Oct. 
12)  you  inaccurately  credit  Hal  Riney 
&  Partners  for  Dell's  advertising.  In 
fact,  Goldberg  Moser  O'Neill  has 
been  the  advertising  agency  for  Dell 
for  the  past  five  years.  As  such,  we 
have  been  responsible  for  developing 
the  advertising  that  has  helped  propel 
Dell  to  its  current  market  position 
alongside  IBM  and  Compaq. 
-Fred  S.  Goldberg 
San  Francisco,  Calif. 

Sir:  In  response  to  Mr.  Dell's  com- 
ment "we  intend  to  put  the  reseller 
out   of  business."    The    traditional 
computer     reseller     (mom-and-pop 
shops  if  that's  what  we  are  called)  will 
always  remain  if  for  one  reason  only. 
After  conducting  business,  some  of  us 
like  to  shake  a  hand,  not  just  a  phone. 
-Iohn  Walbridge 
Computer  Sales 
Representative 
Matthijssen,  Inc. 
East  Hanover,  N.J. 


Know  thy  buyer 

Sir:  Cannondale  in  Japan  ("Just  ge 
out  and  sell,"  Sept.  28)  now  compre- 
hends a  simple  truth  that  so  few  Nor 
American  companies  seem  to  eve 
apprehend.  In  the  most  tightly  com- 
petitive, peculiar  and  nitpicky  market- 
place in  the  world,  the  foreign  sellej 
must  learn  to  know  his  Japanese  buy-1 
er.  Most  North  American  companies* 
think  "exporting"  is  selling  to  thel 
Japanese  middleman  met  at  trade  1 
shows  in  Dallas.  A  few  others  sign  up  I 
the  first  Japanese  distributor  that  asks  I 
for  an  exclusive  right,  and  become  I 
reactive  exporters.  They  are  happy  to  | 
fill  a  few  orders  each  year  as  long  as  | 
they  speak  English. 
-Dennis  O.  Trudeau 
Manager  for  the  Americas 
Asia  &  Pacific  Trade  Center 
New  York,  N.T. 


Art  for  art's  sake 

Sir:  Since  when  are  undiscovered  on 
emerging  artists'  works  considerec 
"worth  about  as  much  as  wallpaper"?! 
("Look  at  the  eyes!  They  evoke  aj 
serpent,"  Sept.  14.)  Whether  it  comes] 
from  self-taught  artists  taking  theirj 
lead  from  Haiti's  established  artists  or 
painters  hawking  their  stuff  on  thel 
streets,  fact  of  the  matter  is,  invest-J 
ment  quality  or  not,  it  is  still  art! 
-Carine  Fabius 
Galerie  Lakaye 
Los  Angeles,  Calif. 


Split  deal 


Sir:     [Contrary     to]     your     article! 
"Dumb  deal"   (Informer,  Oct.   19)\ 
the  facts  are  clearly  disclosed  both  ml 
the  prospectus  dated  July  11,  1991  asl 
well  as  in  an  amendment  dated  Mar.j 
12,  1992  which  increased  the  rental! 
split  between  owner  and  developer. [ 
The  language  is  very  clear;  initiall)| 
owners  received  40%  of  gross  reve- 
nues whereas  now,  after  an  amend- 
ment to  the  prospectus,  they  receiv< 
46%  of  revenues.  This  structure  was 
approved  by  22  state  regulator)'  agen- 
cies in  addition  to  the  si  i 
-Bruce  Blum 
Chief  Executive  Officer 
Doral  Hotels  &  Resorts 
New  Tork,  N.  T 

FORBES  regrets  the  error. — Ed. 
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)EWAR'S    SCOTL 


When  expressing 

greetings  of  the  season, 

what  matters  most  isn't  the  words; 

it's  the  warmth  from  within. 

Taste  the  true  flavor  of  Scotland. 

Happy  holidays  from 

Dewars  'White  Label!' 


win 


tWiiMMrilka 


>*4  ^Sjjfc 


'give  the  gift  of  Dewars,  call  1-800-4-DEWARS 


ight  now,  millions  of  Americans  are 


homesick.  G/hey're  longing  for  the  homes  they 
find  so  difficult  to  own  due  to  a  lack  of  affordable 
(3ns  a  seri 


housing  they  can  afford.  G/aced  with  the: 


<3*ac 


i 


housing. 


ious  problem  for  the 


nation  according  to  83% 


of  people  polled 
by  Fannie  Mae. 


ur  benchmark 


National     Housing 


Survey  also  revealed  just 


what  keeps  Americans  from  owning  homes. 
G/he  biggest  obstacle  is  the  inability  to  make 
down  payments  and  pay  closing  costs.  Especially 


for  minorities — 66%  of  African  Americans  and 


59% of  Hispanics  view  this  as  a  major  impediment. 


and  other  obstacles,  Americans  are  willing 
make  sacrifices  to  achieve  homeownership. 
fact,  they  retain  a  healthy  optimism.  A  fi 

79%  of  respondents  belie 


homeownership 
attainable  for  mc 
people  age  30-; 

Gyo\  Fannie 


we're  working  to  help  tin 


realize  that  goal.  (JOy  purchasing  mortgag 


from  lenders  nationwide,  we  replenish  th 


funds  so  they  can  make  more  loans  to  hoi 


buyers  in  their  communities.  C^^nd  by  off 
ing  our  survey  to  the  public,  we  hope  to  ra 


What's  more,  over  one-third  awareness  of  housing  issues, 

of    those    surveyed     believe     showing  America  a  new  way  home,    a  free  copy,  or  to  learn  m 


discrimination  keeps  minorities  from  having  as 


about  our  innovative  ways  to  make  housi 


good  a  chance  as  whites  to  get  any  kind  of  more  affordable,  call  1-800-688-HOME  toll-fr 

©  1992  Farm- 

AT  THIS  COUNTRY  HEED 
S  A  GOOD  HOME  REMEDY. 


/ith  all  thy  getting  get  understanding" 


act  and  Comment 


w  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


CLINTON'S  OBSTACLES 


lesident-ELECT  Clinton  badly  wants  a  prosperous 
onomy.  But  the  chief  hurdles  are  those  presented  by 
;  party. 

Many  Democratic  economists  distrust  free  markets  the 
ry  elitists  distrust  free  elections,  believing  Washington 
n  wisely  manipulate  the  economy  through  targeted  tax 
centives,  retraining  programs  and  spending  on  "desir- 
le  infrastructure"  projects.  Social  activists  want  to  reduce 
rental  authority  over  children  and  substitute  govern- 
ent  bureaucracies.  Legal  activists  are  panting  to  unleash 
ives  of  new  regulations,  which  will  erode  property  rights, 
lrden  business  with  new  costs  and  make  it  harder  for 
impanies  to  cut  their  work  forces  when  times  are  tough. 
Does  the  nation's  next  chief  executive  understand 
at  higher  income  taxes  will  overwhelm  any  economic 
rmulus  from  higher  government  spending?  That 
alth  care  price  controls  will  eventually  destroy  medi- 
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cal  research  and  development? 

Can  Clinton  follow  John  Kennedy's  example  of 
calling  for  a  smaller  capital  gains  tax,  which  would 
unlock  literally  trillions  of  dollars  in  old  investments, 
thereby  triggering  a  boom? 

Will  he  have  the  perspicacity  to  see  how  damaging  the 
current  tort  system  is  to  the  economy?  If  so,  does  he  have 
the  political  skills  to  buck  the  powerful  trial  lawyer  lobby? 

Does  Clinton  realize  that  free  trade  creates  hundreds  of 
thousands  of  high-paying  jobs? 

Will  our  next  President  sidetrack  moves  to  use  taxpayer 
money  to  finance  left-wing  advocacy  groups? 

Can  he  fend  off  his  party's  inflationist  faction,  whose 
trash-the-dollar  policies  undermined  the  last  Democrat- 
ic President? 

The  burden  of  the  Democrats'  obsolete  intellectual 
baggage  remains  awesome. 


DIRTY  TRICK 


'hat  STOPPED  President  Bush's  last-minute  comeback 
:ad  in  its  tracks  was  Special  Prosecutor  Lawrence  Walsh's 
iday-before-the-election  new  indictment  of  Caspar 
einberger,  which  made  reference  to  a  memo  purporting 
>  show  that  Bush  was  lying  about  his  Iran-Contra  role. 
Talk  about  a  brazen — but  successful — attempt  to  ma- 
pulate  a  national  election! 

Several  weeks  ago  a  federal  court  threw  out  Walsh's 
incipal  charge  against  Cap.  Normally  after  such  a 
ow,  authorities  would  drop  the  case.  But  not  Walsh, 
istead,  he  and  his  fellow  thugs-posturing-as-prosecu- 
>rs  repackaged  the  tossed-out  charge  and  had  a  new 
dictment  issued  up.  As  for  that  memo,  it  had  been  in 


Walsh's  hands  for  two  years.  But  look  at  when  he  chose 
to  unveil  it.  Moreover,  it  isn't  what  Walsh  purports  it  to 
be.  On  "Larry  King  Live,"  the  President  effectively  dealt 
with  it.  But  his  explanation  took  several  minutes — not 
short  enough  for  a  sound-bite  and  too  close  to  the 
election  to  overcome  voter  reaction  to  Walsh-inspired 
headlines  of  a  lying  President.  Many  people  evidently  felt 
that  "Clinton's  got  a  character  problem  but,  apparently, 
so  does  Bush." 

What  an  irony. 

Even  though  Walsh's  record  is  one  of  unrelieved  fail 
ure,  he  ultimately  got  what  he  wanted  all  along — the 
scalp  of  the  President  of  the  United  States. 


OMINOUS 


UNA'S  relentless  military  buildup  is  worrying  its 
jsian  neighbors.  It  should  be  worrying  U.S.  policy- 
makers as  well. 

»i  While  defense  budgets  in  the  U.S.  and  Europe  are 
clining,  China's  continues  to  grow  at  double-digit 
ccs.   Beijing  is  aggressively  shopping  for  armaments 
om  others  and  also  aggressively  selling  its  own  manufac- 
•H  red  lethal  hardware  to  those  willing  to  pay  hard  cash  for 
including  Iran. 
j  Beijing's   armaments   are   not  merely  for  May  Day 
tirades.  The  Spratly  Islands,  for  example,  are  a  few 


specks  of  once  worthless  real  estate  in  the  South  China 
Sea  and  claimed  by  no  fewer  than  six  countries, 
including  China.  They  are  now  suspected  to  be  an  oil- 
rich  area.  Beijing  shocked  other  claimants  by  belliger- 
ently moving  in  troops. 

Communist  China  has  never  hesitated  to  flex  its  military 
muscle.  Despite  a  generation  of  civil  war  and  foreign 
invasion,  Beijing  intervened  massively  in  1950,  when  we 
neared  its  border  during  the  Korean  War.  China  conquered 
Tibet  in  1959,  humiliated  India  during  a  major  bor- 
der war  in  1962,  repeatedly  skirmished  with  Russian  bor- 
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China 


dcr  troops  in  1969  and  briefly  invaded  Vietnam  in  1979 
Why  the  buildup?  Japan  is  no  threat.  Nor  is  the  U.S 
Nor,  for  the  moment,  is  Russia.  Within  a 
generation  China  will  become  a  world- 
class  economic  power  if  it  continues  its 
economic  reforms.  Neighbors,  including 
Japan,  are  quietly  asking  themselves:  Will 
that  strength  be  translated  into  military 
might?  And  if  so,  what  for?  Nationalism 
is  strong  on  the  mainland,  and  Commu- 
nists are  wrapping  themselves  in  it.  The 
U.S.,  however,  is  downsizing  its  pres- 
ence in  the  region. 

That's  why  Russia,  which  has  cut  its 
military  might  in  Europe,  is  just  as  strong 
as  ever  in  the  Far  East. 
Will  China  evolve  into  a  liberal  de- 


mocracy as 
Or  will  it 
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Kong 
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France  and  Britain  did  in  the  19th  century?! 

follow  the  path  of  Germany,  which  turnec 

into  an  authoritarian,  militaristic  power!) 

It's  not  hard  to  imagine  what  Japa 
might   do   a   decade    hence    if  it   stil 
observed    a    fast-arming,    authoritaria 
China,  a  still -strong  Russia  and  a  disap-l 
pearing  U.S. 

Washington  should  be  thinking  hard 
about  how  to  encourage  liberalism 
China  without  creating  a  power  vacuj 
um  in  Asia  through  a  precipitous  U.S| 
disappearance. 

The  20th  century  demonstrate^ 
again  and  again  how  dangerous  anc 
how  unpeaceful  the  world  becomej 
when  we  withdraw  into  ourselves. 


LONG  TERM,  PERHAPS  THE  MOST  IMPORTANT  ELECTION  WINNER 

was  the  term  limit  movement.  This  question  was  on  the  national  politics  to  people  who  don't  want  to  mak{ 
ballot  in  14  states  and  won  convincingly  in  every  one,  politics  a  lifetime  career,  who  are  from  different  walkl 
even  in  areas  where  incumbent  pols  and  special  interests  of  life.  This  will  have  an  impressive,  salutary  impact  oi| 
fought  it  ferociously.  Term  limits  will  open  up  state  and     our  public  life. 


SUGGESTIONS  TO 

In  1996  please  announce  the  presidential  popular  vote 
tally  more  often.  Do  the  same  thing  state  by  state.  The 
election  was  a  lot  tighter,  a  lot  more  exciting  than  your 
electoral  college  commentary  indicated.  Clinton's  win  was 
convincing.  But  winning  with  fewer  than  400  electoral 


THE  NETWORKS 

votes  is  no  landslide;  winning  with  a  5  million  vote  plurality 
out  of  100  million  votes  cast  is  no  landslide  either. 

And  cut  down  on  on-the-spot  reports  from  candidate 
headquarters.  They  are  boring.  Interviewees  rarely  ha\ 
something  new  or  interesting  to  say. 


A  RELIABLE 

of  who  ultimately  gets  the  presidential  brass  ring  has 
been  the  Weekly  Reader,  a  publication  distributed  to 
millions  of  American  grade-school  children.  The  maga- 
zine's presidential  poll  had  been  on  the  money  since 
starting  in  1956.  Yet  its  1992  canvass  showed  Bush 
winning  overwhelmingly. 

But  don't  compare  the  Weekly 
Reader's  call  with  that  of  the  noto- 
rious Literary  Digest  poll  in  1936. 
The  Digest  was  America's  premier 
magazine,  whose  survey  had  never 
been  wrong.  The  magazine  pre- 
dicted GOP  candidate  Alfred  Lan- 
don  would  easily  defeat  incumbent 
Franklin  Roosevelt.  Landon  won 
Maine  and  Vermont  but  lost  every 


PREDICTOR 

other  state  in  the  Union.  The  Literary  Digest  folded  shortl| 
thereafter.  Its  polling  was  done  by  mail  to  names  fror 
telephone  directories  and  automobile  registrations.  Butil 
that  Depression  year,  about  the  only  ones  who  coulj 
afford  phones  or  cars  were  Republicans. 

What  the  Weekly  Reader  pc 
demonstrates  is  that  people  wei 
ready  to  vote  for  Bush  if  he  ga\| 
them  a  good  reason  to  do  so.  Kid 
were  reflecting  what  their  parcnf 
were  truly  saying  around  the  kitel 
en  table.  The  President's  winninl 
issues  were  taxes  and  Governs 
Clinton's  Arkansas  record,  whicl 
he  failed  to  emphasize  sufficient! 
in  the  campaign. 


RIGHT  STUFF 


The  Way  Things  Ought  To  Be— by  Rush  H. 
Limbaugh  III  (Pocket  Books,  $22).  If  the 
author  had  been  in  charge,  Republicans  would 
have  won  this  election  easily.  Rarely  has  there 
been  a  radio/TV  commentator  who  consis- 
tently makes  sense  on  so  many  subjects:  taxes, 
environmentalism,  animal  rights,  crime,  educa- 
tion, the  inner  cities,  extreme  feminism,  con- 
doms in  the  schools,  government  regulation 
and  Congress.  Limbaugh's  hard-hitting  humor 
will  have  you  laughing  out  loud;  your  voice  will 


crack  from  saying  again  and  again,  "Right  on 
On  a  sensitive  subject  like  abortion,  LimbauJ 
marshals  his  prolife  arguments  tar  more  plau>| 
bly  than  any  national  candidate  did. 
Excerpt:  Mount  Pinatubo  s  volcano  spewed  fori 
more  than  a  thousand  times  the  amount  ofozori 
depleting  chemicals  in  one  eruption  than  all  t\ 
fluorocarbons  manufactured  by  wicked,  diabol 
cal,  insensitive  corporations  in  history.  Vol  cant 
have  been  doing  this  for  4  billion  years.  A  nilgu\ 
what?  We  still  have  a  healthy  ozone  layer! 
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Statistics  show  they  c 


both  end  up  driving  it. 
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People  who  buy  a  Mercedes-Benz 


expect  to  keep  it  longer  than  other  cars. 


And  for  good  reason. 


The  body  is  formed  of  different 


steels,  with  galvanized  steel  used  for 


parts  that  are  prone  to  corrosion. 


Twenty-one  pounds  of  weather- 


resistant  sealant  is  sprayed  on  the  under- 


body.  And  the  body  itself  is  protected 


with  as  many  as  8  coatings  and  finishes. 


Little  wonder  that  97%  of  all 
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Mercedes-Benz  cars  registered  over 


the  last  15  years  are  still  in  operation1 


(that's  more  than  any  luxury  car  make 


sold  throughout  that  time  period). 


So  buy  your  budding  young  driver 


a  new  Mercedes,  and  drive  it  yourself 


until  he's  ready. 


For  additional  information  on 


Mercedes-Benz  call  1-800-383-8635. 


Sacrifice  nothing. 

'Based  on  registration  data  for  cars  sold  continuously  for 
years  19771991.  ©1992  Mercedes-Benz  of  North  America, 
Inc.,  Montvate,  N.J.,  Member  of  the  Daimler-Benz  Group. 


Other  Comments 
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Arkansas  Style? 

Everyone  knows  what  the  Bush  New 
England,  prep  school,  Hobe  Sound, 
Yale  style  is  all  about.  But  I'm  not  sure 
what  Arkansas  style  is  all  about.  A 
fairly  upscale  South,  college -educat- 
ed, upwardly  mobile,  not  redneck, 
none  of  the  Jimmy  Carter  Peanut 
Brigade.  Maybe  because  of  its  general 
smallness,  Arkansas  hasn't  had  a  ma- 
jor influence  on  Washington. 
-Newsman  Roger  Mudd,  W 

Percolate  Up 

Because  new  capital  is  necessary  to 
create  new  businesses,  the  only  possi- 
ble way  to  achieve  [dramatic]  eco- 
nomic growth  is  to  "liquefy"  the 
capital  now  frozen  by  inflation.  This 
can  easily  be  done  by  indexation, 
which  retroactively  exempts  the  infla- 
tion component  of  capital  gains  taxes. 

Economists  estimate  that  the 
amount  of  unrealized  capital  gains  in 
the  nation's  homes,  farms,  small  busi- 
nesses and  heirloom  stocks  approach- 
es $7  trillion.  If  this  sum  were  liberat- 
ed by  indexation  and  permitted  to 
flow  to  its  best  uses,  the  value  of  all 
capital  assets  would  rise;  the  credit 
crunch  would  end;  the  economy 
would  surge. 

The  economy  does  not  begin  at  the 
top  with  government.  It  is  shaped  at 
the  bottom  by  ordinary  people.  Gov- 
ernment-directed solutions — "trickle 


down"  economics  in  the  true  sense — 
do  not  work.  Indexing  capital  gains 
retroactively  is  essential  to  any  serious 
plan  that  works  from  the  bottom'up. 
-Theodore  J.  Forstmann,  senior 

partner,  Forstmann  Little  &  Co., 

New  York  Times 

Unschooled  Schools 

The  New  York  Times  reported, 
"Dolphins'  behavior  and  enormous 
brains  suggest  an  intelligence  ap- 
proaching that  of  human  beings  or 
even,  some  might  argue,  surpassing 
it."  Could  somebody  please  show  me 
one  hospital  built  by  a  dolphin? 
Could  somebody  show  me  one  auto- 
mobile invented  by  a  dolphin? 
-Rush  H.  Limbaugh,  III, 
The  Way  Things  Ought  to  Be 

Showing  His  True  Colors 

Bill  Clinton  is  a  curious  and  some- 
times calculated  blend  of  Oxford  pol- 
ish and  Dogpatch  raffishness,  of  ide- 
alism and  expediency,  elusiveness  and 
ego.  One  moment  the  Governor  will 
be  biting  his  lower  lip  and  beaming 
his  slack-jawed  smile,  assuring  audi- 
ences that  he  does  not  want  to  be 
President  for  himself,  but  to  help 
make  America  a  better  place  for  his 
13-year-old  daughter  and  the  sort  of 
decent,  working-class  folks  he  knows. 
The  next  moment  he  will  show 
flashes  of  pride  and  temper  natural  in 
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'Resumes  over  there." 


a  man  who  sees,  tantalizingly  with 
reach,  the  prize  he  has  been  hungr 
moving  toward  for  decades.  Becat 
the  candidate  has  been  fashioning  and 
refashioning  his  political  image  aruj 
message  for  so  long,  there  is  a  pack 
aged  quality  to  his  appearances  tha 
dims  spontaneity  and  makes  it  diffij 
cult  to  discern  the  real  Bill  Clinton. 
-Maureen  Dowd,  New  York  Timesl 


One  of  the  evils  of  democracy] 
is,  you  have  to  put  up  with  the 
man  you  elect  whether  you 
want  him  or  not. 

-Will  Rogers, 
The  Autobiography  of 
Will  Rogers 

Trickle-Down  Politics 

You  notice  the  economy  improvec 
by  better  than  2%  in  the  quarter  whei 
Ross  Perot  started  spending  money 
Do  we  think  there's  a  connection? 
-Molly  Ivins,  Washington  Post 

Fanning  One's  Way 

Being  a  sports  fan  is  not  as  simple  a 
going  to  the  ballpark.  There  are  stat 
to  learn,  rules  to  master,  and  a  com 
plex  system  of  alliances  and  rivalries  t< 
assimilate.  It  requires  years  of  train 
ing — long  seasons  of  despair  punctu 
ated  by  brief  moments  of  triumph 

What  distinguishes  the  sports  fa; 
from  the  mere  spectator  is  that  the  fa 
believes  he's  part  of  the  team.  Perma 
nently  sidelined  at  the  TV,  he  imagine 
a  curious  mutual  dependence  cxisi 
between  himself  and  these  muscula 
heroes,  a  mysterious  kinship  that  goe1 
far  beyond  worship  or  vicarious  call 
thenics.  The  sports  fan  believes,  dec- 
down,  that  in  a  mystical  way  his  rod 
ing  can  influence  events  on  the  Hole 
correct  the  course  of  a  wayward  puq 
say,  or  help  introduce  a  stick  of  ash  to 
0-2  fastball.  He  can't  just  sit  and  watc 
with  quiet  detachment;  he  feels  tl 
sting  of  the  uppercut,  the  satisfyin 
crunch  of  quarterback  bones. 
-Kill  ill  BLANCHARD,  from  Details, 
in  the  Utne  Reader  ■ 
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Think  Beyond  Mainframes.  Think  Beyond 
The  Alternatives.  Think  infinity,  m  *e  debate  over mainframes 

d  mainframe  alternatives,  one  thing  is  clear.  Users  are  searching  for  a  more  cost-effective,  reliable,  and  scalable  solu- 
n  to  the  data  center  computing  challenge.  ■  Encore's  Infinity  90™  Series  ends  the  search.  ■  An  open,  shared 
smory  system  with  capabilities  beyond  contemporary  mainframes  and  beyond  so-called  alternatives.  The  Infinity  90 
livers  massive  scalability,  fault-resilience,  and  superior  throughput,  speed,  and  capacity  at  a  dramatically  reduced 
»st.  The  result  is  unsurpassed  performance  at  a  savings  of  70  to  80  percent  over  traditional  mainframe  life-cycle  costs, 
inity  90  configurations  can  be  scaled  to  provide  ►  over  100  times  the  compute  power  ►  over  20  times  the  I/O 
indwidth  ►  and  over  75  times  the  I/O  capacity  of  today's  mainframe  ►  all  this  while  requiring  only  10  percent  of 
equivalent  mainframe's  footprint,  power,  and  air  conditioning.  M  The  Infinity  90  expands  in  a  cost-effective,  granu- 
r  manner  as  your  data  center  requirements  change.  M  The  Infinity  90.  Years  beyond  the  mainframe  and  its 
ternatives.  And  here  now,  from  Encore,  a  leader  in  high-performance  systems  for  over  30  years.  For  more 
formation,  call  800/933-6267  in  the  U.S.A.  or  Canada;  305/587-2900  worldwide;  or  write  to  Encore  Computer 


>rporation,  6901  West  Sunrise  Boulevard,  Fort  Lauderdale,  FL  33313-4499.    ThG  IHflHlt]/  90 u 

Open,  Scalable,  Cost-Effective  Solutions 
or  Tomorrow.  Today. 
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Think  Beyond.  Think  Infinity. 


"Being  a  young  global  company  can  cause  the 
occasional  growing  pain  but  it  has  a  lot  of 
advantages.  We  can  avoid  the  mistakes  made 
by  our  older  brothers.  For  us,  decentralization 


doesn't  mean  turning  everything  upside 
It  has  always  been  a  part  of  our  culture.  W 
have  40  highly  independent  business  ui 
My  job  is  to  set  the  framework.  And  give 
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Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  pi 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  writt 
Akzo  America  Inc.,  Corp.  Comm.  Dept./SI,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


Aarnout  A.  Loudon,  Chairman  of  the  Board  of  Management  of  Akzo: 


de  3  move  within  it.  I'm  involved,  but  I  don't 
>j  re.  Our  business  units  are  both  global 
and  local  entrepreneurs.  It's  all  part  of 
g  the  right  chemistry." 


Your  money  should  work 
as  hard  as  you  do. 

The  more  successful  you  become,  the  less  time  there  is  to  take  care  of  the  one 
thing  that  should  be  receiving  constant  attention. 

Your  own  money. 

Are  you  investing  it  skillfully?  Or  have  you  parked  it  somewhere  safe,  and  left  it  to 
look  after  itself?  Placed  in  low-paying  investments  subject  to  erosion  from  inflation  and 
taxes,  your  assets  can  shrink,  rather  than  grow. 

At  U.S.  Trust,  we  believe  it's  a  mistake  to  be  overly  conservative.  Instead,  we  can 
offer  you  a  more  attractive  alternative.  You  can  draw  on  a  team  of  seasoned  professionals, 
who  can  create  a  disciplined,  long-term  plan  that  addresses  all  of  your  family's 
investment  needs. 

We  invite  you  to  call  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.TRUST. 
And  talk  to  us  about  putting  your  money  to  work. 
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Caspar  W.  Weinberger,  Publisher 


THE  ELECTION 


the  end,  as  in  the  beginning,  the  economy — the 
tnfort,  or  lack  of  it,  that  voters  had  in  the  states  of  their 
cketbooks — was  the  deciding  factor. 
The  basic  rule  of  American  politics  has  almost  always 
en  that  if  voters  are  generally  satisfied  with  what  is  in 
[sir  pocketbooks  by  Labor  Day,  the  incumbents  will 
n;  otherwise,  not.  After  all  the  tumult  and  shouting,  all 
e  television  and  radio  time  bought  and  all  the  forests  of 
wsprint  expended,  the  basic  rule  held. 
American  voters  were  obviously  not  satisfied  with  what 
y  saw  and  felt  on  Labor  Day.  They  therefore  have 
bjected  themselves,  and  indeed  the  country,  to  the 
rible  risks  inherent  in  a  return  to  the  basic  Democratic 
licies  of  using  more  taxpayer-provided  federal  funds 
more  federal  power  to  "help"  us  complete  our 
ergence  (already  well  started)  from  the  recession.  This 


essentially  means  tax  increases,  particularly  for  those  most 
likely  to  invest  in  job-producing  activities  and  for  foreign 
corporations,  which  do  not  vote  but  do  provide  employ- 
ment for  millions  of  Americans. 

I  fear  this  also  means  a  return  to  a  far  more  isolationist 
and  protectionist  policy  than  is  wise  or  safe  for  any 
country,  let  alone  the  world's  superpower,  to  think  about 
in  this  era  of  interlocked  global  economies. 

It  also  means  the  rejection  of  an  honest  and  decent 
President  who,  given  a  better-run  and  more  decisive 
campaign  and  a  little  more  luck  with  the  economy,  would 
and  should  have  been  reelected. 

However,  as  a  native  Californian,  one  is  trained  to  be  an 
optimist,  and  it  is  true  that  many  candidates,  once  in  office, 
grow  and  mature.  That  is  the  principal  hope  for  us  all  in  the 
four  years  to  come.  At  least  we  were  spared  the  awful  Perot. 


BRAZIL 


zil,  visited  in  October  with  Steve  and  Kip  Forbes,  is 
jmsiderably  behind  Argentina  and  Venezuela  on  the 
>ad  to  economic  recovery. 

Burdened,  as  were  its  neighbors,  with  huge  debt,  high 
iflation  and  inefficient  state-owned  businesses,  Brazil 
emed  to  be  well  started  toward  an  economically  healthy 
lture.  This  country  needs  a  dose  of  the  same  potent 
medicine  that  Argentina  and  Venezuela  are  taking,  but 
rong  and  decisive  leadership  is  needed  to  administer 
lat  medicine — leadership  which  Brazil,  sadly,  no  longer 
as  since  the  impeachment  of  President  Collor. 

Mr.  Itamar  Franco,  Brazil's  acting  President,  has  two 
ears  left  in  his  term,  but  he  has  shown  little  desire  for 

namic  change,  and  the  views  of  his  newly  appointed 
inance  Minister,  Gustavo  Krause,  are  virtually  unknown. 

It  is  possible  that  as  Franco  and  Krause  learn  more 
bout  Brazil's  problems  and  the  competition  it  faces  from 
s  more  dynamic  neighbors,  these  leaders,  too,  will 
hange  their  approaches.  One  encouraging  portent:  Act- 
E  ng  President  Franco  continued  the  privatization  (though 
ersonally  no  friend  of  it)  of  a  state-owned  specialty  steel 
nill,  but  he  will  require  congressional  approval  of  future 
lajor  privatizations.  The  government  is  also  "consider- 
ng"  allowing  foreign  investors  to  buy  up  to  100%  of 
tate-owned  companies  deemed  "nonstrategic."  Howev- 
r,  Congress  and  labor  in  Brazil  still  vociferously  oppose 
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further  privatization,  and  most  of  the  rest  of  the  strong 
economic  medicine  so  successfully  applied  in  Argentina 
and  Venezuela. 

Brazil's  economy  urgendy  needs  far  more  than  merely 
carrying  out  these  two  Collor  plans.  Inflation,  presumably, 
has  been  "stabilized"  at  25%  a  month,  or  300%  annually, 
down  from  1,000%  for  the  last  12-month  period.  Indexa- 
tion, which  causes  but  cannot  cure  inflation,  is  supposed  to 
be  banned,  but  it  is  still  practiced  if  not  preached. 

The  currency  is  neither  stabilized  nor  tied  to  anything. 
The  average  wage  is  about  $70  to  $80  per  month,  but  the 
actual  value  of  that  fluctuates  widely.  There  is  a  very  large 
"informal"  economy,  and,  as  is  to  be  expected  under  such 
conditions,  there  is  a  very  high  crime  rate  in  both  Rio  and 
Sao  Paulo.  Crime  is  the  normal  by-product  of  inflation, 
unemployment,  poverty  and  an  unstable  currency. 

Many  Brazilians  we  talked  with  seemed  curiously  un- 
worried  about  all  of  this.  However,  they  do  take  pride  in 
the  fact  that  their  constitutional  process  worked,  and  they 
removed  a  president  by  impeachment  rather  than  by  the 
use  of  military  force. 

The  prime  requisite  for  economic  recovery  is  strong, 
committed  leadership  dedicated  to  free-market  principles 
and  willing  to  take  action  despite  opposition  from  all  the 
conventional  thinkers.  Unfortunately,  Brazil  at  this  point 
does  not  appear  to  be  so  blessed  with  it.  WM 
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EDITED  DY  HOWARD  DANKS 


Will  Bill  Clinton  turn  out  to  be  a  pussycat  on  defense  cuts? 


President-elect  Clinton  may  turn  out  to 
be  much  less  radical  in  his  approach  to  defense 
cuts  than  the  industry  once  feared.  He  seems 
to  have  moved  away  from  the  simplistic  idea  that 
he  can  pay  a  big  piece  of  the  tab  for  his  domes- 
tic agenda  with  a  vast  peace  dividend  available  by 
cutting  defense  more  toughly  than  the  Bush 
Administration  was  willing  to  do. 

The  view  at  the  recent  Electronics  Industries 
Association's  annual  defense  forecast  conference 
in  San  Diego  was,  therefore,  much  less  gloomy 
than  might  have  been  expected . '  'We  set  out  to  see 
if  we  could  say  the  glass  was  half  full  rather  than 
half  empty,"  says  Linda  Couture,  chairman  of  the 
eia's  forecast  team  and  a  director  of  Norden 
Systems,  a  unit  of  United  Technologies.  "The 
[defense]  budget,  no  matter  what,  is  going  to 
continue  to  decline.  But  the  U.S.  will  have  to  buy 
new,  or  upgrade  existing,  equipment.  The  worst 
might  be  over  for  defense  suppliers." 

The  driving  influence  on  defense  spending 
right  now  is  a  coalition  between  the  chairmen  of 
Congress'  armed  services  committees,  Sena- 
tor Sam  Nunn  (D-Ga.)  and  Representative  Les 
Aspin  (D-Wis.).  They  have  moved  somewhat 
from  the  left  to  the  center;  the  $275  billion 
defense  appropriation  for  fiscal  1993  was,  for 
example,  within  $5  billion  of  what  the  Bush 
White  House  had  requested. 

The  eia's  authoritative  forecast  is  that  total 
defense  spending  will  slowly  decline  by  4%  to  5% 
a  year  in  real  terms,  hitting  $230  billion  (in 
1993  dollars)  by  1996,  and  just  over  $200  bil- 
lion by  the  end  of  the  decade. 

A  couple  of  caveats.  In  1990  some  so-called 
firewalls  were  set  up  between  various  parts  of  the 
budget;  in  practice  they  prevent  defense  from 
taking  a  hit  to  pay  for  entitlements.  But  in  1994 
the  firewalls  come  down.  Budget  pressures  by 
then  could  be  such  that  defense  does  end  up 


being  the  fall  guy  for,  say,  mandated  health  care. 

Another  problem:  The  plan  to  cut  spending 
on  military  personnel  by  6%  to  8%  a  year  for  the 
next  four  years  turns  on  two  things.  Will  the 
U.S.  actually  be  able  to  bring  large  numbers  of 
troops  back  from  Europe  (or  get  the  Europe- 
ans to  pay  more  for  their  upkeep)?  And,  will  it  be 
politically  possible  to  cut  as  much  as  planned 
from  National  Guard  and  local  Reserve  units? 

Spending  plans  for  procurement  (everything 
from  aircraft  and  submarines  to  PCs  and  soldiers' 
boots)  seem  to  have  seen  the  worst  of  the 
downturn.  In  real  terms  (in  1993  dollars)  budget 
authority  for  procurement  has  halved,  from  a 
peak  of  over  $120  billion  in  1985  to  around  $60 
billion  this  year.  But  it  is  predicted  to  stick  at 
around  $55  billion  for  the  next  few  years. 

The  impact  on  industry  of  this  huge  cut  has, 
however,  not  yet  rippled  fully  through  to  the 
factory  floor.  Because  of  the  lag  between  bud- 
get authorization  and  actual  outlays  of  the  mon- 
ey, production  didn't  peak  in  the  way  the  bud- 
get did.  Outlays  were  flat  from  1984  to  1991, 
averaging  $93  billion  a  year.  They  will  drop  by  a 
third  by  1993  and  then  stay  at  about  that  level. 

Job  cuts  have  already  begun.  The  aerospace 
industry,  for  example,  lost  106,000  jobs  in  1991 
and  expects  to  lose  another  78,000  this  year, 
with  more  cuts  to  come.  Fewer  programs  means 
that  companies,  too,  will  go  broke,  merge  or 
(like  General  Dynamics)  liquidate  for  cash.  Those 
that  remain  will  be  forced  to  cut  costs  to  cope 
with  producing  smaller  numbers  of  weapons. 

Military  research  and  development  spending 
as  a  whole  will  decline  in  real  terms,  from  $38 
billion  this  year  to  $25  billion  by  1998.  The 
hope  is  that  government  r&d  funding  of  civilian 
programs  will  increase  to  fill  the  gap.  Total  U.S. 
r&d  spending  in  1992  will  be  around  $160 
billion,  44%  government- funded. 


A  bright  spot:  antimissile  missiles 


The  Soviet  threat  is  no  more,  but  one  threat 
continues  to  loom.  The  proliferation  of  ballistic 
missile  technology,  some  of  which  is  falling 
into  the  hands  of  such  pariah  countries  as  Libya. 
The  former  Soviets  have  been  selling  ad- 
vanced guidance  and  propulsion  technology  to 
the  Chinese  and  to  anybody  else  with  money. 
And  the  cia  has  been  warning  lately  that  by  the 
end  of  the  decade  many  nations  (probably  a 
score  or  so)  will  have  advanced  long-range  bal- 
listic missiles  in  place.  The  lesson  for  such 
countries  from  the  Gulf  war  is  that  they  have  no 
hope  of  beating  U.S.  pilots  in  an  air  war,  but 
that  they  can  hit  behind  our  lines  using  missiles. 
Lockheed  already  has  a  contract  to  develop  a 
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theater  defense  system  able  to  pick  these  missiles 
off  at  up  to  a  2 00 -mile  range  or  so — a  kind  of 
very  advanced  Patriot  missile.  Upcoming  will  be 
a  more  advanced  system  able  to  defend  the 
whole  of  the  continental  U.S.  Less  emphasis  will 
go  to  space -based  antiballistic  missile  defense. 

In  typical  Washington  fashion,  another  less 
serious  external  "threat"  will  get  lots  of  play  by 
suppliers.  The  claim,  true  or  not,  will  be  that 
foreign  companies  are  about  to  take  over  any 
particular  market  threatened  by  budget  cuts. 
This  tactic  will  be  used  to  try  to  preserve  the  V- 
22  Tilt  rotor  aircraft  now  in  full  development 
by  Bell  Helicopter  Textron  and  Boeing  Heli- 
copters for  the  Marines.  Hi 
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The  Forbes  Index  (1967=100) 
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The  Commerce  Department  estimates  that  the  economy 
grew  at  a  2.7%  real  annual  rate  during  the  third  quarter. 
That's  not  bad,  but  gross  domestic  product  statistics  are 
subject  to  large  revisions.  And  the  deficit?  Treasury  reports 
that  it  hit  $290  billion  for  the  fiscal  year  ended  Sept.  30. 
That's  a  new  high,  but  down  from  the  $399.7  billion 
forecast  for  fiscal  1992  made  in  the  President's  budget 
report  last  winter.  The  deficit  now  amounts  to  4.9%  of 
GDP,  the  largest  ratio  since  1986.  The  alltime  high  for 
deficit/GNP  was"  during  World  War  II— 1943's  31.1%. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0%  1 

Auto  sales  year  to  date  vs  1991' 

Ward's  Automotive 

1.4%  1 

Index  of  leading  indicators  Aug  vs  July 

Dept  of  Commerce 

-0.2%    ] 

Trade  balance  12  months  ended  Aug  1992 

Dept  of  Commerce 

-$74bil   1 

All-commodity  producer  price  index  Sept  vs  Aug2 

Dept  of  Labor 

0.2%  1 

60P  3rd  quarter  vs  2nd — annualized  growth 
M2  (3-month  change) — annualized  growth3 

Dept  of  Commerce 

2.7%   1 

Federal  Reserve 

0.4%  1 

1  U.S.-based  manufacturers,  excludes  imports,  as  of  10/20/92.  7  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 
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Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Services     •    Total  index 


Inventories     •    New  orders 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Industrial  production  index  (1987=100)  New  housing  starts  (thousands)  privately  owned, 

seasonally  adjusted  (Federal  Reserve)  unadjusted  (Dept  of  Commerce) 

9MHM  -4fl^^H 

550  165 


270 


210 


150 


Manufacturers'  new  orders  and  inventories 

($bilhons),  seasonally  adjusted  (Dept  of  Commerce) 


2990 


2920 


2850 


2780 


Personal  income  (Sbillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


740 


475 


400 


325 


n 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


150 


Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  of  Commerce) 


730 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 


ASONDJ  FMAMJ  JAS 


ASONDJ  FMAMJJAS 


ASONDJ  FMAMJJAS 
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There's  a  lot  more  travail  ahead 

for  General  Motors,  but  when  the  turnaround  comes  . 

it's  going  to  be  a  beaut. 

Darkness  before  dawn 


By  Jerry  Flint 

For  more  than  a  decade  General 
Motors  floundered,  its  share  of  the 
U.S.  auto  market  dropping  steadily, 
from  nearly  50%  to  under  35%,  its 
impeccable  finances  deteriorating,  its 
reputation  for  quality  vanishing,  its 
once  wondrous  profits  turning  into  a 
torrent  of  red  ink. 

The  wonder  is  that  it  took  the 
board  of  directors  so  long  to  do  some- 
thing. Now  that  it  has,  the  question 
frequently  asked  is:  Is  it  too  late?  Can 
General  Motors  be  saved? 

The  pessimism  surrounding  GM  is 
as  overwhelming  as  the  complacency 
formerly  was.  As  the  complacency  was 
overdone,  so  is  the  pessimism. 

Jack  Smith,  gm's  new  chief  execu- 
tive, and  his  team  understand  that 
they  probably  confront  a  three-to- 
five-year  turnaround  job.  That's  how 
long  it  took  Ford  and  Chrysler  to  pull 
back  from  the  brink  of  disaster,  gm  is 
bigger,  the  problems  heftier,  but, 
thanks  to  actions  taken  by  Smith's 
predecessors,  the  turnaround  process 
began  at  least  a  year  ago. 

GM  is  messed  up,  but  it's  no  basket 
case.  American  consumers  may  no 
longer  love  GM,  but  they  line  up  to 
buy  Saturns,  at  full  sticker — and  then 
brag  about  it.  Pontiac's  Bonneville 
and  Cadillac  Seville  are  strong  in  a 
weak  year.  These  fast-selling  cars 
prove  that  Americans  will  still  buy  GM 
if  the  cars  or  the  selling  system,  as 
Saturn's,  are  right. 

Even  in  its  fallen  state,  GM  delivers 
better  than  one  car  out  of  every  three 
in  the  U.S.,  nearly  4.5  million  cars  and 
trucks  last  year,  more  than  the  Ger- 
mans and  Japanese  combined.  Some 
80  million  Americans  own  GM  cars 
and  trucks,  a  huge  customer  base. 

"I  happen  to  be  one  of  the  old 
school  who  thinks  that  a  knowledge 
of  the  business  is  essential  to  a  success- 
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fill  organization,"  said  Alfred  P.  Sloan 
Jr.,  creator  of  the  modern  General 
Motors.  GM  is  in  lots  of  businesses, 
but  autos  are  what  it  is  all  about.  It 
seems  obvious  the  people  who  have 
run  General  Motors  in  the  past  de- 
cade or  more  haven't  really  under- 
stood the  car  business.  Indications  are 
the  new  team  would  have  Alfred 
Sloan's  approval. 

New  gm  boss  Jack  Smith  put  gm's 
design  department  under  Wayne 
Cherry,  who  headed  European  design 
under  Smith's  highly  successful  run- 
ning of  GM  in  Europe.  William  Hog- 
lund,  an  executive  vice  president,  has 
moved  into  car  operations  from  fi- 
nance to  help  chief  executive  Jack 
Smith.  Hoglund  turned  around  Pon- 
tiac  a  decade  ago  with  the  "We  build 
excitement"  Pontiacs,  then  headed 
Saturn,  the  Buick-Oldsmobile-Cadil- 
lac  division,  and  gm's  sprawling  parts- 
making  empire.  So  here's  another  top 
guy  who  knows  the  car  business. 

Smith  &  Co.'s  biggest  immediate 
challenge  is  getting  gm's  manufactur- 
ing costs  in  line  with  its  competitors' 
and  turning  losses  into  profits.  This 
won't  be  easy  since  GM  is  Detroit's 
most  vertically  integrated  carmaker — 
meaning  nearly  everything  in  a  GM 
vehicle  is  produced  by  high-priced 
uaw  workers.  GM  employees  produce 
about  70%  of  everything  that  goes 
into  a  gm  vehicle,  whereas  at  Ford  the 
ratio  is  50%,  at  Chrysler  30%.  gm's 
labor  costs  run  around  $35  an  hour  at 
its  plants,  double  what  competitors 
may  pay  when  they  buy  parts  on  the 
outside.  But  gm  can't  just  sell  all  its 
parts  plants — who  would  buy  them 
with  those  union  contracts? — or 
switch  to  outsiders  overnight. 

gm's  cars  arc  harder — and  therefore 
more  expensive — to  build  than  com- 
petitors', because  gm's  designers  we  re- 


late to  understand  that  they  shoulc 
simplify  their  designs.  But  this  prob 
lem  gets  improved  with  every  new 
model.  For  example,  next  fall  (1993, 
there  will  be  a  new  Cadillac  De  Ville 
Cadillac  engineers  say  hours  will  be  & 
pulled  from  assembly  and  manufac 
turing.  For  every  hour  that  GM  car, 
reduce  the  average  production  tim^j 
for  its  cars,  it  saves  $150  million. 

Finally — and  this  is  the  biggest  cosi 
factor — gm  plants  are  badly  underuti 
lized,  running  at  close  to  65%  o 
capacity.  The  answer  to  that  is  two 
fold:  Develop  more  desirable  prod 
ucts,  and  close  plants. 

Will  the  UAW  be  the  spoiler?  No: 
likely.  The  United  Auto  Workers  nev 
er  stopped  any  plant  closings.  Just  ; 
few  months  ago  gm  closed  its  Var 
Nuys,  Calif,  assembly  plant  withou 
precipitating  strikes.  Willow  Run 
Mich,  is  closing.  No  strikes. 

Robert  Stempel  said  a  year  ago  tha 
he  planned  to  close  21  plants  witl 
74,000  blue-collar  workers  by  tli. 
mid-1990s.  Jack  Smith  says 
doesn't  see  much  change  in  cithj 
Stempel's  number  or  his  timing. 

Here's  an  example  of  why  Smitl 
has  trouble  accelerating  that  timed 
ble.  The  big  Cadillac  plant  in  Hail 
tramck,  Mich.,  making  Seville's  afl 
Eldorados,  is  running  on  one  shift  afl 
at  less  than  half-speed.  This  is  a  maji 
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oneylosing  operation.  The  most 
Dpular  Cadillac,  the  De  Ville,  is  built 
the  Orion  plant  near  Pontiac,  Mich. 
Why  not  build  the  popular  De  Ville 
underutilized  Hamtramck?  The  De 

tno1  ille  is  on  a  completely  different  plat- 
)rm  from  the  Seville-Eldorado. 
But  next  fall,  with  the  1994  mod- 
s,  there  will  be  a  new  De  Ville,  on  a 
atform  similar  to  Seville's.  De  Ville 
roduction  will  move  to  Hamtramck, 
eaning   full    two-shift   production 

:itf>  nxh  an  easier-to- build  car,  making 
^r  a  most  profitable  operation  there. 
vi  will  shift  production  of  new  big 
Mdsmobiles  and  Buicks  to  the  rela- 

■iifl  vely  new  Orion 'plant,  and  eventually 
ose  some  other  assembly  plant. 
So  improvement  takes  place,  even  if 
is  gradual.  Instead  of  three  plants 
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running  short  schedules,  by  1994  two 
plants  will  be  running  full,  eventually 
eliminating  $150  million  a  year  in 
labor  costs,  plus  the  costs  of  one 
plant's  operations  and  equipment. 
But  this  result  is  tied  to  a  change  in  the 
De  Ville's  design,  which  took  years. 

Among  the  reasons  a  fast  turn- 
around isn't  in  the  cards:  Saturn  wins 
customers,  but  loses  money.  To  be 
profitable,  Saturn  must  grow,  but 
normal  growth  would  mean  extend- 
ing the  line  to  include  bigger  cars, 
pushing  Saturn  against  Chevrolet. 
Smith's  team  must  figure  an  answer. 

GM  builds  two  completely  different 
midsize  cars:  the  A  body  (think  of  the 
Buick  Century)  and  the  W  body 
(Buick's  Regal).  The  A  body  is  old  but 
more  profitable   and   good  quality. 


:orbes  ■  November  23,  1992 


The  W  is  newer.  Two  cars  for  the  same 
market  is  an  enormous  cost.  But 
which  one  should  die?  Smith  will  have 
to  make  that  decision,  and  a  hundred 
other  tough  ones,  too. 

How  much  longer  can  GM  bleed 
the  way  it  has  been  doing?  Obviously, 
not  for  long,  but  the  fact  is  the  bleed- 
ing should  soon  ease  substantially,  gm 
makes  $4  billion  to  $5  billion  a  year 
profit — somewhere  around  $5  a 
share — outside  of  its  North  American 
car  and  truck  business.  The  profits 
come  from  Europe,  from  gmac,  from 
eds  and  Hughes.  Forbes  figures  last 
year  gm  lost  $7  billion  in  its  North 
American  auto  operations.  This  year  it 
could  approach  $4  billion.  But  all  it 
will  take  is  a  reduction  in  those  losses 
to  put  gm  overall  back  into  the  black. 
No  matter  how  you  cut  it,  GM's  not  on 
a  bankruptcy  course. 

When  will  gm's  North  American 
operations  break  even?  If  they  do  no 
more  than  that,  GM  could  show  $5  a 
share.  If  the  economy  picks  up,  that 
could  happen  as  early  as  next  year.  By 
1994  North  American  could  be  run- 
ning in  the  black.  Even  modestly-in- 
the- black  North  American  cars  could 
add  a  couple  of  dollars  more  to  earn- 
ings. As  recently  as  1988,  the  last 
good  year  in  the  last  auto  cycle,  GM 
earned  more  than  $7  a  share.  It's  not 
unthinkable  that  a  revitalized  GM 
could  easily  surpass  that. 

Profits  aside,  GM's  cash  flow  from 
operations,  $3  billion  in  nine  months, 
is  $1  billion  better  than  last  year's  and 
within  $1.3  billion  of  covering  capital 
spending,  gm  had  $6  billion  in  cash 
Sept.  30.  "We're  going  to  have  $7.5 
billion  [in  cash]  by  the  end  of  the 
year,"  says  William  Hoglund,  who 
before  his  latest  move  to  the  car  side  of 
the  business  was  gm's  chief  financial 
officer.  The  dividend  cut  saves  anoth- 
er $500  million  cash  a  year. 

"We  have  a  plan  to  win,"  Jack 
Smith  says.  It  helps  that  GM's  Japanese 
competitors  aren't  so  fierce  anymore. 
Four  of  them — Nissan,  Mazda,  Suba- 
ru and  Isuzu — have  serious  financial 
problems,  and  all  are  hurt  by  the 
strong  yen,  meaning  higher  prices  in 
the  U.S.,  fewer  new  models  and  less 
money  for  advertising. 

The  question  isn't  really:  Can  GM 
turn  around?  The  real  question  is: 
Will  the  big  turnaround  take  three 
years?  Or  five?  WBt 
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The  U.S.  isn't  the  only  place  where  health  care 
spending  is  a  big  issue.  Japan  is  attacking 
its  prescription  drug  costs— and  creating 
an  opportunity  for  powerful  U.S.  drug  firms 
to  conquer  the  Japanese  market. 

"The  doctor's 
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margin 


By  Gale  Eisenstodt 

If  Bill  Clinton  thinks  the  U.S. 
health  care  system  spends  too  much 
money  on  prescription  drugs,  he 
should  take  a  look  at  Japan.  Nearly 
30%  of  Japan's  health  care  bill,  or 
1.5%  of  the  country's  gross  domestic 
product,  is  spent  on  drugs. 
In  this  country,  drugs  ac- 
count for  about  5%  of  health 
spending  and  0.6%  of  gdp. 
Salomon  Brothers  pharma- 
ceutical analysts  figure  that  in 
1991  about  $12.5  billion 
worth  of  drugs  were  need- 
lessly prescribed  in  Japan. 
Adjusting  for  population 
size,  the  equivalent  U.S.  fig- 
ure would  be  $25  billion. 

The  high  rates  of  drug 
spending  and  wastage  in  Ja- 
pan have  resulted  from  the 
way  doctors  and  hospitals 
dominate  drug  distribution. 
Japanese  doctors  dispense 
virtually  all  drugs,  write  lots 
and  lots  of  prescriptions  and 
profit  enormously  from 
what's  called  the  "doctor's 
margin." 

This  margin  is  the  difference  be- 
tween official  drug  prices,  set  by  Ja- 
pan's Ministry  of  Health  &  Welfare, 
and  the  discounted  price  at  which 
drug  wholesalers  sell  their  products  to 
hospitals  and  doctors.  Doctors  get  to 
claim  back  the  full  amount  from  the 
government  and  pocket  the  differ- 
ence. Last  year  the  "doctor's  margin" 
was  around  25%. 

The  government  has  severely  cut 


drug  prices  since  1 98 1 .  But  it  was  easy 
to  get  around  the  cuts.  The  policy  had 
unintended  consequences.  The  gov- 
ernment awarded  higher  prices  to 
new  drugs,  innovative  or  not.  So  the 
drug  companies  churned  out  lots  of 


However,  reform  is  sweeping  many  ! 
Japanese  institutions,  the  pharmaceu-  i 
tical  business  included.  Beginning  in  If 
1989  the  Japanese  government  began  I 
attacking  the  overprescription  prob-V 
lem  by  introducing  controlled  pay-  la- 
ment systems  where  monthly  costs  are  I  v 
fixed  for  certain  types  of  patients.  The 
Ministry  of  Health  &  Welfare  is  also 
now    inspecting    doctor's    receipts- 
Manufacturers  are  no  longer  allowed 
to  negotiate  price  and  their  discount  j 
direcdy  with  the  doctors. 

And,  starting  this  year,  the  health 
ministry  is  being  much  more  selective 
in  how  it  sets  prices  for  new  drugs 
Truly  innovative  drugs  will  get  a  big 
premium.  A  me-too  drug  may  get  no 
higher  price  than  the  existing  drug 

The  government's  squeeze  on  drug 
costs  is  forcing  big  changes  upon 
Japan's  fragmented  drug  industry. 
"Until  now  even  weak  drug  compa- 
nies could  survive  [in  Japan],"  says 
Hiroshi  Nakagawa,  Morgan  Stanley's  ' 
highly  regarded  drug  analyst  in  To- 
kyo. And  now?  "Consolidation  is  in- 
evitable," says  Noriaki  Ni- 
°  shiyama,  a  manager  at  Up 
|  John's  Tokyo  subsidiary 
There  is  no  way  that  all  1 ,300 
Japanese  drug  companies 
[prescription  and  over- the 
counter]  can  continue  to 
exist. 

Foreign  firms  already  ac- 
count for  23%  of  the  drugs  :u 
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"new"  drugs — in  the  Eighties,  393 
drugs,  mostly  me-too  versions  of  ex- 
isting drugs,  were  introduced  in  Ja- 
pan. The  truly  innovative  U.S.  drug 
industry  introduced  just  228  new 
drugs  in  that  period.  To  maximize 
their  incomes,  the  doctors  prescribed 
the  newer,  more  expensive  drugs 
whether  or  not  the  medication  was 
more  effective  than  the  less  expensive 
older  ones. 
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sell  more.  Moreover,  with 
stock  market  and  land  prices 
down,  Japanese  drug  compa- 
nies are  starting  to  look  af- 
fordable. "Many  foreign 
drug  companies  are  looking 
for  opportunities  to  buy," 
says  Tadaharu  Wakabayashi, 
president  of  SmithKline  Bed 
cham  in  Tokyo.  "We  are  no 
exception." 

By  U.S.  standards,  Japan'sl 
pharmaceutical  companies  are  tiny. 
Takeda    Chemical,    Japan's    largest 
drug   firm,    ranks   sixteenth    in    the 
world  and  has  only  a  4%  share  of 
Japan's  ethical  drug  market.  As  of 
June,  the  combined  market  capital 
ization  of  Japan's  top  four  drug  com 
panics  was  only  half  that  of  Merck  & 
Co. 's  $56.5  billion. 

Japanese  drug  firms  haw  dramati 
cally  increased  R&D  spending  to  ova 
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%  of  sales,  from  7%  in  1982.  Mor- 
li  Stanley  figures  that  for  Japan's 
^e    major   drug   companies,   R&D 
nding  averaged  over  100%  of  op- 
ting profits  for  the  fiscal  year  ended 
March,  versus  only  42%  for  the  top 
U.S.  drug  companies.  But  as  capi- 
costs  in  Japan  continue  to  rise, 
:h  heavy  r&d  spending  will   be 
jgh  to  sustain. 

Japanese    drugmakers    also    lack 

bal  sales  networks  over  which  to 

read  costs.  One  that  could  break 

is  pattern  is  Sankyo,  which  is  doing 

11    with    its    cholesterol-lowering 

ug,  Mevalotin,  which  it  licenses  to 

istol-Myers  Squibb  for  marketing 

jctj    itside  Japan.  Sankyo's  profits  for  the 

cal  year  ended  this  March  were 

»uble  1990  levels. 

Making  things  tougher  on  weaker 
ms,  foreign  drugmakers  are  ditch- 
g  their  local  partners  and  expanding 
eir  own  sales  networks  in  Japan, 
his  is  closing  off  what  was  once  an 
lportant  source  of  revenue  for  Japa- 
se  companies.  Examples  include 
ayer,  which  in  1990  stopped  distrib- 
g  through  Takeda,  its  Japanese 
irtner;  and  Sandoz,  which  in  1990 
arted  to  sell  products  independently 
Sankyo.  Upjohn  announced  earlier 
is  year  that  it  plans  to  do  its  own 
stribution. 

Hostile  acquisitions  in  Japan  are 
nlikely.  Instead,  watch  first  for  West- 
•n  companies  to  take  a  stake,  or  to 
>cpand  on  existing  ones,  in  Japanese 
aig  companies. 

Last  year,  for  instance,  Marion 
lerrell  Dow  completed  its  takeover 
f  Funai,  a  small  Osaka-based  drug 
ompany  that  it  had  begun  buying 
ito  in  1985.  Also  SmithKline  Bee- 
lam  has  acquired  99%  of  the  joint 
enture  it  had  with  Fujisawa  Pharma- 
eutical.  Watch,  too,  Merck  &  Co., 
hich  has  a  50%-plus  stake  in  Banyu 
larmaceutical,  a  publicly  listed  firm, 
hat  it  acquired  for  $313  million 
1 1983. 

Japanese  drug  companies  were  tra- 
litionally  not  eager  for  suitors.  But 
le  government's  drug  pricing  and 
'istribution  reforms  and  the  coming 
uiakeout  are  expected  to  make  them 
nore  receptive  to  deals.  "Perhaps  I 
hould  start  learning  German,"  jokes 
r'oshiaki  Kamoya,  an  employee  at 
lionogi  &  Co. 
Or  English.  Hi 

Forbes  ■  November  23,  1992 


The  fate  of  Continental  Airlines  appears  to  rest  in  the 
hands  of  rival  bidders  David  Bonderman  and  Charles 
Hurwitz.  But  the  real  power  lies  with  Larry  Hillblom. 

The  mysterious 
man  from  the 
Marianas 


By  John  H.  Taylor 

The  prominent  suitors  circling  bank- 
rupt Continental  Airlines  are  Maxxam 
Corp.  Chairman  Charles  Hurwitz 
and  David  Bonderman,  who  used  to 
put  together  deals  for  Robert  M.  Bass. 
But  the  real  power  broker  in  this  game 
is  someone  few  people  have  ever 
heard  of:  Larry  L.  Hillblom. 

A  reclusive  lawyer  and  entrepre- 
neur, Hillblom  lives  on  Saipan,  an 
island  about  115  miles  north  of  Guam 
in  the  U.S.  Commonwealth  of  the 
Northern  Mariana  Islands.  He  is  the 
"H"  in  DHL  Worldwide  Express,  the 
international  courier  company  he 
founded  in  1969  with  Adrian  Dalsey 
and  Robert  Lynn.  Now  Hillblom  is 
being  wooed  by  Continental's  suit- 
ors, who  fear  that  they  may  not  be  able 
to  take  over  the  country's  fifth-largest 
airline  (1991  revenues,  $5.5  billion) 
without  Hillblom's  consent.  As 
Forbes  went  to  press,  Hillblom  and 
dhl  were  committed  to  providing 
$25  million  for  Bonderman's  bid — 
expected  to  be  around  $450  mil- 
lion—to acquire  the  airline. 

Whv  is  everyone  courting  Hill- 
blom? He  controls  a  company  called 
United  Micronesia  Development  As- 
sociation— UMDA,  for  short.  Hillblom 
owns  about  35%  of  UMDA;  the  rest  of 
the  ownership  is  scattered  among 
1,000  shareholders,  most  of  them 
living  in  Micronesia. 

UMDA's  major  asset  is  its  1 00%  own- 
ership of  Air  Micronesia,  which  to- 
gether with  Continental  runs  a  very 
profitable  little  (revenues,  $427  mil- 


lion) carrier  that  provides  air  service 
from  Micronesian  islands,  including 
Guam,  Saipan  and  Palau,  to  Hawaii, 
Japan  and  the  Philippines.  Under  a 
1987  agreement,  Continental  oper- 
ates the  airline  under  the 
Continental/Air  Micronesia  name 
and  provides  the  planes  and  staff.  Air 
Micronesia  has  the  route  authorities, 
gates  and  slots.  Continental  remits  a 
little  less  than  1%  of  the  revenues  to 
UMDA's  Air  Micronesia.  Last  year  Air 
Micronesia  received  remittances  to- 
taling $3.5  million. 

Why  would  anyone  care  about  a 
litde  island -hopping  airline?  Because 
rival  Continental  bidders  have  pro- 
posed to  finance  a  large  portion  of 
their  acquisition  by  borrowing 
against  the  assets  of  Air  Micronesia. 

But  nobody  can  borrow  anything 
against  Air  Micronesia's  assets  with- 
out UMDA  and  Hillblom's  agreeing  to 
scrap  the  joint  venture  and  create  a 
distinct  entity,  owning  all  of  Conti- 
nental/Air Micronesia's  assets. 
Hence,  Hillblom's  leverage. 

The  leading  bidders  for  Continen- 
tal are  a  group  consisting  of  Bonder- 
man  and  Air  Canada;  and  a  second 
group  made  up  of  Hurwitz's 
Maxxam,  Aeromexico  and  Donald- 
son Lufkin  &  Jenrette. 

From  Saipan,  Hillblom's  umda  has 
dispatched  its  lawyers  from  the  San 
Francisco  firm  of  Donnici  &  Lupo  to 
talk  to  both  camps.  Hillblom  covets 
his  low  profile  and  declined  to  talk  to 
Forbes.  But  the  price  of  his  coopera- 
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tion  is  an  equity  stake  in  the  revamped 
Continental,  which  Bonderman  is 
willing  to  offer. 

Who  is  Larry  Hillblom?  His  exotic 
residence,  his  reputation  as  an  eccen- 
tric and  his  refusal  to  talk  to  reporters 
have  combined  to  create  a  host  of 
rumors  among  Continental's  credi- 
tors. The  wildest:  Hillblom  lives  in  a 
cave  on  Saipan  and  married  a  12 -year- 
old  Filipino  princess. 

Some  facts:  Hillblom  lives  in  a  styl- 
ish home  on  Saipan's  east  coast.  A 
DeLorean  sports  car  sits  in  his  drive- 
way; a  cigarette  boat  is  moored  in  the 
water  nearby.  No  princess  for  a  wife, 
though  he  does  have  a  youngish 
girlfriend. 

Hillblom  grew  up  near  Fresno, 
Calif,  and  retired  to  Saipan — a  well- 
known  tax  haven — more  than  a  de- 
cade ago,  after  giving  up  day-to-day 
management  of  DHL  while  still  in  his 
thirties.  Hillblom's  net  worth  is  said 
to  be  at  least  $500  million. 

So  far,  Hillblom  has  proven  a  deft 
tactician  in  the  Continental  skirmish. 
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In  July  Hillblom  agreed — but  only  in 
principle — with  Continental  to  dis- 
solve the  Air  Micronesia  joint  ven- 
ture. Continental  wanted  to  create  a 
new  entity  to  be  91%-owned  by  Con- 
tinental and  9%  by  umda.  That  would 
allow  investors  to  borrow  against  Air 
Micronesia  assets  to  fund  the  Conti- 
nental acquisition. 

But  Hillblom  made  sure  the  agree- 
ment was  nonbinding,  and  thereby 
maintained  his  leverage  over  the  Con- 
tinental bidding. 

"We  want  to  see  what  Continental 
is  going  to  look  like  in  the  future 
before  we  agree  to  restructure  our 
deal,"  says  umda  lawyer  Dennis  Ker- 
win.  "Our  hope  is  that  Continental 
will  hook  up  with  a  strong  foreign 
carrier  and  an  investment  group  that 
includes  a  broad  base  of  investors."  A 
source  says  Hillblom  warned  Conti- 
nental management  that  he  would 
refuse  to  dissolve  the  Continental/ 
Air  Micronesia  joint  venture  if  it  ac- 
cepted the  Hurwitz  offer. 

In  early  November  Kerwin's  law 


partner,  Peter  Donnici,  confirmed 
that  Hillblom — and  DHL — are  equity 
partners  in  Bonderman's  bid,  which 
was  submitted  on  Nov.  2.  Continen- 
tal is  expected  to  recommend  a  buyer 
on  Nov.  9. 

What  if  Continental  goes  against 
Hillblom's  wishes  and  chooses  Hur- 
witz? Can't  the  airline  ask  the  court  to 
make  Hillblom's  joint  venture  with 
the  carrier  a  party  to  the  proceedings? 
"We  don't  think  the  bankruptcy 
court  could  force  us  to  dissolve  the 
joint  venture,"  lawyer  Kerwin  says.  "I 
don't  believe  the  court  has  jurisdic- 
tion over  umda." 

The  bankruptcy  judge  could  rule 
otherwise,  but  there's  no  doubt 
Hillblom  is  in  the  catbird's  scat.  At 
the  worst,  Hillblom  will  wind  up  with 
1%  of  Air  Micronesia's  revenues  and 
9%  of  its  equity.  But  it's  looking  more 
likely  that  he  will  wind  up  with  all  that 
plus  a  sizable  piece  of  the  new  C'outi 
nental.  Whatever  happens,  the  mvstc- 
rious  tycoon  from  the  Western  Pacific 
walks  away  a  big  winner.  ■ 

Forbes  ■  November  23,  1992 


•iane  English,  creator  of  TV's  Murphy  Brown, 
kes  to  bash  Republicans  on  her  show  and  off. 
'he's  pretty  good  at  union-bashing,  too. 

ot  with  my 
oney  you  don't 


ty  Gretchen  Morgenson 


n  Hollywood,  the  definition  of  a 
onservative  is  a  liberal  movie  produc- 
r  who's  been  mugged  by  the  unions. 
That  qualifies  Diane  English,  creator 
>f  the  wisecracking,  Quayle- bashing 
le vision  character  Murphy  Brown 
d  a  self-described  liberal,  for  arch- 
onservative  status. 
Earlier  this  year  Love  and  War  Pro- 
uctions,  Inc.,  which  English  owns 
th  her  husband,  Joel  Shukovsky, 
egan  shooting  the  pilot  for  her  new 
ow,  Love  &  War.  A  Hollywood 
raft  union,  the  International  Alliance 
f  Theatrical  Stage  Employees,  tried 
o  organize  some  30  of  the  show's 
reduction   people — modestly   paid 
amera  operators,  sound  technicians, 
akeup  workers  and  such,  making 
aybe  $800  a  week  and  up. 
Among  other  things,  a  union  con- 
act  would  provide  health  and  pen- 
ion  benefits,  which  Love  and  War 
reductions  was  not  offering  at  the 
me,  according  to  the  union,  at  a  cost 
of  roughly  $2  extra  an  hour.  English 
and  Shukovsky  summarily  replaced 
the  workers.  "We  had  to  protect  our 
ability  to  produce  the  show,"  says 
John  Drinkwafer,  executive  vice  pres- 
ident and  general  counsel  at  Love  and 
War  Productions. 

Isn't  replacing  workers  during  an 
organizing  drive  illegal?  The  lATSE's 
spokesperson,  John  Doering,  thinks  it 
is.  A  representative  for  some  of  the 
former  crew  members  filed  a  charge 
with  the  National  Labor  Relations 
Board,  claiming  the  production  com- 
pany engaged  in  unfair  labor  prac- 
tices. The  nlrb  is  investigating. 
Meanwhile,  Love  &  War  is  being 
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produced  by  a  nonunion  crew. 

At  the  other  end  of  Hollywood's 
pay  scale,  English's  firm  gets  an  esti- 
mated $100,000  per  episode— $2.2 
million  a  year — in  production  fees  for 
Love  &  War.  Even  in  Hollywood,  this 
payout  is  high.  Normal  fees  for  high- 
end  writer-producers  range  from 
$50,000  to  $75,000  per  episode. 

English's  class  consciousness  seems 
to  expand  the  further  she  gets  from 
blue-collar  technical  types,  and  the 
closer  she  gets  to  writers,  actors  and 
directors  represented  by  the  Directors 
Guild  of  America,  Writers  Guild  of 
America  and  Screen  Actors  Guild. 
These  so-called  above-the-line  em- 
ployees account  for  a  production's 
biggest  expenses.  Wage  costs  of  tech- 
nicians like  those  replaced  by  English 
have  gone  up  4%  on  average  annually 
since  1989,  according  to  Doering, 
while  nonwage  costs  for  these  people 
dropped  20%.  In  the  same  period, 
rates  paid  to  the  most  successful  writ- 
ers and  directors  (who  can  command 
above  union  scale)  have  escalated  an 
estimated  40%  to  50%. 

"The  creative  types  are  what's  driv- 
ing costs  so  high,"  says  one  Holly- 
wood executive.  "To  have  a  top- 
notch  writer  exclusive  for  three  years, 
you  might  have  to  guarantee  them  $3 
million  to  $4  million."  But  tackling 
this  part  of  the  overhead  might  ruin 
English's  reputation  around  Tinsel- 
town as  a  friend  of  the  oppressed. 

English,  who  declined  to  speak  to 
Forbes,  has  portrayed  Love  and  War 
Productions  as  a  struggling  indepen- 
dent. True,  she  and  her  husband 
struck  out  on  their  own  just  last  year, 


after  having  worked  for  Warner  Bros., 
for  which  they  produced  Murphy 
Brown.  But  Shukovsky  and  English 
are  hardly  starving.  Any  expenses  over 
the  more  than  $600,000  in  estimated 
licensing  fees  that  CBS  agreed  to  pay 
the  company  per  episode  will  be  paid 
by  the  network  in  the  form  of  a  loan 
that  CBS  either  will  get  back  from 
English  when  the  show  goes  into 
syndication  or  will  likely  forgive  if 
syndication  doesn't  happen.  This  is  a 
very  sweet,  no-risk  deal  for  English. 

English  is  used  to  pleading  poverty. 
In  interviews  with  other  journalists, 
she  insists  that  Vice  President  Quayle 
is  wrong  to  call  her  part  of  the  "cul- 
tural elite"  that  runs  the  entertain- 
ment business,  making  much  of  her 
blue-collar  upbringing  in  Buffalo  and 
her  public  school  education. 

A  shrewd  entertainer,  English  un- 
derstands that  among  Hollywood's 
elite,  liberal  lines  play  better  than 
conservative  ones.  As  reported,  when 
she  received  an  Emmy  award  in  Sep- 
tember for  Murphy  Brown,  she  told 
the  audience:  "As  Murphy  said:  T 
could  not  possibly  do  a  worse  job 
raising  my  kid  alone  than  the  Reagans 
did  with  theirs.'  " 

But  if  English  becomes  known  as  a 
union- buster  in  Burbank,  how  will 
she  be  able  to  hold  up  her  head  at 
Spago?  Hi 


Television  producer  Diane  English 
Her  motto:  Do  as  I  say,  not  as  I  do. 
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Selling  wallboard  during  a  building  slump  is  problem 
enough,  but  National  Gypsum's  Peter  Browning  has  to 
cope  with  squabbling  bondholders  as  well. 

Mountain 
climbing  is  easy 


By  James  R.  Norman 

Peter  Browning,  51,  loves  tough 
challenges.  For  fun  he  climbs  Mexi- 
can volcanoes  and  scuba  dives.  For 
work,  he  saves  tired,  old  manufactur- 
ing firms  mired  in  bankruptcy  and 
union  problems. 

Right  now  Browning  has  his  hands 
full.  For  the  past  couple  of  years  he's 
been  running  National  Gypsum  Co., 
the  nation's  number  two  wallboard 
maker,  with  $1.1  billion  in  annual  sales. 
As  the  result  of  debt  piled  up  in  a 
disastrous  1986  leveraged  buyout,  it 
dived  into  Chapter  1 1  two  years  ago, 
just  months  after  Browning  came  over 
from  the  old  Continental  Can  to 
become  National  Gypsum's  chief 
executive. 

Debt  is  not  the  only  problem. 
The  wallboard  business  is  in  its 
worst  slump  since  the  Depres- 
sion. There's  no  way  the  compa- 
ny can  make  whole  the  owners  of 
$1  billion  in  bonds  from  its 
grossly  overvalued  $2  billion 
buyout.  An  adviser  on  that  deal: 
Goldman,  Sachs  &  Co. 

Browning  is  coping  with  the 
slump.  Against  fierce  competi- 
tion, National's  Gold  Bond 
drywall  division  has  kept  its  25% 
market  share  with  one -fourth 
fewer  people.  Volume  this  year  is 
up  5%,  and  prices  have  crept  up 
to  $92  per  thousand  square  feet 
from  a  low  of  $84  last  March. 
Browning  has  drummed  effi- 
ciency, quality  and  service  into 
National's  employees.  Morale 
and  labor  relations,  which  had 
been  terrible,  seem  to  be 
improving. 

Fixing  the  busted  capital 
structure  is  proving  a  tougher 
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problem  for  Browning  than  fixing  the 
business.  In  the  bankruptcy  court, 
creditors  are  squabbling  to  increase 
their  respective  shares  of  the  spoils. 
Holding  $300  million  face  value 
worth  of  bonds,  senior  debtholders, 
including  Goldman,  Sachs  through 
its  Water  Street  Corporate  Recovery 
Fund,  have  a  strong  hand.  They  back 
Browning's  recapitalization,  which 
would  give  the  senior  creditors  $85 
million  of  new  debt  and  68%  of  Na- 
tional's equity,  a  payoff  valued  at  86 
cents  on  the  dollar. 

But  the  holders  of  more  than  $700 


National  Gypsum  Chairman  Peter  Browning 
Is  he  working  himself  out  of  a  job? 


million  in  subordinated  debt  are 
screaming  foul.  The  Goldman, 
Sachs/Browning  proposal  would 
give  them  no  new  bonds  and  only  a 
paltry  20%  of  the  equity — 27  cents  on 
the  dollar  of  face  value.  The  holders  of 
the  most  junior  debt,  $538  million  of 
15.5%  junk  bonds,  would  get  nothing 
but  warrants  with  little  or  no  value. 

The  argument  is  over  how  much 
the  company  is  worth.  Browning  and 
his  supporters  say  $350  million.  The 
main  creditors'  committee  insists  Na- 
tional may  be  worth  more  than  $600 
million.  Even  at  the  committee's  con- 
servative value  of  $450  million,  the 
lower-ranked  bondholders  would  get 
42%  of  the  equity,  for  56  cents  on  the 
dollar.  A  hearing  on  the  rival  values  is 
expected  in  early  December. 

Goldman's  opposition  to  these 
higher  values  looks  like  excess  greed 
to  other  bondholders.  "We  believe 
the  values  are  even  higher  than  $630 
million,"  says  Ralph  Hellmold,  presi- 
dent of  bondholder  Hellmold  Asso- 
ciates. Hellmold  is  also  battling  Gold- 
man in  a  similar  dispute  at  USG  Corp., 
the  number  one  wallboard  maker, 
which  is  now  arranging  a  quickie 
Chapter  11  fix  to  shed  more  than  $1 
billion  of  debt  (see  story,  p. 114). 

But  from  Peter  Browning's 
ITj!  viewpoint,  the  problem  is  Wil- 
bur Ross  of  Rothschild  Inc.,  ad- 
viser to  National's  unsecured 
creditors.  By  battling  to  sweeten 
the  deal  for  junior  bondhold- 
ers— many  of  whom  bought  the 
bonds  on  the  cheap — Ross,  says 
Browning,  risks  loading  Nation- 
al with  too  much  debt  again. 

Ross  hints  that  Goldman  and 
Browning  want  to  put  a  low 
price  on  the  company  so  that 
they  can  sell  it  to  France's  ce- 
ment giant,  Lafarge  Coppee 
S.A.,  a  participant  in  the  original 
leveraged  buyout.  Lafarge  dis- 
avows any  intent  to  control,  but 
might  find  a  combined  purchase 
of  National  and  usg  a  tempting  i 
package. 

Which  leaves  Browning  in  t  he 
anomalous  position  of  seeming  to 
trash  his  own  company.  "Yes, 
because  of  our  valuation,  some 
people  do  better  than  others," 
says  Browning  sadly.  "But  we've 
tried  to  do  what's  right  for  this 
business. "  H 
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Fairfax  County  offers 
asy  access  to  the  Capital 


If  you're  going  to  compete  in  the 
1st  century,  you're  going  to  compete 
lobally.  Which  means  you'll  need 
nstant  access  to  global  markets. 
iVhich  means  you'll  need  to  locate  in 
wfax  County. 

Fairfax  County  is  within  minutes 
jf  Washington,  D.C.  And  within 
lours  of  every  major  city  in  the  world. 

Washington  Dulles  International 
Virport  and  Washington  National 
Urport  offer  more  than  200  flights 


each  week  to  27  international  desti- 
nations. Including  nonstops  to 
Tokyo,  London,  Paris,  Rome,  Brussels, 
Zurich  and  Moscow.  Plus  nonstop 
and  direct  service  to  105  domestic 
destinations. 

Allofwhichputs80°/oofthe 
world's  population  within  a  day's  ride 
of  your  Fairfax  County  office. 
You  couldn't  be  in  a  more  competi- 
tive position. 

And  the  time  to  get  going  is  now. 


For  more  information,  send  in  the 
coupon.  To  move  into  the  21st 
century,  move  into  Fairfax  County. 

Please  send  me  more  information  on  locating  my 
business  in  Fairfax  County. 

Name 


Title 

Company- 
Address  

City 

Zip 


State 


Phone 


Fairfax  County  Economic  Development  Authority 

8300  hoone  Boulevard,  Suite  450.  I  tenna,  I  irginia  22182  l 

Telephone  70)790-0600,  Fax  70)893-1269  n 


'airfax  County,  Wgmia.The  21st  Century  Is  Here. 
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Selling  wallboard  during  a  building  slump  is  problem 
enough,  but  National  Gypsum's  Peter  Browning  has  to 
cope  with  squabbling  bondholders  as  well. 

Mountain 
climbing  is  easy 


By  James  R.  Norman 

Peter  Browning,  51,  loves  tough 
challenges.  For  fun  he  climbs  Mexi- 
can volcanoes  and  scuba  dives.  For 
work,  he  saves  tired,  old  manufactur- 
ing firms  mired  in  bankruptcy  and 
union  problems. 

Right  now  Browning  has  his  hands 
full.  For  the  past  couple  of  years  he's 
been  running  National  Gypsum  Co., 
the  nation's  number  two  wallboard 
maker,  with  $1.1  billion  in  annual  sales. 
As  the  result  of  debt  piled  up  in  a 
disastrous  1986  leveraged  buyout,  it 
dived  into  Chapter  1 1  two  years  ago, 
just  months  after  Browning  came  over 
from  the  old  Continental  Can  to 
become  National  Gypsum's  chief 
executive. 

Debt  is  not  the  only  problem. 
The  wallboard  business  is  in  its 
worst  slump  since  the  Depres- 
sion. There's  no  way  the  compa- 
ny can  make  whole  the  owners  of 
$1  billion  in  bonds  from  its 
grossly  overvalued  $2  billion 
buyout.  An  adviser  on  that  deal: 
Goldman,  Sachs  &  Co. 

Browning  is  coping  with  the 
slump.  Against  fierce  competi- 
tion, National's  Gold  Bond 
drywall  division  has  kept  its  25% 
market  share  with  one-fourth 
fewer  people .  Volume  this  year  is 
up  5%,  and  prices  have  crept  up 
to  $92  per  thousand  square  feet 
from  a  low  of  $84  last  March. 
Browning  has  drummed  effi- 
ciency, quality  and  service  into 
National's  employees.  Morale 
and  labor  relations,  which  had 
been  terrible,  seem  to  be 
improving. 

Fixing  the  busted  capital 
structure  is  proving  a  tougher 
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problem  for  Browning  than  fixing  the 
business.  In  the  bankruptcy  court, 
creditors  are  squabbling  to  increase 
their  respective  shares  of  the  spoils. 
Holding  $300  million  face  value 
worth  of  bonds,  senior  debtholders, 
including  Goldman,  Sachs  through 
its  Water  Street  Corporate  Recovery 
Fund,  have  a  strong  hand.  They  back 
Browning's  recapitalization,  which 
would  give  the  senior  creditors  $85 
million  of  new  debt  and  68%  of  Na- 
tional's equity,  a  payoff  valued  at  86 
cents  on  the  dollar. 

But  the  holders  of  more  than  $700 


National  Gypsum  Chairman  Peter  Browning 
Is  he  working  himself  out  of  a  job? 


million  in  subordinated  debt  are 
screaming  foul.  The  Goldman, 
Sachs/Browning  proposal  would 
give  them  no  new  bonds  and  only  a 
paltry  20%  of  the  equity — 27  cents  on 
the  dollar  of  face  value.  The  holders  of 
the  most  junior  debt,  $538  million  of 
15.5%  junk  bonds,  would  get  nothing 
but  warrants  with  little  or  no  value. 

The  argument  is  over  how  much 
the  company  is  worth.  Browning  and 
his  supporters  say  $350  million.  The 
main  creditors'  committee  insists  Na- 
tional may  be  worth  more  than  $600 
million.  Even  at  the  committee's  con- 
servative value  of  $450  million,  the 
lower- ranked  bondholders  would  get 
42%  of  the  equity,  for  56  cents  on  the 
dollar.  A  hearing  on  the  rival  values  is 
expected  in  early  December. 

Goldman's  opposition  to  these 
higher  values  looks  like  excess  greed 
to  other  bondholders.  "We  believe 
the  values  are  even  higher  than  $630 
million,"  says  Ralph  Hellmold,  presi- 
dent of  bondholder  Hellmold  Asso- 
ciates. Hellmold  is  also  batding  Gold- 
man in  a  similar  dispute  at  USG  Corp., 
the  number  one  wallboard  maker, 
which  is  now  arranging  a  quickie 
Chapter  11  fix  to  shed  more  than  $1 
billion  of  debt  (see  story,  p.  114). 

But  from  Peter  Browning's 
viewpoint,  the  problem  is  Wil- 
bur Ross  of  Rothschild  Inc.,  ad- 
viser to  National's  unsecured 
creditors.  By  battling  to  sweeten 
the  deal  for  junior  bondhold- 
ers— many  of  whom  bought  the 
bonds  on  the  cheap — Ross,  says 
Browning,  risks  loading  Nation- 
al with  too  much  debt  again. 

Ross  hints  that  Goldman  and 
Browning  want  to  put  a  low 
price  on  the  company  so  that 
they  can  sell  it  to  France's  ce- 
ment giant,  Lafarge  Coppce 
S.A.,  a  participant  in  the  original 
leveraged  buyout.  Lafarge  dis- 
avows any  intent  to  control,  but 
might  find  a  combined  purchase 
of  National  and  use  a  tempting 
package. 

Which  leaves  Browning  in  tin- 
anomalous  position  of  seeming  to 
trash  his  own  company.  "Yes, 
because  of  our  valuation,  some 
people  do  better  than  others,*! 
says  Browning  sadly.  "But  we've 
tried  to  do  what's  right  for  this 
business."  ■ 
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Fairfax  County  offers 
ieasy  access  to  the  Capital 
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If  you're  going  to  compete  in  the 
21st  century,  you're  going  to  compete 
globally.  Which  means  you'll  need 
instant  access  to  global  markets. 
Which  means  you'll  need  to  locate  in 
Fairfax  County. 

Fairfax  County  is  within  minutes 
of  Washington,  D.C.  And  within 
hours  of  every  major  city  in  the  world. 

Washington  Dulles  International 
Virport  and  Washington  National 
Airport  offer  more  than  200  flights 


each  week  to  27  international  desti- 
nations. Including  nonstops  to 
Tokyo,  London,  Paris,  Rome,  Brussels, 
Zurich  and  Moscow  Plus  nonstop 
and  direct  service  to  105  domestic 
destinations. 

Allofwhichputs80°/oofthe 
world's  population  within  a  day's  ride 
of  your  Fairfax  County  office. 
You  couldn't  be  in  a  more  competi- 
tive position. 

And  the  time  to  get  going  is  now. 


For  more  information,  send  in  the 
coupon.  To  move  into  the  21st 
century,  move  into  Fairfax  County. 

Please  send  me  more  information  on  locating  my 
business  in  Fairfax  County. 

Name 


Title 


Company 

Address 

City 

Zip 


State 


Phone 


Fairfax  County  Economic  Detvlo/mwnl  Authority 

8300  liooiie  Boulevard,  Suite  450,  Vienna,  I  irginia  22182  ' 

Telephone  7(»-790-0600,  Far  7()}-H9)-1269  i118 


Fairfax  County,  Wginia.The  21st  Century  Is  Here. 


Baxter  International  is  spinning  off  a  large  chunk 
of  its  business.  But  Vern  Loucks  is  keeping 
one  of  Baxter's  best  assets  for  himself. 


Keeper 


By  Christopher  Palmeri 


Baxter  International  Chairman  Vernon  Loucks 

He's  hanging  on  to  a  Baxter  gem,  its  hugely  profitable  dialysis  division. 


On  Nov.  30  Baxter  International  will 
beget  Caremark  International.  The 
new  company,  with  pro  forma  1991 
sales  of  $1 .2  billion,  will  hold  most  of 
the  assets  now  reported  in  Baxter's 
"alternate  site"  segment.  These  are 
growth  businesses  like  home  infusion 
therapy  and  mail-order  drugs  that 
compete  for  patients  with  traditional 
care  providers. 

The  spinoff  of  Caremark  Interna- 
tional to  Baxter  shareholders  accom- 
plishes much  for  Baxter  Chairman 
Vernon  Loucks.  It  will  end  most  of 
the  grief  he  has  been  getting  from  his 
main  customers — hospitals — who  did 
not  care  for  his  competing  with  them. 
It  may  give  shareholders  higher  re- 
turns. And  it  will  give  Loucks'  ambi- 
tious protege,  C.A.  (Lance)  Piccolo,  a 
chance  to  run  his  own  show:  Piccolo  is 
being  spun  off,  too,  as  Caremark's 
new  chairman. 

But  one  business  that  Loucks  will 
keep  at  Baxter  is  its  renal  division, 
which  gives  kidney  patients  dialysis 
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outside  traditional  dialysis  centers.  "If 
Vern  had  asked  me  to  take  it  [the  renal 
division],  I  would  have  done  flips  in 
the  air,"  says  Piccolo. 

As  well  he  might.  Forbes  estimates 
that  the  division  last  year  had  sales  of 
$830  million  and  operating  profits  of 
$230  million,  for  an  operating  margin 
of  28%.  After  the  Caremark  spinoff, 
the  renal  division  will  probably  pro- 
vide more  than  12%  of  Baxter's  sales 
and  perhaps  as  much  as  25%  of  the 
company's  operating  profits. 

About  470,000  people  worldwide 
suffer  from  kidney  failure.  For  most, 
relief  comes  from  a  dialysis  machine  at 
a  hospital  or  clinic.  A  needle  is  stuck  in 
the  patient's  arm,  and  the  machine — 
like  a  kidney — filters  toxins  and  excess 
water  out  of  their  blood.  It  usually 
takes  four  hours,  three  times  a  week. 

Baxter  was  the  first  company  to 
market  a  dialysis  machine.  In  1956  it 
took  a  chance  on  a  Dutch  doctor  who 
fashioned  a  prototype  out  of  orange 
juice  cans  and  washing  machine  parts. 


Later,  in  1978,  Baxter  introduced 
continuous  ambulatory  peritoneal  di- 
alysis, which  in  essence  unties  man 
from  dialysis  machine.  A  permanent 
catheter  is  inserted  in  the  patient's 
side.  Four  times  a  day,  he  empties  a 
bag  of  solution  into  his  peritoneal 
cavity,  which  surrounds  the  organs  in 
the  abdomen.  He  can  then  roll  the 
bag  up  and  walk  around,  as  his  blood 
is  filtered  by  osmosis  through  his  peri- 
toneal membrane.  Five  hours  later, 
the  patient  drains  out  the  fluid  and 
repeats  the  process  with  a  new  bag. 

In  ambulatory  dialysis,  Baxter  has 
an  extraordinary  75%  worldwide  mar- 
ket share.  Its  competitors  include 
Sweden's  Gambro  Group  A.B.,  Ger- 
many's Fresenius  AG  and  Japan's 
Asahi  Medical.  Baxter's  network  of 
nurses  and  delivery  people  provides  a 
significant  barrier  to  entry. 

And  there's  still  room  to  grow.  In 
France,  Germany  and  Japan,  fewer 
than  10%  of  patients  use  the  ambula- 
tory method.  In  the  U.S.,  with  a 
strong  infrastructure  of  dialysis  cen- 
ters, market  penetration  is  only  17%. 

Baxter  is  strengthening  its  global 
lead.  Next  year  it  will  market  a  new 
dialysis  solution  with  additional  ami- 
no acids  for  the  many  dialysis  patients 
who  suffer  from  malnutrition.  Other 
solutions,  for  patients  with  diabetes 
or  hypertension,  the  leading  causes  of 
kidney  failure,  are  in  the  works. 

Most  patients  would  prefer  eventu- 
ally to  undergo  a  kidney  transplant. 
But  safer  cars  have  kept  accident 
deaths  down,  limiting  the  supply  of 
transplantable  kidneys.  Baxter  does 
have  a  bet  on  transplants,  however. 
Last  year  it  signed  an  agreement  with 
Cantab  Pharmaceuticals  Research 
Ltd.,  in  Cambridge,  England,  to  de- 
velop a  new  drug  (called  Anti-CD45) 
to  reduce  the  rejection  rate  of  trans- 
planted kidneys.  In  its  first  trial  it 
reduced  the  rejection  rate  from  nearly 
two-thirds  of  patients  to  18%. 

Although  the  drug  isn't  expected 
to  be  approved  in  Europe  until  per- 
haps 1995,  its  potential  is  tremen- 
dous. In  theory,  the  same  drug  could 
also  be  applied  to  heart  and  liver 
transplants,  suggesting  a  $1  billion- 
plus  market. 

Small  wonder  that  Vern  Loucks 
didn't  want  to  give  the  renal  business 
to  Lance  Piccolo's  new  Caremark 
spinoff.  ■ 
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Glacier  W  H  I  T  E  .  The  Dress  Shirt. 


Germany's  Deutsche  Aerospace  has  high  ambitions 
in  the  aircraft  business  but  knows  that  there's 
no  Big  Daddy  to  help  pay  the  bills. 

Good-bye 
to  cost-plus 


By  Howard  Banks 

Juergen  E.  Schrempp  pushed  a  key 
piece  into  place  in  mid- October  in  his 
strategy  to  restore  Germany's  aero- 
space industry  to  a  semblance  of  its 
onetime  glory.  As  chairman  of  Deut- 
sche Aerospace  AG,  he  made  a  deal 
with  the  Dutch  government  that  will 
allow  Deutsche  Aerospace  to  acquire 
51%  of  Fokker,  Holland's  national- 


ized aircraft  builder. 

Even  without  Fokker's  revenues  of 
$1.05  billion,  Deutsche  Aerospace 
(dasa)  is  already  a  big  company,  with 
revenues  last  year  of  $8.3  billion. 
Deutsche  Aerospace  also  has  a  very 
rich  parent.  It  is  a  corporate  unit  of 
mighty  Daimler-Benz  AG.  With  the 
$500  million  acquisition  of  Fokker, 


Juergen  Schrempp  (left)  with  Edzard  Reuter  (center  right),  chairman  of  Daimler-Benz 
These  Fokkers  look  wonderful,  but  will  they  make  us  money? 


dasa  will  be  in  a  position  to  proceed 
with  what's  being  called  "minibus" — 
a  European  consortium  to  make  small 
airliners. 

Is  Juergen  Schrempp  trying  to 
build  a  smaller  version  of  the  Airbus 
Industrie  consortium?  No.  Airbus 
was  heavily  subdsidized  at  the  start, 
mostly  by  the  French  and  German 
governments  (and  still  is  to  an  extent) 
in  order  to  keep  Europe  in  the  airliner 
business.  But  Schrempp,  who  also  sits 
on  Daimler-Benz's  board,  knows  that 
dasa's  parent  has  no  intention  of  | 
running  the  aerospace  operation  just 
for  prestige.  "We  have  to  be  profit- 
able," says  the  48-year-old 
Schrempp. 

The  negotiations  over  Fokker  were 
more  political  than  commercial,  and 
took  months.  Dutch  labor  unions  and 
politicians  dragged  their  heels,  fear- 
ing loss  of  jobs.  In  the  end,  dasa  had 
to  accept  conditions:  It  will  operate 
Fokker  as  an  independent  company 
for  the  first  three  years. 

Schrempp  is  open  about  why  dasa 
needs  Fokker.  "The  Dutch  have  the 
knowhow  in  developing  [small  trans- 
port] aircraft;  we  would  have  to  devel- 
op that  from  scratch,"  he  says.  Fokker 
brings  not  only  manufacturing  and 
design  knowhow  but  also  many  years' 
experience  in  the  all-important  U.S. 
market  in  sales  and  product  support. 
Fokker's  latest  twin-engine,  100-seat 
Fokker  100  jet  feeder  airliner  is  oper- 
ated by  American  Airlines,  USAir  and 
Swissair,  among  others. 

The  injection  of  German  money 
will  allow  Fokker  to  complete  devel- 
opment of  a  smaller,  70-seat  version 
of  the  100.  Later  the  DASA-led  mini- 
bus group  will  begin  developing  an 
all-new  120-seat  regional  jet  airliner 
(cost:  maybe  $2  billion  in  all).  By  that 
time  Alenia  Aeronautics  of  Italy,  and 
possibly  Aerospatiale  of  France,  may 
have  joined  the  minibus  consortium. 
Eventually,  dasa  will  offer  a  whole 
family  of  smaller  airliners,  with  30  to 
120  scats. 

The  new  120-seater  will  compete 
primarily  against  the  smallest  version  I 
of  Boeing's  737,  as  well  as  regional 
jets  from  Canadair  and  the  proposed 
combination  of  British  Aerospace  and 
Taiwan  Aerospace. 

Deutsche  Aerospace  was  created  in 
1988  by  merging  all  of  Germany's 
aerospace  companies  under  one  roof  • 
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Disasters  have  always  been  a  fact  of  the  insurance  business,  hat 
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Shipwreck,  Caribbean  1798 


have  been 


dealing  with  that  fact  by  relying  on  the  CIGNA  Property  8c  Casu 


Fire,  Chicago  1871 


claims  and  keep  their  promises,  through  some 


of  the  world's  worst  di 


Quake  and  Fire,  San  Francisco  1906 


the  burst  pipe,  the  damaged  roof.  We've  handled  more  of  those  than  we 


Tornado,  Nebraska  1947 


with  the  same  integrity  that  we've  brought  to 
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Volcano,  Washington  1980 


the  ones  that  make  the  head! 


will  strike, 


or  how  big  or  small  it  will  be.  There's  one  thing  that  we 


Hurricane  Hugo,  1989 


disaster  after  another. 


y're  a  fact  of  life.  For  the  past  200  years, 


thousands  of  businesses 


Dock  Fire,  New  York  1835 


^  whose  financial  resources  and  expertise  have  allowed  them  to  pay  their 


Flood,  Johnstown  1889 


m  the  smallest  disasters  seem  big  to  the 


companies  they  affect  The  fire, 


Hurricane,  New  England  1938 


could  ever  illustrate  in  a  thousand  advertisements.  And  always 
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unfortunately,  will  always 


Earthquake,  Los  Angeles  1971 


be  with  us.  We  don't  know  where  the  next  one 


Tornado,  Iowa  1987 


do  know  though.  We'll  be  there.    We  get  paid  for  results. 
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Deutsche  Aerospace 


Juergen 

Schrempp, 

chairman  of 

Deutsche 

Aerospace 

His  emphasis  on 

profits  makes  him 

sound  American. 


and  under  Daimler-Benz's  tough, 
cost-conscious  control.  The  company 
still  gets  about  45%  of  its  business 
from  the  military,  but  this  is  already 
changing.  Now  that  the  Soviet  threat 
has  disappeared,  the  German  govern- 
ment has  dropped  out  of  the  Europe- 
an Fighter  Aircraft  program.  This  will 
cost  dasa  7,500  jobs  in  all  by  the  end 
of  1994. 

Schrempp  is  not  dismayed  by  the 
prospect  of  losing  a  part  of  his  defense 
business.  "It  [the  defense  business]  is 
riddled  with  a  cost-plus  mentality, 
and  it  will  be  cut  to  25%  of  company 
business  over  five  years."  He  has  no 
illusions  about  that  current  fad,  con- 
verting military  operations  to  civil 
use.  "It's  crazy  stuff,"  he  says.  "Not 
one  project  passed  my  approval  pro- 
cess. The  people  bringing  them  had 
all  thought  them  through  with  their 
stomachs,  not  their  brains." 

Hence  the  Fokker  deal,  hence  the 
need  to  bolster  dasa's  civil  business  if 
Germany  is  to  regain  part  of  its  former 
glory  as  an  aerospace  power. 

dasa  is  the  German  partner  in  Eu- 
rope's commercial  aircraft  consor- 
tium, Airbus  Industrie.  But,  in  com- 
mon with  the  other  Airbus  partners  in 
France  and  Britain,  it  has  separated  its 
Airbus  work  into  a  distinct  division. 
The  betting  in  the  aerospace  industry 
is  that  at  some  point  the  partners' 
assets  will  be  transferred  to  Airbus 
Industrie  in  return  for  equity  in  a  new, 
independent,  pan-European  compa- 
ny. In  these  circumstances,  Airbus 
should  be  able  to  stand  on  its  own.  It 
expects  to  make  an  operating  profit 
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this  year,  and  made  one  in  1991 .  And 
this  year  it  will  repay  $1  billion  of 
government  funding  to  launch  its  air- 
liners, having  repaid  $800  million 
in  1991. 

With  the  U.S.  successfully  chal- 
lenging Europe's  subsidies  to  its  air- 
craft makers,  Schrempp  recognizes 
the  importance  of  making  his  compa- 
ny profitable.  "It's  been  a  crazy  busi- 
ness," he  says.  "Historically,  there's 
not  one  civil  aircraft  on  either  side  of 
the  Atlantic  that  hasn't  had  some  sort 
of  government  money,  whether  it's  a 
direct  or  indirect  subsidy." 

To  make  sure  his  employees  and 
staff  understand  that  the  days  of  subsi- 
dy are  past,  Schrempp  carries  the  mes- 
sage to  his  plants  whenever  he  can.  He 
admits  he  has  been  facing  a  tough 
educational  task.  "The  engineers  and 
designers  all  come  in  to  meet  me  in 
the  boardroom  with  shiny  eyes,  full  of 
enthusiasm,"  he  says.  "  'Come  down 
to  the  factory  floor,  come  sec  our  new 
mock-up,  come  sit  in  our  simulator 
and  see  how  wonderful  it  all  is,'  they 
say.  I  have  to  say:  'Tell  me  where  the 
money  is.'  It's  rarely  there." 

Certainly,  the  parent,  Daimler- 
Benz,  has  no  intention  of  subsidizing 
aircraft  projects  for  the  sheer  prestige. 
Which  is  why  Schrempp  says:  "I  have- 
to  keep  my  emotional  distance.  I  like 
this  business,  but  if  you  get  too  close, 
too  involved,  you  get  like  a  small  boy 
with  your  toys.  That  is  why  I  keep 
emphasizing  profit,  the  need  to  make- 
money." 

His  message  is  clear:  There  can  be- 
no  glory  without  profits.  wu 
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Building  inexpensive  computers  isn't  exactly 
earth-shattering  news.  Building  inexpensive 
computers  that  still  deliver  IBM  quality  is.  Yet,  that's 
preciselv  what  PSAaluePoint™  does. 

Introducing 

PS/ValuePoint 


Model  325T 

386  SLC™  25  MHz  System 

2MB  RAM,  80MB  HD 

5  AT  Slots/5  Bays 

IBM  Enhanced  Keyboard/ 

Mouse/SVGA 
DOS  5.0  Pre-installed 
PS/2®  8511  Color  Display-VGA 

$1,299* 
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PSAaluePoint  is  a  whole  familv  of  computers 
that  lets  vou  spend  less,  without  settling  for  less.  Lets 
you  economize,  without  compromise. 

Each  PSAaluePoint  is  engineered  to  the  IBM 
standards  that  have  denned  the  personal  com- 
puter industry.  And  rigorously  tested  to  meet  IBM  s 
stringent  demands  for  quality  and  reliability. 

The  PSAaluePoint  familv  is  fully  networkable, 
and  Novell^- certified  for  use  with  Ethernet  or 
Token-Ring  LANs.  So  the  PSAaluePoint  not  only 
keeps  your  costs  down,  it  protects  the  investments 
vou've  already  made. 

IBM  also  provides  expandability  for 
base  products  by  offering  new  IBM  hard 
drives,  diskette  drives  and  memory 
upgrades. 

*IBM  prices  dealer  prices  may  vary  "Next-business- day  response  when  serviced  by  IBM 
or  IBM  Authorized  Personal  Systems  Servicers  Available  Monday-Friday,  8am  to  5  p  m 
in  your  time  zone.  Warranty  and  30-day  guarantee  information  available  from  IBM  or  IBM 
authorized  dealers  "In  Canada,  call  1  800  465-7999  IBM,  OS/2  and  PS/2  are  registered 
trademarks  and  PS  ValuePcwnt,  SLC,  HelpWare  and  HelpCenter  are  trademarks  of 
International  Business  Machines  Corporation.  Novell  is  a  registered  trademark  of  the  Novell 
Corporation  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation.  ©  1992  IBM  Corp 
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And  every  PS/ValuePoint  includes  one  other 
very  important  point — Helpware^  IBM's  unparalleled 
service  and  support  that  offers  one -year,  on-site,  next- 
business-day  service**  Around-the-clock  assistance 
by  telephone,  bulletin  board  or  automated  fax.  A 
30 -day  money- back  guarantee.**  Licensed  Educa- 
tion Centers.  And  a  generous  trade-in  program.  Plus, 
IBM  Credit  Corporation  has  flexible  leasing  and 
financing  packages  to  meet  your  needs. 

That's  a  support  package  you  might  not  expect 
even  on  the  most  expensive  computers.  On  the 
PS/ValuePoint  it's  nothing  short  of  phenomenal.  As 
you  can  see,  we've  stripped  down  the  price — but 
not  the  product. 
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Power.  Quality.  Service.  Support.  The 
PS/ValuePoint  is  everything  you  could  ask  for  in  a 
computer  at  much  less  than  you'd  expect  us  to  ask. 

For  more  information  or  an  IBM  authorized 
dealer  near  you,  call  our  Personal  Systems 
HelpCenter-at  1  800  772-2227.++  " 
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AsTrofim  Lysenko  was  ruining  Soviet  agriculture,  Henry  Wallace,  a  left- 
leaning  American,  was  building  Pioneer  Hi-Bred  International— still  a 
great  way  to  play  genetic  breakthroughs  in  farming. 

High  tech 

in  the  cornfields 


By  Howard  Rudnitsky 

Readers  with  memories  of  election 
years  past  will  recall  the  name  Henry 
Agard  Wallace.  Secretary  of  Agricul- 
ture and  then  Vice  President  from 
1941  to  1945  under  Franklin  D.  Roo- 
sevelt, Wallace  ran  for  the  presidency 
in  1948  on  the  Progressive  Party  tick- 
et. He  received  a  skimpy  2%  of  the 
popular  vote. 

But  in  business  and  technology,  if 


not  left-of-center  politics,  Wallace's 
legacy  still  resonates.  In  1926,  about 
the  time  Trofim  Lysenko  was  con- 
vincing Stalin  that  his  wacky  "envi- 
ronmental" genetic  theories  would 
increase  Soviet  crop  yields,  Wallace 
started  Pioneer  Hi-Bred  Internation- 
al to  exploit  the  budding  science- of 
hybrid  corn-seed  breeding,  a  technol- 
ogy then  attracting  farming  entrepre- 


neurs. Essentially,  this  involves  ferti- 
lizing one  inbred  strain  of  corn  with 
pollen  from  another  to  produce  off- 
spring with  desirable  traits.  The  pro- 
cess produces  hybrid  seeds  that  are  far 
hardier  and  more  productive  than 
varietal  seeds. 

As  a  scientific  capitalist,  Wallace 
was  a  phenomenal  success.  Pioneer's 
disease-  and  drought-resistant  corn 


Chairman  Thomas  Urban  of  Pioneer  Hi-Bred  International  examining  corn  in  Iowa 

"Over  the  next  20  years  genetics  will  contribute  more  to  farm  productivity  than  it  has  in  the  past  20  years." 
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Pioneer  Hi-Bred 


seeds,  along  with  fertilizers,  helped 
double  average  U.S.  corn  yields  dur- 
ing the  past  six  decades,  to  120  bush- 
els per  acre.  Had  Stalin  bought  Pio- 
neer's seeds  instead  of  Lysenko's  the- 
ories, who  knows  what  might  have 
happened  to  communism? 

In  its  fiscal  year  ended  Aug.  31, 
Pioneer  earned  $152  million  on  reve- 
nues of  $1.3  billion  from  selling  corn 
and  other  seeds.  The  Des  Moines- 
based  company  has  nearly  40%  of  the 
North  American  corn-seed  market. 
Its  next-largest  competitor  and  one  of 
the  early  players,  DeKalb  Genetics, 
has  only  about  9%  of  the  market;  this 
is  down  from  23%  in  the  1970s,  when 
DeKalb's  share  was  roughly  equal  to 
Pioneer's. 

Henry  Wallace  died  in  1965.  In 
1973  his  heirs  and  business  associates 
took  Pioneer  public.  Their  30%  stake 
is  currently  worth  $700  million. 

At  the  moment,  however,  there's  a 
small  cloud  on  Pioneer's  immediate 
horizon.  This  year's  U.S.  corn  harvest 
is  likely  to  produce  a  record  crop  of  8 .9 
billion  bushels,  up  20%  over  last  year. 
As  a  result,  the  U.S.  Department  of 
Agriculture  announced  at  the  end  of 
September  that  it  wants  to  take  a  hefty 


10%  of  cornfield  planting  acreage  out 
of  production  next  year — a  so-called 
set-aside  meant  to  support  prices. 
Farmers  planting  less  acreage  next 
spring  will  buy  less  Pioneer  corn  seed. 

Spooked  by  the  usda's  announce- 
ment, Wall  Street  knocked  estimates 
for  Pioneer's  fiscal  1993  earnings 
from  $1 .80  a  share  down  to  $1 .70  to 
$1.75,  on  a  par  with  last  year's  net, 
and  drove  Pioneer's  stock  down  9%, 
to  24V2,  in  one  day.  Recent  price:  26. 

Pioneer's  58-year-old  chief  execu- 
tive, Thomas  Urban,  is  taking  Wall 
Street's  reaction  in  stride.  "We've 
been  in  business  for  66  years,"  says 
Urban,  whose  father  was  Henry  Wal- 
lace's sales  manager  for  decades. 
"Sure,  we  look  at  the  weather  and  we 
worry  about  things  like  the  [usda's] 


LEFT:  Egyptian 
farmer  at  harvest  time 
with  white  corn 
RIGHT:  Trucks 
lined  up  at  a  corn 
processing  plant 
Long  a  net  food 
importer,  Egypt 
could  shortly  be- 
gin exporting 
corn  to  other 
countries. 


There's  a  meeting  in  New  York  at  10  and  San  Diego  at  10:30,  plus  they  need  you  in  Atlanta  at  11,  L.A.  at  11:15  so  maybe  youa . 
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acreage  set-aside.  But  we  can't  do 
anything  about  them.  You  just  man- 
age your  way  through." 

Urban  was  named  chairman  in 
1984  and  has  been  through  rockier 
times  before.  In  the  mid-  and  late 
1980s  crops  were  abundant,  prices 
were  soft,  and  Pioneer's  yield  advan- 
tage— the  amount  of  extra  corn  a 
farmer  can  expect  if  he  buys  Pioneer's 
premium-price  seeds — had  dropped 
to  just  2.6  bushels  an  acre.  (In  part, 
Urban  says,  this  happened  because  a 
competitor  was  selling  seeds  based  on 
Pioneer's  genetic  research.  -  Pioneer 
won  a  court  judgment,  now  on  appeal, 
against  that  competitor.)  After  collaps- 
ing in  1987,  sales  and  earnings  re- 
mained depressed  the  next  year. 

To  reestablish  Pioneer's  seeds  as 
the  most  productive,  Urban  told  his 
research  staffers  to  intensify  their  ef- 
forts to  develop  the  world's  best 
seeds.  He  boosted  Pioneer's  spending 
on  research  from  5%  of  sales  in  1986 
to  over  7%  today — that's  $92  million 
a  year.  Results:  This  year  Pioneer's 
yield  advantage  is  expected  to  be  near- 
ly 8  bushels  an  acre.  At  the  current 
price  of  corn,  a  farmer  will  receive  in 
extra  yield  $3  for  every  $1  he  spends 


|r  call  1-800-446-8820  and  find  out  about  Hitachi's  VideoConferencing  System  before  you're  pulled  in  yet  another  direction. 


Each  unit,  less  than  $15,000.  Includes  VideoConferencing  System,  camera,  built-in 
international  standards,  fax/PC  interface.  Network  connections  and  other  extras,  are  extra. 
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Pioneer  Hi -Bred 


A  Pioneer  corn-weigh  wagon  in  an  Iowa  cornfield 

At  the  current  price  of  corn  a  farmer  will  receive  in  extra  yield  $3  for  every  $1  he  spends  on  Pioneer's  seeds. 


on  Pioneer's  seeds. 

Impressive  breakthroughs  may  lie 
ahead,  too.  Pioneer's  biotechnolo- 
gists  have  begun  to  insert  genes  into 
plant  cells  in  order  to  make  plants 
resistant  to  diseases  and  pests,  as  well 
as  give  plants  special  traits — such  as 
modified  proteins,  oils  or  starches. 
Note  that  these  advances  are  still  at 
the  test-tube  stage;  the  first  commer- 
cial products  are  expected  late  in  the 
decade.  To  protect  its  investment, 
Urban  says  Pioneer  is  actively  shield- 
ing its  scientific  discoveries  under  the 
U.S.  patent  laws. 

Success  in  the  laboratories  has  been 
supported  by  a  reorganization  in 
Pioneer's  sales  and  marketing  divi- 
sions. Rather  than  simply  calling  on 
every  farmer  in  a  given  sales  area,  as  in 
the  past,  Pioneer's  4,500  commis- 
sioned salesmen,  themselves  mostly 
farmers,  now  concentrate  extra  ser- 
vices on  those  farmers  most  likely  to 
buy  large  quantities  of  Pioneer  seed. 
These  are  mainly  sophisticated,  large- 
scale  farmers  who  plant  1 ,000  acres  or 
more  and  buy  seeds  based  on  the  cash 
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flows  the  seeds  are  likely  to  produce. 

Pioneer's  agronomists  and  special- 
ists are  now  called  in  to  provide  these 
preferred  customers  with  detailed  in- 
formation on  new  kinds  of  seed.  And 
the  salesmen  will  bring  in  agrono- 
mists to  help  individual  customers 
with  their  crop  problems.  Urban  calls 
this  new  marketing  approach  "cus- 
tomer focus,"  and  credits  it  with 
Pioneer's  recent  U.S.  market  share 
gains — up  five  points  since  1989. 

Some  of  Pioneer's  best  growth 
prospects  now  lie  overseas,  where 
Pioneer  books  around  30%  of  its  reve- 
nues and  earnings.  Europe,  where 
large-scale  operations  are  slowly  re- 
placing small  family  farms,  accounts 
for  most  of  Pioneer's  foreign  activi- 
ties, but  some  developing  countries 
could  become  important  for  Pioneer 
late  in  the  decade.  John  McMillin,  an 
analyst  at  Prudential  Securities,  notes 
that  in  the  developing  countries, 
around  one -third  of  all  corn  seed  is 
still  varietal.  McMillin  believes  much 
of  this  will  be  replaced  by  hybrid  seeds 
in  the  next  ten  years. 


Egypt  is  a  good  example  of  what's 
going  on  in  the  Third  World.  "Seven 
years  ago  Egypt  produced  barely  any 
corn  at  all,"  says  Edward  Shonsey, 
senior  vice  president  of  international 
operations.  Today  Egypt  produces 
26,000  tons  of  hybrid  corn  annually, 
mostly  from  Pioneer  seeds.  For  de- 
cades a  net  food  importer,  Egyptl 
could  shortly  begin  exporting  corn. 

Tom  Urban  warns  that  Pioneer's 
results,  and  its  stock  price,  will  contin- 
ue to  be  subject  to  short-term  fluctua- 
tions. Pioneer  is,  after  all,  tied  to 
farming  and  all  its  vagaries.  On  the 
other  hand,  Pioneer  is  trading  at  15 
times  its  well-established  earning: 
stream  and  pays  a  modest  dividend 
The  stock  is  likely  to  be  less  volatile 
than  biotech  stocks  that  have  neithe 
history  nor  earnings  to  support  them 

"If  you're  a  short  term  investor 
don't  buy  us,"  says  Urban.  "Hut  ovc 
the  next  20  years  genetics  will  con-l 
tribute  more  to  farm  productivity! 
than  it  has  in  the  past  20  years,  when  it  I 
accounted  for  50%  of  the  gain.  And  I 
genetics  are  what  we  do."  ■   ( 

Forbes"  November 23,  1991 


n  Brussels  the  top  Eurocrats  (average  salary  well  over 
;200,000)  are  already  deciding  what  kind  of  sausage 
Europeans  should  eat.  If  only  Lady  Thatcher 
/ould  shut  up  . . . 

on  haven't  seen 


ything  yet 


Jy  Richard  C.  Morais 

['Now  we  ARE  hearing  all  these  com- 
plaints about  how  the  Community  is 
j:oo  involved  with  citizens'  daily 
jives,"  scoffs  EC  Commissioner  Karel 
wan  Miert  in  a  chauffeured  BMW  roar- 
ing down  an  autobahn  at  1 12  miles  an 
hour.  "But  it  is  a  mistake  to  attribute 
those   powers   to   Maastricht.    That 


power  derives  from  the  Single  Euro- 
pean Act." 

Don't  believe  reports  that  what 
sprouts  in  Brussels  is  dead — because 
the  Maastricht  agreement  is  in  trou- 
ble or  because  the  pound  and  the  lira 
are  now  floating  free.  The  fact  is  even 
if  Maastricht  (the  proposed  treaty  for 


political  and  monetary  union)  sinks, 
the  17  rather  anonymous  EC  commis- 
sioners will  retain  immense  powers 
through  the  little-understood  Single 
European  Act  of  1986.  It  is  ironic, 
perhaps,  that  sections  of  the  endan- 
gered Maastricht  treaty  are  meant  to 
claw  back  powers  previously  handed 
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Commissioner  Karel  Van  Miert  in  his  Brussels  office 
'We  must  not  be  Ayatollahs  of  the  Single  Market." 


wy 


lorbes  ■  November  23,  1992 


65 


This  Is  The  Only  Kind  Of  Stone  Wall 
\bu'l  Find  In  Connecticut. 
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Business  is  tough  enough  without  running  into  bureaucratic  walls.  We've 
listened  to  business  people  like  you.  We  know  the  kind  of  obstacles  you  face.  And  in 
Connecticut,  we're  clearing  your  path  for  success. 

The  State  gives  you  one  contact  who'll  guide  you  through  the  whole  State 
system:  your  Business  Development  Manager. 

We  don't  believe  business  growth  and  the  environment  have  to  be  at  odd 
Connecticut's  Department  of  Environmental  Protection  has  a  strong  working  relations!"* 
with  our  Department  of  Economic  Development.  At  the  Department  of  Environmental 
Protection,  your  applications  will  get  top-priority  attention,  thanks  to  a  new  fast-track 
permit  process.  An  ombudsman  will  make  sure  of  it. 

Another  big  wall  we're  tearing  down:  tax  regulation.  Since  we've  balanceH 
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>ur  budget,  created  a  surplus  and  reduced  our  debt,  we  don't  need  to  use  regulations 
3S  a  club  to  drum  up  income.  Our  legislature  has  created  a  fair,  equitable  tax  system, 
jnd  it's  working.  We're  also  knocking  down  the  credit  barrier  with  a  billion-dollar  loan 
and  loan-guarantee  program  —  one  of  the  biggest  in  the  United  States. 

We  can  take  down  walls  because  we've  built  some- 
ing  better:  a  solid  partnership  of  legislators,  banks,  utilities, 
ducators  and  the  people  of  our  State  agencies.  They're  work- 
ng  more  closely  than  ever  before  to  give  you  the  help 
ou  need.  Our  future  depends  on  it. 

Start  by  calling  our  Department  of  OONNFOTTOI   IT 

iconomic  Development  at  1  -800-392-2122.  The  State  That  Thinks  Like  A  Business. 


GOVERNOR 
IOWEILP  WEICKERJR 


European  Community 

over  to  Brussels  without  a  murmur. 

"If  you  have  products  circulating 
freely  in  this  large  market  of  consu- 
mers," says  Van  Miert,  leaning  over  a 
2-foot  stack  of  documents  on  the  car 
seat,  "then  you  have  to  protect  those 
consumers,  not  just  in  some  coun- 
tries, but  everywhere.  You  need  at  the 
Community  level — and  this  has  never 
been  understood  by  Lady  Thatcher — 
the  market,  social,  environmental  and 
consumer  balances  that  you  have  on  a 
national  level.  It  is  the  logical  conse- 
quence of  the  Single  Market." 

"Balances"  is  Van  Miert's  buzz- 
word for  regulations.  In  Brussels  bab- 


Platters  of  pickled  eel 
and  smoked  ham  were  vi- 
ciously stuck  with  Dan- 
ish, French  and  German 
flags.  Was  the  chef  try- 
ing to  force  cultural  har- 
mony into  the  food? 


ble,  you  need  "balances"  to  "har- 
monize" Europe. 

There  is  no  question  Brussels' 
16,370  civil  servants  have  diligently 
installed  "balances."  European  pa- 
pers adore  reporting  on  EC  folly:  the 
precise  definition  of  an  acceptable 
Eurosausage  (the  British  banger 
didn't  cut  it);  the  number  of  Band- 
Aids  on  a  cargo  ship;  the  thickness  of  a 
condom.  The  flak  is  not  always  fair. 
Sometimes  governments  of  member 
states  push  Brussels  to  do  things  they 
don't  want  to  do  themselves  so  as  not 
to  alienate  portions  of  their  elector- 
ates. Case  in  point,  the  recent  Euro- 
pean ban  on  shooting  crows. 

Still,  your  average  S216,000-a-year 
commissioner  usually  has  himself  to 
blame  for  the  bad  press.  There  must 
be  something  in  the  Belgian  endive, 
for  even  Thatcher  conservative  Sir 
Leon  Brittan  turned  into  a  hyperin- 
terventionist  on  becoming  a  commis- 
sioner. The  Commission  currently 
wants  its  budget  to  jump  from  S86 
billion  to  S347  billion  next  year — to 
increase  the  subsidies  for  poorer 
countries  and  to  take  up  the  new 
challenges,  such  as  control  over  for- 
eign policy,  called  for  in  the  Maas- 
tricht agreement. 

We  decided  to  shed  some  light  on 
this  temple  of  activism  by  watching 
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Commissioner  Van  Miert  at  work. 
The  powerful  Belgian  komissar  speaks 
four  languages  and  is  responsible  for 
transportation,  credit  and  investment, 
consumer  policy  and,  temporarily,  en- 
vironmental policy.  He  has  his  own 
cabinet  and  some  900  employees, 
most  of  them  career  civil  servants.  His 
politics?  Van  Miert — vice  chairman  of 
the  Socialist  International — wears  red 
socks  under  a  gray  suit. 

But  it's  not  quite  that  simple.  Van 
Miert  is  part  of  Europe's  muddled 
middle,  where  "conservatives"  boost 
subsidies  and  "socialists"  privatize. 
One  moment  he  earns  kudos  for  de- 
regulating Europe's  airlines;  the  next 
moment  he  wants  punitive  road  taxes 
to  force  traffic  off  the  highways  and 
onto  environmentally  friendly  river 
barges.  At  the  core  of  all  his  decisions, 
however,  is  the  passionate  belief  in 
centrally  reshaping  Europe  from  the 
top  down. 

On  a  recent  Monday  morning, 
Commissioner  Van  Miert  was  at  his 
glass  coffee  table  by  8,  helping  Slovak 
officials  settle  a  border  dispute  with 
Hungary.  Then  came  a  cabinet  meet- 
ing. At  9 : 1 5  a  group  of  jowly  Europe- 
an steel  barons  came  begging  for  help. 
Help  for  companies  usually  involves 
taming  competition — "smoothing 
out  the  rougher  edges"  in  Brussels 
babble.  In  this  case  Van  Miert  didn't 
acquiesce. 

Off  to  the  airport.  An  aide  carried 
Van  Miert's  briefcase  as  he  was  per- 
sonally ushered  through  all  clear- 
ances. Want  to  know  what  power  is? 
The  runway  bus  on  its  way  to  the 
plane  was  delayed  so  that  Van  Miert 
could  be  escorted  off  to  take  a  phone 
call.  For  the  rest  of  us  plebeian  passen- 
gers: Godiva  chocolates  shaped  like 
ecus  (the  European  currency  unit) 
after  lunch. 

In  Duisburg,  Germany,  Van  Miert 
addressed  the  opening  of  a  50%-EC- 
financed  research  center  for  Interior 
Waterway  Development.  long 
speeches  about  the  virtues  of  canals 
and  barges.  Platters  of  pickled  eel  and 
smoked  ham  were  viciously  stuck  with 
Danish,  French  and  German  flags.  It 
looked  like  the  chef  was  trying  to 
force  cultural  harmony  into  the  chick- 
en legs. 

By  the  early  afternoon  Van  Miert's 
chauffeur  was  driving  us  to  Luxem- 
bourg for  a  speech  at  the  Internation- 
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Nigel  Firth,C 
Four  Seasons 
Inn  on  the  Park 

London,  England 


Four  Seasons  concierges  have  powers  that  would  amaze  even  the  most  seasoned  husiness  traveler.  They  can 
secure  reservations  at  restaurants  that  aren't  taking  any.  Re-create  presentation  slides  that  you  left 
hehind  unwittingly.  Even  locate  a  dozen  portable  phones,  on  New  Year's  Eve.  And  not  only  are  their 
starrs  multitalented,  hut  multilingual,  too.  What's  more,  should  your  travel  plans  change     _  _» 

suddenly,  they  will  issue  new  tickets  instantly,  on  the  spot.  Which  confirms  in  these  value-      lUU  I  3(_CjS(JI  IS 
conscious  times,  the  demands  of  your  trip  demand  nothing  less  than  Four  Seasons  Hotels.       HOCGlS*  nGSOITS 


"Either  you  shape  the  future, 
or  the  future  shapes  you." 
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"Change  or  be  changed.  Act  or  be  acted  upon. 
Your  success  depends  upon  which  you  choose. 
That's  why  at  The  Dial  Corp,  we  believe  that  con- 
trolling our  own  destiny  is  a  never-ending  job.  So 
we've  spent  the  past  several  years  reshaping  our 
corporation.  Sharpening  our  focus  on  today's 
changing  consumers.  We  are  on  the  leading  edge  in 
meeting  the  demands  of  a  marketplace  that  insists 
on  ever-higher  standards  of  quality,  convenience 


and  value.  We  offer  some  of  the  most  respect 
names  in  consumer  products  and  services. 

And  clearly  our  restructuring  strategy  is  v 
ing.  In  a  recent  18-month  period,  we  created  i 
$1  billion  in  additional  wealth  for  our  Stockholm 
and  doubled  our  common  stock  value.  We  hi 
also  outperformed  the  S&P  500  for  the  last  1 0 ) 

Despite  these  successes,  we'll  never  beij' 
fied.  We  know  we  have  to  continue  to  deliver 


I  in  quality  to  our  consumers  and  the  highest 
)f  performance  to  our  stockholders.  We  will 
lue  to  meet  that  challenge. 
Ve  intend  to  continue  to  shape  our  future  by 
-  not  leave  it  to  chance." 


Teets,  Chairman,  President 
f  Executive  Officer 


The  Dial  Corp 

Profit  Through  Leadership 


European  Community 


Van  Miert  in  his  chauffeured  BMW 
Reshaping  Europe  from  the  top  down. 


al  Air  Cargo  Forum.  Captive  in  the 
back  of  the  car  for  three  hours,  the 
hyperactive  Van  Miert  began  to  talk. 

"Although  I  share  the  analysis  of 
Lady  Thatcher  that  Brussels  provides 
weak  leadership,"  said  Van  Miert,  "I 
fully  disagree  with  her  conclusion. 
Our  problem  in  ex-Yugoslavia  is  that 
there  is  not  enough  Community  to 
take  a  leadership  role.  What  we  need 
is  a  stronger  Community,  not  a 
weaker  one." 

"Nineteen-ninety-two  was  over- 
sold," agreed  Van  Miert.  "That  is 
why  the  founding  fathers  years  ago 
initiated  the  process  of  economic  and 
monetary  union.  They  knew  the  Sin- 
gle European  Market  was  something 
delicate,  not  fully  achieved  or  com- 
plete, and  to  consolidate  the  achieve- 
ments you  had  to  go  beyond  the 
[1986]  Act." 

But  why  a  forced  union?  Why  not 
just  Lady  Thatcher's  broad  free-trade 
zone?  "Nonsense,"  he  said  with  irri- 
tation. "We  have  free  trade.  It  isn't 
solving  the  problem.  You  can't  rein- 
vi  go  rate  Europe  with  these  old-fash- 
ioned concepts." 

The  BMW  arrived  in  Luxembourg 
and  the  doors  opened.  Van  Miert  ran 
through  the  conference  halls  with 
aides  dashing  after  him.  At  the  podi- 
um he  threw  away  a  boring  speech 
and  talked  off-the-cuff  about  Europe- 
an and  U.S.  airline  agreements.  "We 
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cannot  take  it  any  longer,"  he  said. 
"There  is  discrimination  [by  the 
U.S.],  and  now  we  have  to  establish  a 
code  of  conduct.  In  the  Community 
non-nationals  can  own  up  to  49%  of 
an  airline.  I  expect  the  reciprocal 
treatment  in  the  U.S. 

"Right  now  the  U.S.  is  negotiating 
bilateral  agreements  with  European 
member  states,  playing  one  against 
the  other."  Van  Miert  intends  to  end 


this  practice  by  dragging  all  the  mem- 
ber states  into  one  unified  attack  on 
the  U.S.  position.  How?  "Any  mem- 
ber state  giving  away  [the  right  for 
U.S.  airlines  to  pick  up  passengers  for 
internal  European  flights]  is  giving 
away  Community  assets.  I  am  pre- 
pared to  take  these  member  states  to 
the  European  Court  of  Justice." 

A  moment  of  clarity  for  die 
stunned,  largely  American,  audience. 
The  failure  of  Maastricht  might  clip 
the  wings  of  the  Community  bureau- 
crats, but  it  won't  stop  them  from 
reshaping  Europe. 

Commissioner  Van  Miert  checked 
into  Le  Royal  hotel  and  began  prepar- 
ing for  environmental  meetings  start- 
ing at  7  the  next  morning.  On  the 
table  for  discussion  was  the  right  to 
move  garbage  from  one  EC  country  to 
another.  Van  Miert  intends  to  force 
every  country  to  deal  with  its  own 
garbage.  "We  must  not  be  Ayatollahs 
of  the  Single  Market,"  said  Van 
Miert.  "Here,  I  am  prepared  to  accept 
a  lot  of  regulation." 

Somehow  that  is  what  we  expected 
from  Brussels'  top  environmental  of- 
ficer. But  as  the  Community's  green 
guru,  Van  Miert  might  do  well  to 
investigate  the  capital's  exploding  rat 
population;  according  to  reports,  two 
people  recently  died  there  from  rat- 
transmitted  diseases.  Brussels'  rats 
tend  to  multiply  out  of  control.      Hi 


At  the  International  Air  Cargo  Forum,  Luxembourg 
Sometimes  he  is  "prepared  to  accept  a  lot  of  regulation." 
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Exploring  the  uses  of  derivatives 
should  be  satisfying,  not  mystifying. 

Derivatives  don't  make  risk  disappear,  but  they  do  make  it  possible 
to  exchange  a  risk  you'd  rather  not  take  for  one  you're  more  willing 
to  accept.  Options,  swaps,  and  other  derivatives  are  quite  simple  in 
essence,  but  since  they're  so  versatile,  evaluating  their  various  uses 
can  be  complex.  That's  especially  true  with  newer  derivatives  linked 
to  commodity  and  equity  indices.  But  it's  not  our  style  to  magnify 
complexity.  Our  success  has  always  been  based  on  helping  clients 
think  through  every  situation 
fully  and  clearly.  Then  we  draw 
on  the  technical  resources  of  our 
global  network  to  design  the  spe- 
cific tactic  that  fits  your  particu- 
lar strategy.  By  taking  the  mystery 
out  of  derivatives,  we  make  it 
easier  to  take  advantage  of  these 
important  financial  tools.  It's  a 
key  reason  we've  become  a 
leader  in  the  full  range  of  risk 
management  products. 


Derivatives  may  look  confusing  on  the  surface,  but  their 
underlying  logic  is  compelling  and  clear.  At  J.H  Morgan 
we  present  all  the  alternatives  to  help  our  clients  choose 
the  course  that's  best  for  them. 


W2  J.P.  Morgan  &  Co.  Incorporated 


JPMorgan 


OBSERVATIONS 


A  good  deal  of  the  current  hysteria  about  child  abuse 
is  propagated  by  people  with  a  vested  interest 
in  denigrating  the  family. 

Long  on  claims, 
short  on  evidence 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calit. 


Even  small  children  who  are  toilet- 
trained  sometimes  have  embarrassing 
accidents.  When  this  happened  in 
nursery  schools,  it  was  once  common 
for  one  of  the  adults  to  take  the  child 
to  the  bathroom,  clean  him  up  and  try 
to  soothe  his  feelings. 

Some  nursery  schools  no  longer  do 
this.  Today  such  an  act  of  kindness 
could  lead  to  charges  of  sexual  moles- 
tation. This  is  only  one  of  the  costs  of 
the  hair-trigger  legal  and  political  en- 
vironment surrounding  child  abuse. 

Currently,  the  9th  Circuit  Court  of 
Appeals  is  reviewing  the  case  of  par- 
ents who  were  jailed  for  child  abuse, 
on  the  unsubstantiated  charges  of  a 
woman  who  had  been  fired  by  several 
nursery  schools  for  her  obsession  with 
child  molestation. 

Tragically,  this  heedless  and  fren- 
zied atmosphere  is  an  international 
phenomenon,  deliberately  promot- 
ed. A  series  of  scary  magazine  ads  on 
the  sexual  abuse  of  children  ran  in 
New  Zealand  publications  a  few  years 
ago,  and  was  used  to  raise  money,  as 
well  as  to  expand  the  activities  of 
social  agencies  claiming  to  be  able  to 
deal  with  the  problem. 

Radical  feminist  activists  were  promi- 


nent among  those  promoting  this  cam- 
paign and  proclaiming  male  oppression 
and  the  inadequacies  of  the  traditional 
family.  Statistics  put  out  by  those  with  a 
clear  vested  interest  in  hysteria  and 
denigration  of  the  family  were  as  uncrit- 
ically accepted  in  New  Zealand  as  they 
are  in  the  United  States. 

Fortunately,  in  New  Zealand,  a 
journalist  named  Emily  Flynn  decid- 
ed to  write  a  story  about  child  abuse. 
Initially  sympathetic  to  the  claims  that 
were  being  made,  Ms.  Flynn  discov- 
ered that  the  sources  and  methods 
used  to  generate  scary  numbers  were 
sloppy  at  best  and  dishonest  at  worst. 

One  ad  featured  a  picture  of  a  little 
girl  in  her  bed  holding  a  teddy  bear, 
while  in  the  background  a  backlit 
figure  of  a  man  stood  in  an  open 
doorway.  Above  the  picture,  the 
headline  proclaimed:  "It's  not  the 
dark  she's  afraid  of." 

The  caption  under  the  picture  assert- 
ed: "One  in  four  New  Zealand  girls  are 
sexually  abused  before  they  turn  18. 
Half  of  them  by  their  own  father." 

Ms.  Flynn  could  find  no  study  to 
substantiate  that  claim,  whether  in 
New  Zealand,  Britain  or  the  United 
States.  Not  even  one  girl  in  a  hundred 
was  sexually  molested  by  her  own 
father.  Fathers  were  the  least  likely  of 
all  men  to  molest  a  girl. 

Much  was  made  of  a  recent  televi- 
sion special  in  the  United  States, 
broadcast  simultaneously  by  two 
commercial  networks  and  by  public 
television,  in  which  Oprah  Winfrey 
interviewed  half  a  dozen  victims  of 
sexual  molestation  in  their  childhood. 

There  is  no  reason  to  doubt  the 
sincerity  of  Ms.  Winfrey,  who  says  that 
she  herself  was  sexually  abused  as  a 
child,  or  the  sincerity  of  the  people  who 
appeared  on  the  program.  But  sincerity 


does  not  make  a  show  biz  personality 
professionally  qualified  to  analyze  the 
statistics  fed  to  her  by  activist  organiza- 
tions with  an  axe  to  grind. 

No  sane  and  decent  person  ques- 
tions how  despicable  and  harmful  the 
sexual  molestation  of  children  is.  What 
is  open  to  question  is  how  widespread 
it  is  and  whether  the  kinds  of  policies 
proposed  are  likely  to  make  matters 
better  or  worse,  on  net  balance. 

There  are,  after  all,  criminal  laws  on 
the  books  and  there  is  no  reason  why 
degenerate  parents  cannot  be  treated 
like  the  criminals  they  are.  But  that  is 
seldom  what  the  promoters  of  child 
abuse  hysteria  have  in  mind. 

The  bottom  line  for  too  many  of 
the  zealots  is  more  money  and  more 
authority  for  outsiders  to  intervene  in 
families  before  anything  is  proven. 
Instead  of  locking  up  abusive  parents, 
activists  want  them  turned  over  to 
the  "mental  health"  establishment, 
which  will  then  have  a  government- 
supplied  and  government- financed 
clientele. 

Like  other  groups  who  get  their 
hands  on  the  taxpayers'  money  by 
creating  hysteria  and  promising  mir- 
acles, the  "mental  health"  establish- 
ment is  long  on  claims  and  short  on 
evidence.  All  too  typically,  research 
on  the  effectiveness  of  a  California 
psychological  program  designed  to 
help  the  families  of  abused  children 
was  conducted  by  the  principal  advo- 
cate of  the  program — and  even  he 
could  find  no  real  evidence  that 
it  worked. 

With  child  abuse,  as  with  the  sexual 
harassment  of  women,  the  issue  is  not 
whether  such  things  happen.  All  sorts 
of  misdeeds  happen,  from  jaywalking 
to  genocide.  The  real  question  is 
whether  it  happened  in  particular 
cases — and  what  we  are  going  to  ac- 
cept as  evidence. 

Children  whose  abuse  was  reported 
to  the  authorities  have  died  from  fur- 
ther abuse  before  the  social  agencies 
could  get  around  to  them  because 
these  agencies  were  so  bogged  down 
in  investigations  of  a  deluge  of  uiv- 
founded  charges  against  other  people. 

Government  is  a  blunt  instrument. 
Its  policies  should  be  limited  to  what 
blunt  instruments  can  do.  We  u.ain 
nothing  by  pretending  to  know  what 
we  cannot  know  and  CO  be  able  to 
what  we  cannot  do. 
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We're  Transamerica.  Our  business  is 
financial  services  —  life  insurance, 
investments,  lending  and  leasing.  Our 
philosophy  is  to  concentrate  on  the 
things  we  do  best  and  to  try  to  do  them 
better  than  anyone  else.  So  when  you 
deal  with  a  Transamerica  company,  you'll 
get  the  right  product  at  the  right  price  — 
whether  it's  a  life  insurance  policy,  a 
home  equity  loan,  a  mutual  fund  or  any- 
thing else  we  offer.  It's  how  we  got  where 
we  are  today.  Remember  the  Pyramid 
for  the  best  in  financial  services.  i 


Transamerica 
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Mel  Weitz's  customers  buy  twice  as  many  groceries 
as  the  typical  supermarket  customer  does. 

Ah,  smell 
that  bread 


By  Matthew  Schifrin 

"My  customers,"  quips  Melvin 
Weitz,  "have  to  buy  their  way  out  of 
my  stores."  The  figures  bear  him  out: 
In  a  low- margin  business  that  de- 
pends on  high  volumes,  Weitz's  aver- 
age customer  leaves  behind  $34  per 


transaction,  nearly  double  the  nation- 
al average. 

By  supermarket  chain  standards, 
Weitz,  68,  runs  a  peanut-size  opera- 
tion. His  Melmarkets  Inc.  chain  of  16 
Foodtown    supermarkets    on    New 


York's  Long  Island  did  just  $375 
million  in  sales  last  year.  But  when  it 
comes  to  sheer  profitability,  Melmar- 
kets has  few  peers.  That  high  average 
checkout  counter  number  is  the  key. 
His  net  margins  per  dollar  of  sales — 


78 


Melmarkets  Inc.   . 
President  Mel  Weitz 
in  front  of  one  of  his 
Long  Island  stores 
For  a  given 
amount  of 
selling  space, 
Weitz  generates 
half  again  as  much 
volume  and 
profits  as 
his  competitors. 
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make  it  easier  for  you 


to  get  some  work  done  while  you're  on  the  road.  After  all,  giving  you 
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Melmarkets 

about  1% — are  no  better  than  the 
industry's.  But  he  gets  much  more 
volume  out  of  a  store.  Weitz's  average 
weekly  sales  per  square  foot  are 
around  v    ;  ired  with  the  in- 

dustry's S10.  Weitz's  stores  gross  an 
average  S23  million  per  annum;  com- 
petitor King  Kullen  gets  an  estimated 
S15  million  from  similar-size  stores. 

Mel  Weitz  learned  the  grocer.' 
business  from  the  ground  up.  starting 
during  the  1930s  Depression  as  a  10- 


impression  they  are  crammed  with 
merchandise.  The  produce  section 
features  honeydew  melons,  cucum- 
bers, apples  and  sweet  potatoes,  all 
heaped  high  and  often  marked  down 
with  handwritten  signs.  Near  the  im- 
mense freezers  are  stacks  of  potato 
chips,  cases  of  soft  drinks  and  Italian 
peppers,  olives  and  mushrooms.    < 

It's  not  wise  to  shop  in  a  Weitz's 
Foodtown  store  when  you're  hungry; 
you'll  be  tempted  to  overspend.  The 


Hungry  shoppers  enter  at  their  own  risk. 


year-old  "schlepper,"  earning  boxes 
and  cleaning  up  in  a  Brooklyn.  NY. 
chain  called  Fairmart.  He  worked  his 
w  ay  through  every  department  in  the 
business,  from  egg  candler  I  they  used 
to  hold  eggs  up  to  a  candle  flame  to 
check  for  blood  spots )  to  president  of 
the  New  York-based  Big  Apple  chain. 
Not  until  1972,  when  he  was  48,  did 
Weitz  strike  out  on  his  own. 

When  he  did  so,  he  had  clear  ideas 
of  what  a  supermarket  should  be  like. 
Edwin  Epstein,  a  New  York-based 
supermarket  consultant,  describes  it 
the  look  of  plenty."  Weitz's  new 
stores  are  big,  more  than  60,000 
square  feet,  compared  with  the  indus- 
try median  of  42,000.  Despite  their 
size  the  stores  eive  the  customer  the 
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whole  place  is  redolent  of  good  food. 
Wafting  into  the  overstuffed  aisles  is 
the  smell  of  freshly  roasted  chickens 
from  the  deli  department  and  fresh  - 
baked  bread  from  the  on-site  bakery. 
There  is  lots  of  free  sampling;  on 
Sunday  mornings,  coffee  and  bagels 
or  pastries.  Cher  the  public  address 
system  crackles  a  stream  of  special 
offers:  "Shoppers,  for  the  next  30 
minutes  get  any  of  our  delicious  layer 
cakes,  baked  from  scratch,  for  only 
S3. 99."  A  clatter  of  shopping  carts  as 
customers  charge  the  bakery  section. 
"Come  Easter,  I  break  the  ham 
price,"  says  Weitz.  For  Passover, 
Weitz  once  opened  a  huge  Passover 
store,  leasing  more  than  65,000 
square  feet  in  Westbury.  NY.  for  six 


weeks.  There's  plenty  of  show  b 
ness  involved.  He  still  invites  Hasidk 
rabbis  to  his  stores  to  give  marzoh- 
baking  demonstrations. 

All  this  theater  helps  move  the 
higher-margin  items — produce, 

meat,  bakery  and  deli  items,  as  well  as 
health  and  beauty  aids.  But  to  assure 
the  customer  that  he  or  she  is  not 
overpaying,  at  the  end  of  each  aisle  is  a 
towering  display  of  standard  items — 
cookies,  beer,  spaghetti  sauce,  you 
name  it,  at  sharply  discounted  prices. 
"Pile  'em  high,  sell  'em  low  and  sell 
lots  of 'em,"  chortles  Weitz. 

In  his  heavily  stored  area  Weitz 
must  now  compete  against  heavy  dis- 
counters like  BJ's  and  Price  Club, 
wiiich  discount  unit  prices  by  selling 
items  in  bulk.  Rather  than  fight  them 
solely  on  price,  Weitz's  stores  stock 
30,000  items,  to  the  discounters*  av- 
erage of  3,000.  They  now  offer  free 
"club"  discount  cards  and  have  sever- 
al shelves  devoted  to  bulk  products  at 
warehouse-store  prices — 20  rolls  of 
toilet  paper  at  50  cents  a  roll,  for 
example,  and  40-pound  drums  of  de- 
tergent at  25  cents  a  pound. 

Weitz's  "land  of  plenty"  approach 
to  grocery  merchandising  is  obviously 
tailored  to  his  market.  Weitz's  cus- 
tomers are  members  of  the  same 
mostly  Italian -American  and  Jewish 
families  he  used  to  serve  in  Brooklyn 
and  Queens.  As  the  customers  be- 
came more  affluent,  Weitz  simply  fol- 
lowed  them  out  to  the  suburbs  and 
built  bigger,  better-  stocked  store 
And  that's  perhaps  the  biggest  pan  or 
his  success:  Rather  than  offer  a  cook- 
ie-cutter approach  to  the  grocery 
business,  he  has  tailored  his  policies  to 
fit  his  market,  something  the  b 
chains  often  fail  to  do. 

"Look  at  this  rye  bread."  Weitz 
commands,  grabbing  a  fresh  loaf  from 
a  cooling  rack.  He  holds  it  up  for  a 
visitor  to  smell.  "It's  the  best  you've 
ever  tasted."  Striding  to  the  fish  de 
partment.  he  points  to  the  jumbo 
shrimp,  thick  tuna  steaks  and  salmon 
fillets  packed  on  ice.  "Finest  fish  you 
can  eat,"  he  sa\  I  N  >body  gets  it 
fresher."  A  customer  overhears 
Weitz.  "It's  true,"  she  volunteers. 

The  real  bottom  line  is  that  Mel 
Weitz  really  enjoys  what  he  is  doing. 
"When  you  read  my  name  in  the 
obituaries."  savs  Weitz.  "that  is  when 
I  will  retire  m 
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Bentley  Introduces 

business  Class. 
So  You  Can  Fly  More 

FREQUENTLY 


To  seasoned  air  travelers,  business  class  means 
being  able  to  fly  in  first-class  comfort  for  less.  In  automo- 
tive travel,  it  means  getting  the  power  and  prestige  of 
a  Bentley  for  a  surprisingly  affordable  price.  If  this  sort 
of  financial  coup  is  your  goal,  then  the  new  Brooklands 
has  been  designed  by  Rolls-Royce  Motor  Cars  for  you. 
Two  and  a  half  tons  of  steel  sculpture,  the  ultimate 
union  of  advanced  technology  and  the  craftsman's  skill. 


A  6.75  liter  power  plant  built  and  balanced  totally  by 
hand.  The  same  state-of-the-art  automatic  ride  control 
found  in  the  legendary  Bentley  Turbo  R.  A  cockpit  where 
every  inch  of  premium  Connolly  hide  and  glistening  burl 
veneer  breathes  elegance  and  exclusivity.  At  $138,500? 
however,  the  Brooklands  costs  only  a  little  more  than 
lesser  luxury  sedans.  To  fly  the  Bentley  way,  please 
contact  your  authorized  dealer  or  call  1-313-350-0500. 
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©  Rolls-Royce  Motor  Cars  Inc.,  1992.  The  name  "Brooklands"  is  a  trademark,  and  the  names  "Bentley"  and  "Turbo  R"  and  the  badge  and  radiator  grille  are  registered  trademarks. 

•Manufacturer's  suggested  retail  price.  Taxes,  title  and  registration  fees  additional. 
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You  know  how  much  you  depend 
on  E-mail.  Then  you've  probably  wished 
many  times  to  rid  yourself  from  the  wires 
and  hook-ups  necessary  to  send  and  receive 
messages.  Imagine,  instead,  using  E-mail 
practically  anywhere  you  go,  no  wires  or 
hook-ups  attached! 

It's  available  right  now.  Yes, 
wireless  E-mail.  With  RAM  Mobile 
Data's  wireless  networks  you  can  use  a 
variety  of  commercially  available 
E-mail  services  —  while  on  the  go. 
m     You  can  send  and  receive  messages  in 
W    all  the  places  you  couldn't  plug  into, 
even  in  the  middle  of  a  lake. 
All  it  takes  is  a  wireless  data 
modem  and  access  software  to  your 
E-mail.  Now  you're  free.  You  don't 
have  to  tell  RAM's  networks  where  you 
are  or  where  you're  going  next. 
Messages  find  you,  or  anyone  you  send 
to,  automatically. 

Today  RAM  is  expanding  and 
operating  a  series  of  wireless  data  networks 
to  cover  the  top  100  metropolitan  areas  of 
the  United  States  and  the  major  transporta- 
tion corridors  —  providing  coverage  to 
more  than  90  percent  of  the  U.S.  urban 
business  population. 

To  get  wireless  E-mail  and  to 
find  out  more  about  RAM's  service, 
call  1-800-736-9666,  ext.  11. 
RAM  Mobile  Data,  One  Rockefeller  Plaza, 
Suite  1600,  New  York,  NY  10020. 

A  business  venture  between 
RAM  Broadcasting  and  BellSouth. 
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Drug  stocks  have  dropped  sharply  because 
the  politicians  say  they're  going  to  crack  down 
on  medical  costs.  But  since  when  have  politicians 
really  kept  their  campaign  promises? 


Empty  threat; 


s 


By  Richard  Phalon 

ANUSOL,  Benadryl,  Efferdent,  Lubri- 
derm,  Tucks  and  don't  forget  Lister- 
ine,  good  old  boring  Listerine.  Does 
anyone  really  think  they're  going  to 
regulate  the  price  of  Listerine? 

That's  28 -year-old  portfolio  man- 
ager    Charles     Mangum     speaking. 
Mangum's  $764  million  fund,  Fideli- 
ty Select  Health  Care,  has  a  good 
long-term  record,  but  it  has  crashed 
26%  so  far  this  year  as  investors 
worr\r  about  a  future  of  price 
controls  in  the  medical  indus- 
try. Mangum's  point  in  ticking 
off    some     of    the     over-the- 
counter  products  that  generate 
40%  of  Warner-Lambert's  reve- 
nue is  to  suggest  the  drug  sector 
selloff      has       been       greatly 
overdone. 

Warner-Lambert  is  better 
known  for  Listerine  than  for  the 
cardiovascular  drugs,  anticon- 
vulsives and  oral  contraceptives 
that  also  bring  in  40%  of  the  Buying 
gross.  But  it  seems  that  all  Wall  Who's 
Street  can  think  about  is  price  MB 
controls  on  prescription  drugs. 

Worst  case,  assuming  some  draco- 
nian  lid  on  drug  price  increases:  Little 
of  the  product  line  would  be  at  risk. 
Outfits  like  American  Home  Prod- 
ucts and  Schering-Plough  typically 
draw  20%  to  50%  of  their  sales  from 
overseas,  mainly  Europe,  or  from 
nonprescription  drugs  that  don't 
qualify  for  insurance  reimbursement 
and  thus  won't  be  price-controlled. 

Schering-Plough's  international 
sales,  for  example,  up  almost  30%  in 
U.S  dollars  in  the  third  quarter  from  a 
year  earlier,  are  growing  faster  than 
U.S.  sales.  They  are  one  big  reason 
Chairman  Robert  P.  Luciano  is  pre- 
dicting an  earnings-per-share  gain  of 
18%  to  20%  for  1992. 

"American  companies  are  still  pick- 
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ing  up  market  share  abroad.  It's  hard 
to  see  how  that  revenue  stream  can  be 
affected  by  anything  that  happens  in 
Washington,"  says  Mangum. 

Adds  Jordan  Schreiber,  portfolio 
manager  of  the  $100  million  Merrill 
Lynch  Healthcare  Fund:  "These 
companies  have  already  proved  they 
can  make  money  with  new  products 
in  a  tightly  regulated  environment. 
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drugs  over  the  counter 

afraid  of  the  big,  bad  price  controls? 


They've  been  thriving  in  the  climate 
of  Europe's  socialized  medicine." 

Diversification  and  innovation 
across  product  types  have  also  helped 
stabilize  earnings.  "It's  not  like  the 
old  days,  when  everyone  seemed  to  be 
competing  on  new  antibiotics,"  says 
Schreiber. 

Look  at  Abbott  Labs.  The  compa- 
ny took  a  $215  million  pretax  hit  in 
the  second  quarter  after  it  had  to  pull  a 
promising  antibiotic  off  the  market 
because  of  severe  side  effects.  It  still 
managed  to  crank  out  a  5%  gain  in 
pretax  profits  that  same  quarter  be- 
fore nonrecurring  items.  The  reason: 
a  higher-margin  product  mix  that  put 
the  company,  best  known  to  consum- 
ers for  its  infant  formulas  and  other 


nutritional  products,  deeper  into  d 
agnostic  systems  and  antibiotics  sue 
as  Biaxin. 

The  fact  that  such  diversificatid 
will  limit  damage  has  not  eluded  ba: 
gain-hunting  money  managers  lik 
Houston's  Fayez  Sarofim.  Wit 
stocks  like  Bristol-Myers  Squibb  trac 
ing  at  their  lowest  multiples  in  foi 
years,  he  has  been  doing  some  seriot 
shopping  in  the  sector.  Sarofim's  st 
curities  filings  show  large  accumul 
tions  (as  of  June  30)  of  Bristol-Myer 
Abbott  and  Merck  in  his  $27  billio 
portfolio. 

There  is  plenty  of  evidence  that  th 
industry  can  give  ground  on  prices- 
discounts  to  state  Medicaid  pre 
grams,  for  example — and  still  corr 
out  very  nicely.  It  makes  perfect  sen* 
for  a  drugmaker  to  engage  in  prk 
discrimination.  If  a  pill  costs  $30 
million  to  discover  and  5  cents 
manufacture,  why  not  charge  tl 
poor  people  on  Medicaid  $ 
but  the  prosperous  patien 
using  private  insurance  $1 
This  kind  of  market  segment 
tion  gives  the  drug  compar 
the  best  shot  at  earning  ba«. 
its  $300  million,  while  seen 
ing  magnanimous  for  offerin 
a  discount  to  the  poor. 

Mangum  predicts  that  dru 

companies  will  find  it  a 

harder  to  boost  profits  simp 

by  raising  prices,  as  they  did 

the  1980s.  But  there  will  1 

good  rewards  for  innovatn 

drugs  that  save  money  by  keej 

ing  people  out  of  hospitals 

Which   companies   will 

best  here?  At  the  top  of  Mangum's  li 

are  Schering-Plough,  Merck,  Pfiz 

and   Britain's  SmithKline  Beechar 

These  four,  he  says,  should  be  able 

achieve  a  double-digit  increase  amv 

ally  in  the  unit  volume  of  drugs  sold 

which  would  mean  a  fairly  good  rev 

nue  gain  without  a  single  price  i; 

crease.  Next  come  American  Horn 

Bristol-Myers  and  Warner  I. ambei 

with  annual  unit  volume  gains  ol  ( 

to  9%.  At  Marion  Merrcll  Dow,  N\ 

tex  Laboratories  and  Upjohn,  M 

gum  expects  gains  of  only  5%. 

Among  all  these  companies,  M| 
gum  rates  Warner- Lambert  one  oft  I 
best  buys.  "At  12  times  next  yeai 
earnings,"  he  says,  "you  can't  be 
that  boring  old  Listerine."  Hi 

Forbes  ■  Novembei 


♦RTHWEST  JUST  BROUGHT  ASIA  HOURS  CLOSER.  At  Northwest,  we  know  people  prefer  to  get  to  their  business  destination  sooner 

. 

Pfe  ler  than  later.  So  we  figured  we'd  knock  several  hours  off  our  flights  to  many  Far  East  destinations,  giving  you  more  time  once  you've  arrived. 

echa   

And  now  we're  faster  to  many  Asian  destinations  than  any  other  major  airline.  In  fact,  we've 


Northwest  to  Asia, 
stest  Pacific  service  to  key  business  destinations* 


IT'S  NOT  SO  FAR  EAST  ANYMORE, 


uldf  ew  York/JFK 
1  Hong  Kong . . . 
oston 

Manila 

hicago 

Bangkok 

attle/Tacoma 

Singapore 


.  1  hr  10  min  faster 
.  1  hr  25  min  faster 
.  1  hr  30  min  faster 
.  2  hr  55  min  faster 


-.'hwest.  The  leading  airline  to  Asia.  Now  with  the 
\\    «f  service  of  any  airline  to  many  Far  East  cities. 


reduced  our  transit  times  through  Tokyo  by  up  to  three  hours.  That's  up  to  three  extra  hours  to  prep 
for  a  meeting,  take  a  nap  or  do  anything  else  you  might  want  to  do. 

As  usual,  Northwest  offers  the  most  nonstop  flights  from  the  U.S.  to  Tokyo,  Seoul  and  Osaka.  And 
while  you're  in  the  air  with  us,  you'll  be  treated  to  a  host  of  new  amenities,  like  Executive  Class  mini- 
sleeper  seats,  enhanced  meal  service  and 
roved  audio  and  video  programming.  All  of  which  are  good  reasons  why  Northwest 


NORTHWEST  AIRLINES 

Some  People  Just  Know  How  To  Fly. 


••  ie  leading  U.S.  airline  to  Asia.  So  the  next  time  you're  flying  to  one  of  our  15  Asian         CALL  YOUR  TRAVEL  AGENT  OR  NORTHWEST 
tinations,  fly  the  airline  that  shortened  the  trip. 

ati-s  the  difference  between  scheduled  flight  times  for  Northwest  and  the  carrier  with  the  next  fastest  scheduled  flight,  for  travel  between  October  1, 1992  and  October  8, 1992.  Times  are  based  on 
ished  schedules  as  of  September  18, 1992  for  all  carriers  scheduled  from  point  of  origin  to  destination,  in  its  entirety.  Actual  flight  times  may  vary  and  schedules  are  subject  to  change. 
)92  Northwest  Airlines,  Inc. 


1-800-447-4747 


Lloyd  Wilson  Helps 

Navigate  1,483  Planes 

A  Day 


There  aren't  any  signs  or  landmarks  in  the  sky 
to  help  pilots  navigate  from  city  to  city  Instead,  they 
depend  on  Lloyd  Wilson  to  help  guide  the  way. 

Lloyds  with  the  Federal  Aviation  Administration 
(FAA),  and  his  job  is  to  maintain  VHF  Omni-directional 
Radio  (VOR)  transmitters,  a  crucial  piece  of  navigational 
hardware  that  keeps  pilots  on  course.  And  sometimes 
the  jobs  a  tough  one.  Many  VORs  are  found  in  remote 
locations,  so  Lloyd  often  packs  his  camping  gear  and 
takes  a  few  days  just  to  reach  them. 

To  make  this  process  more  efficient,  the  FAA  is 
now  installing  automated  monitoring  equipment  on 
VORs  and  other  FAA  field  instruments.  Through  a 
central  facility  Lloyd  will  be  able  to  monitor  and  man- 
age more  equipment  with  greater  speed  and  reliability. 

This  automation  is  only  one  part  of  the  FAAs 
modernization  program  to  accommodate  large  increases 
in  air  traffic  tomorrow — without  disrupting  service 
today.  And  Lloyd  is  one  of  9,000  field  employees  who 
are  making  it  happen. 

At  Martin  Marietta  we're  proud  to  be  a  part  of  the 
FAAs  airways  facilities  team.  When  it  comes  to  keeping 
things  moving  in  the  sky  they're  doing  the  very  best 
job  on  the  ground. 
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AT>1  f9  TIM  tVIA  METTJ* 


6801  ROCKIEDGE  DRIVE,  BETHISDA,  MARVIANO  20817 
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When  Harry  Stonecipher  sets  out  to 
accomplish  something,  there's  nothing  laid-back 
about  his  approach  to  it.  He's  brought  scandal- 
ridden  Sundstrand  a  long  way  in  five  years. 

Rehabilitated 


By  Christopher  Palmeri 

When  56-year-old  Harry  Stone- 
cipher  took  up  skeet  shooting  five 
years  ago,  he  fired  ofFan  ear-numbing 
10,000  shells  in  his  first  year.  Now  he 
owns  20  shotguns  and  has  a  club 
championship  under  his  belt. 

That's  Harry  Stonecipher — com- 
pulsive, determined.  He  has  tackled 
his  job  as  chairman  and  chief  execu- 
tive of  Sundstrand  Corp.  with  the 
same  concentrated  determination  he 
gives  to  skeet  shooting. 

This  Rockford,  Ill.-based  $1.6  bil- 
lion aerospace  and  industrial  products 
firm  has  required  all  the  grit  Stone- 
cipher can  muster.  He  was  running 
General  Electric's  large  jet  engine  di- 
vision five  years  ago  when  Sund- 
strand's  chairman  asked  him  to  come 


over  and  clean  up  an  unholy  mess. 
Sundstrand  had  created  an  elaborate 
scheme  to  overcharge  the  govern- 
ment for  defense-related  aircraft  com- 
ponents. The  company  pleaded  guilty 
to  five  counts  of  fraud.  Settling  the 
charges  cost  it  $200  million,  and 
Stonecipher  began  cleaning  house, 
including  firing  many  executives. 

Most  of  the  things  Stonecipher  has 
done  come  straight  from  GE's  cost- 
cutting,  market-reinforcing  hymn- 
book.  He  quickly  introduced  central- 
ized financial  controls;  now  each  of 
the  company's  controllers  reports  to 
the  chief  financial  officer  and  not  just 
to  department  heads.  Stonecipher  has 
so  far  cut  the  payroll  by  22%,  to 
12,400  workers,  and  more  cuts  are 


announced  almost  every  week.  He  h 
sold  businesses  that  were  not  pe 
forming  well,  or  were  peripheral 
the  main  lines  of  business.  And  he  h 
strengthened  remaining  product  lin 
through  acquisitions. 

Since  he  has  been  in  charge,  Sunc 
strand's  operating  margin  has  do 
bled,  to  14%,  and  he's  aiming  for  16' 

Stonecipher  was  early  in  the  aer 
space  industry  in  reducing  his  comp 
ny's  dependence  on  defense  work. 
is  expected  to  be  only  20%  of  Sun 
strand's  sales  this  year,  half  of  what 
was  when  Stonecipher  joined  tl 
company.  About  60%  of  compai 
sales  are  in  aerospace,  with  two-thin 
of  it  now  in  the  civilian  market.  Sum 
strand  is,  for  example,  the  leader 


Sundstrand 
Chairman 
Harry  Stonecipher 
He  doubled 
profit  margins 
to  14%.  Now 
he's  shooting 
for  16%. 
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aircraft  electrical  power  systems — al- 
ternators driven  by  each  of  an  airlin- 
er's engines.  Stonecipher  reinforced 
this  lead  with  the  $125  million  acqui- 
sition earlier  this  year  of  Westing- 
house's  Electrical  Systems  Division. 

What  brought  the  old  Sundstrand 
down  was  its  practice  of  low  bidding 
on  cost-plus  defense  work  to  get  the 
contract,  and  then  hoping  to  make  up 
the  loss  through  contract  overruns,  or 
overcharging  for  spare  parts.  Now  the 
company  bids  fixed  prices  and  avoids 
contracts  where  the  bidding  is  so  tight 
that  profits  are  iffy.  "We're  a  much 
stronger  company  today,"  Stone- 
cipher  says.  "Under  our  old  structure 
the  present  downturn  would  have 
heljreally  done  some  damage." 

In  1989  Stonecipher  formed  a  joint 
venture  with  a  French  company,  La- 
binal  S.A.,  that  gave  Sundstrand  new 
technology  in  what  are  called  auxiliary 
power  units  (apus),  small  jet  engines 
that  generate  power.  All  modern  air- 
liners have  a  separate  APU  to  provide 
backup  power  when  their  engines  are 
not  running.  It  is  a  $1  billion  market 
dominated  by  Allied-Signal's  Garrett 
division.  Sundstrand  has  already  won 
significant  contracts  from  Lufthansa, 
United  Airlines  and  International 
Lease  Finance  Corp.  to  provide  APUs 
for  recently  ordered  Boeing  737s  and 
Airbus  A320s. 

Sundstrand's  data  control  division 
has  developed  a  new  form  of  black 
box  (actually  orange),  the  device  that 
stores  cockpit  conversations  and 
flight  information  for  use  in  investi- 
gating plane  crashes.  Sundstrand's 
new  solid-state  boxes  are  lighter,  hold 
more  information  and  have  a  better 
chance  of  survival. 

But  even  with  these  new  products, 
Stonecipher  knows  that  aerospace  is 
unlikely  to  provide  much  growth  at  all 
in  the  next  couple  of  years.  And  long- 
er term,  growth  may  be  no  more  than 
4%  to  6%  a  year.  He  also  knows  that 
the  number  of  new  plane  designs  in 
the  years  ahead  will  be  far  smaller  than 
in  the  past.  So  he  is  now  pinning  most 
of  his  hopes  for  growth  on  the  compa- 
ny's industrial  division.  "I  went  to  my 
first  chemical  pump  show  last  year," 
he  says.  "It  was*  bigger  than  any  air- 
show  I've  seen." 

The  industrial  division  operates  in 
three  areas:  industrial  pumps;  gears 
used  in  grinding  machines  and  to  turn 
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Lifelike  sound 

from  Virtually 

Invisible  speakers? 

The  Answer  Is  Acoustimass 
Speaker  Systems 


"...its  powerful,  room-filling  sound 
emerges  from...speakers  that  could 
easily  be  held  on  the  palm  of  one's 
hand..."  -  Julian  Hirsch,  Stereo  Review,  1991 


The  Bose 

Acoustimass-5  Series  II 
Speaker  System 

Replace  your  bulky, 
outdated  speakers  with 
Bose  breakthrough 
speaker  technology, 
and  your  eyes  won't 
believe  your  ears. 

Save  $100 

For  a  limited  time,  save 
at  least  $100  when  you 
replace  your  old 
speakers  with  black  or 
white  Acoustimass-5 
speakers  at  participat- 
ing authorized  dealers. 
For  details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  158 

USA  and  Canada,  Weekdays 
8.30AM-9PM;  Saturday  9AM-5PM  (ET) 


Better  sound  through  research.. 


©  1992  Bose  Corporation.  The  Mountain. 
Frammgham.  MA  01701-9168  USA 


In  1991,  one  company's  assets 
GREW   40%   IN  a  recession  year. 
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.Wall  Street  brokerage  firms  have  instituted  a  variety  of  new  fees... 


n 


-The  Wall  Street Journal,  April  27, 1992 


"I  Needed  A  Broker 
Whose  Fees  Are 
Under  Control'.' 


That's  Why 1 Switched  lb  Fidelity  Brokerage 


No  Annual  Account  Fees 
No  Inactivity  Fees 
No  Postage  Fees 
NoClose-OutFees 


At  Fidelity  You'll  Find 
Big  Commission  Savings- 
And  That's  Just  The  Start 

100  Shares       500  Shares 
@  $50              @  $30 

FidelityP/us 

$54            $126 

Merrill  Lynch 

$100             $293 

Shearson 

$107             $316 

Fidelity 
Saves  You... 

$46-53     $167-190 

Are  You  Paying  Too  Much  Now? 

When  you're  already  paying  substantially  higher  commissions  on 
brokerage  trades,  you  shouldn't  have  to  pay  a  lot  of  extra  fees,  too. 
But  that's  exactly  what  many  investors  with  full-cost  brokers  are  now 
facing.  If  you're  tired  of  seeing  more  and  more  of  your  money  going  to 
places  other  than  your  own  bottom  line,  Fidelity  Brokerage  can 
show  you  a  better  way. 

Lower  Commissions  From  Lower  Costs 

Fidelity's  hands-on  processing  system  lets  us  control  both  quality 
and  costs.  We  can  report  back  to  you  immediate  execution  of  listed 
market  orders,  and  we'll  often  even  confirm  your  trades  while 
you're  still  on  the  phone.  The  result  for  you  is  much  lower  trading 
commissions  than  you  may  be  used  to  paying-up  to  76%*  less  com- 
pared to  full-cost  brokers. 

What  You  Really  Want  From  A  Broker 

At  Fidelity  Brokerage,  you  can  expect  a  fast,  accurate  trade 
at  a  fair  price.  No  account  fees,1  no  sales  pressure,  just  the  informa- 
tion and  service  you  need,  anytime  of  the  day  or  night.  Call  for  a  free 
fact  kit  and  start  finding  out  why  Fidelity  Brokerage  is  a  better  value 
for  your  brokerage  needs. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 


Fidelity 


investments 

Discount  Brokerage 

Common  sense.  Uncommon  results. 


*76%  savings  based  on  an  April  1992  survey  of  full-cost  brokers.  Minimum  commission  $.W.  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  Street,  Boston,  MA  021 10 
Member  NYSE,  S1PC.  'There  may  be  fees  for  special  account  services.  There  is  a  $20  annual  fee  for  IRA  accounts. CODE:  FORB/PLU/112392 


jndstrand 

>nveyer  belts  at  mining  and  cement 
>mpanies;  and  compressors,  small 
les  used  to  power  pneumatic  ham- 
ers  and  sandblasting  equipment  and 
rger  ones  used  to  run  equipment  in 
jspitals. 

The  industrial  division  now  ac- 
►unts  for  40%  of  Sundstrand's  sales, 
from  27%  when  Stonecipher  took 
/er.  Much  of  this  growth  has  come 
3m  a  couple  of  acquisitions  made  in 
e  last  two  years. 

The  most  important  addition  was 
lilton  Roy  Co.,  which  makes  pumps 
;ed  to  meter  out  specific  amounts  of 
aids  in  chemical  and  oil  refineries, 
his  acquisition  more  than  doubled 
ump  sales,  to  $240  million. 
Stonecipher  is  also  in  the  process  of 
panding  distribution  in  the  Far  East 


Stonecipher  is  pinning 
his  hopes  for  growth  on 
the  industrial  division. 
"I  went  to  my  first 
chemical  pump  show  last 
year.  It  was  bigger  than 
any  airshow  I've  seen." 


id  manufacturing  in  Europe.  And, 
this  end,  his  other  industrial  prod- 
its  acquisition  was  Maco-Meudon,  a 
ench  maker  of  compressors  used  in 
mstruction. 

As  with  his  skeet  shooting,  Stone  - 
lipher's  almost  obsessive  brand  of 
anagement  takes  a  while  to  produce 
suits.  Operating  earnings  are  ex- 
:cted  to  be  flat  this  year,  at  around 
?  per  share.  That  will  turn  into  a 
sappointing  $2.60  a  share  net  loss 
ter  a  big  accounting  charge  associat- 
1  with  retirees'  medical  benefits  is 
ken  into  account.  Next  year, 
ough,  the  consensus  is  that  Sund- 
rand  will  rebound  to  around  $3.40 
share. 

Stonecipher  has  a  colorful  way  of 
/isting  and  mixing  a  phrase.  "Every 
le  of  my  managers  knows  that  the 
ay  you  say  motherhood  is  to  pro- 
ace  16%  operating  margins,"  Stone - 
>her  says.  Then  he  goes  nautical. 
»Ve  may  be  tacking,  but  we  know 
actly  the  course."  To  mix  in  yet 
lother  metaphor,  he  is  bound  and 
rtermined  that  Sundstrand  under 
s  management  will  win  more  than  a 
w  corporate  trophies.  M 
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Superb  sound, 
pure  and  simple? 

The  Answer  Is 
Lifestyle*  Music  Systems 


'Wo  visible  speakers,  no  stack  of 
components,  nothing  that  looks  like 
sound  equipment... .Hit  the  start  button 
and  suddenly  the  room  fills  with  music  of 
exemplary  clarity  and  fullness." 

-  Hans  Fantel,  The  New  York  Times,  1990 


The  Bose  Lifestyle 
lusic  System 

teplace  your  bulky, 
)utdated  stereo  with 
Bose  breakthrough 
technology.  It  will 
change  the  way  you 
enjoy  music. 

Save  $200 

For  a  limited  time,  save 
at  least  $200  when  you 
replace  your  stereo 
with  a  Lifestyle"  system 
with  powered  Acousti- 
mass"-5  speakers  in 
black  or  white.  For 
details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  159 

USA  and  Canada.  Weekdays 

8  30AM-9PM;  Saturday  9AM-5PM  (ET) 


Better  sound  through  research. 


<t  1992  Bose  Corporation,  The  Mountain. 
Framingham.  MA  01701-9168  USA 


Its  investment  portfolio  is 
the  strongest  in  its  industry 
By  a  wide  margin. 


STARTING  YOUR  OWN  RUSINESS 


Even  in  a  prosaic  business  like  plastic  rulers  there  is 
plenty  of  drama  and  opportunity.  Consider  Bruce 
Shapiro  and  his  Creative  Works. 

Mr.  School  Tools 


By  Marcia  Berss 

Bruce  Shapiro  loves  to  demonstrate 
the  weaknesses  of  his  competitors' 
products.  "American  manufacturers 
of  school  supplies  are  compromis- 
ing," he  declares,  nervously  fingering 
one  competitor's  plastic  ruler.  "They 
do  everything  to  make  things  cheap- 
er. They  forget  maybe  the  customer 
wants  better."  With  that  he  snaps  the 
ruler  in  half.  Jagged  shards  fly.  "If  a 
kid  did  that  in  school,  these  projectiles 


could  ..."  Rather  than  finish  the 
sentence,  Shapiro  lets  a  visitor  imag- 
ine the  worst. 

Shapiro's  school  supplies  firm, 
Northbrook,  111. -based  Creative 
Works,  Inc.,  also  makes  rulers.  But 
they're  made  in  the  U.S.  of  durable 
plastic;  they  won't  break,  and  carry  a 
lifetime  guarantee.  They  also  retail  at 
around  $2,  three  times  as  much  as 
competitors'  cheap  Asian-made  rul- 


Bruce  Shapiro  of  Creative  Works 

While  demonstrating  the  safety  of  his  scissors  to  bankers,  showman  Shapiro 

tried  to  cut  his  hair  and  tie— and  failed. 


ers.  Despite  the  price  differential,! 
however,  Shapiro's  Creative  Works,! 
which  he  started  just  three  years  ago,  I 
will  probably  sell  $3  million  worth  of! 
rulers,  scissors  and  other  school  tools  I 
this  year,  mainly  through  such  big  and  I 
demanding  retailers  as  Wal-Mart I 
•Stores  and  Kmart.  Pretax  profit  mar- 1 
gins:  around  17%. 

Shapiro  was  an  independent  sales  J 
representative  for  U.S.  school  supplyl 
makers  in  the  early  1980s.  As  thej 
dollar  shot  up,  his  key  customers,  like  I 
Walgreen,  the  nation's  biggest  drug-  j 
store  chain,  began  buying  rulers,  pro- 1 
tractors  and  compasses  from  Asian  I 
makers  for  half  Shapiro's  prices. 

To  survive,  in  1986  Shapiro  went  I 
to  Hong  Kong  to  develop  a  direct! 
import  line  for  his  smaller  customers.  I 
This  side  venture  became  central  in  I 
1988  when  a  big  U.S.  line  carried  by  I 
Shapiro  was  sold  and  the  independent! 
reps  like  Shapiro  were  axed. 

Shapiro  needed  a  product  with] 
higher  margins  than  cheap  plastic  rul- 1 
ers  to  recoup  the  income  he  had  lostj 
with  the  big  account.  He  found  thel 
product  at  a  French  trade  show:! 
brightly  colored,  high-quality  plastic  I 
scissors  that  cut  paper  but  not  hair,] 
cloth  or  skin,  a  product  more  durable,! 
safe  and  colorful  than  school  scissors] 
available  in  the  U.S. 

Shapiro  took  home  a  sample  of  the 
scissors  and  showed  it  to  a  Walgreen 
buyer.  She  asked  the  price.  Shapiro 
hadn't    gotten    a    quote    from    thej 
French  maker,  so  he  guessed  at  aj 
number:  76  cents  a  pair.  The  buyer! 
ordered  100,000  pairs. 

Shapiro  rushed  back  to  France  tol 
place  the  order,  and  found  he  had  I 
guessed  well.  The  manufacturer's! 
price:  34  cents.  Shapiro  says  he  was  sol 
elated  that  he  began  planning  to  buy  a 
new  house. 

While  in  France,  Shapiro  negotiat-l 
ed  exclusive  representation  for  North] 
America  with  the  manufacturer.  On] 
return,  he  took  out  a  $200,000  line  of! 
credit,  using  his  house  as  collateral,  tol 
develop  packaging  and  promotion. 

Then     things     unraveled.     Three 
weeks  after  returning  from   France, 
Walgreen  called  Shapiro  to  tell  hi  ml 
someone  else  was  selling  the  scissors 
he  supposedly  had  as  an  exclusive 
Miffed,  Shapiro  stormed  to  Asia  to! 
get  the  French  scissors  knocked  off] 
Weren't  they  stamped  patented?  Yes. 
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but  that  didn't  stop  Shapiro.  He  hired 
a  patent  lawyer  who  said  he  couldn't 
find  the  French  company's  patent 
filed  in  the  U.S. 

Shapiro  figured  that  if  the  scissors 
were  so  successful,  he  could  execute 
designs  and  use  cheap  Asian  labor  to 
improve  other  school  tools.  He  devel- 
oped the  unbreakable  ruler,  a  plastic 
compass  without  a  dangerous  metal 
pinpoint,  and  a  protractor. 

In  1990  Shapiro  sold  $300,000 
worth  of  scissors.  It  was  a  promising 
start,  but  he  needed  working  capital. 
The  banks  wouldn't  touch  him,  so 
Shapiro  raised  $125,000  from  rela- 
tives and  friends  who  were  promised 
10%  on  their  money  plus  a  slice  of  any 
profits.  That  capital  was  enough  to 
make  samples  and  promotional  mate- 
rials for  the  new  ruler,  compass  and 
protractor.  Shapiro  pitched  these, 
plus  his  scissors,  to  Kmart  buyer  Mi- 
chelle Miladinov.  She  liked  what  she 
saw.  "Creative  Works,"  she  says,  "has 
put  fun  and  fashion  into  boring,  basic 
school  supplies." 

Kmart  committed — but  did  not 
sign  a  purchase  order — to  order  Sha- 
piro's four  products  for  its  1991  back- 
to-school  season.  To  produce  the 
goods  Shapiro  needed  serious  money, 
about  $1  million.  But  without  the 
signed  purchase  order,  he  couldn't 
raise  working  capital  against  receiv- 
ables. What  to  do?  He  placed  the 
Kmart  order  with  his  Asian  supplier 
but  told  the  supplier  he  couldn't  pay 
until  Kmart  paid  him.  The  supplier 
trusted  him. 

Shapiro  decided  he'd  better  get  his 
finances  in  order.  A  friend  pointed 
him  to  a  law  firm,  which  in  turn, 
introduced  him  to  venture  capital 
firms.  At  one,  he  found  a  kindred 
spirit  in  Louis  Yaseen,  cofounder  of 
Dove  Bar  International,  the  premium 
ice  cream  business  Yaseen  sold  to 
candymaker  Mars  in  1986.  Like  Dove 
Bar,  Creative"  Works  was  styling  itself 
as  the  premium  good  in  a  commodity 
world.  Yaseen  offered  managerial  help, 
which  Shapiro  knew  he  needed. 

"I  learned  after  two  years  that  there 
are  areas  I'm  real  deficient  in,"  says 
Shapiro.  "I'm  good  in  sales  and  mar- 
keting, but  when  it  comes  to  dollars 
and  cents,  I  need  help.  Someone  has 
to  say  to  me,  'You  have  to  have  a 
budget.'  " 

Yaseen  and  his  group  took  on  that 
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a  Virtually  Invisible 
stereo  system? 

The  Answer  Is 


■Lnm^rihmdffiME^ 


"The  sound  of  the  Lifestyle® 
Music  System  was  superb  from 
both  FM  and  CD."  -  Julian  Hirsch, 
Sound  &  Image  Magazine,  Summer  1990, 
about  the  original  Lifestyle®  music  system 


The  Bose  Lifestyle* 
Music  System 

Replace  your  bulky, 
outdated  stereo  with 
Bose  breakthrough 
technology  that  will 
change  the  way  you 
enjoy  music. 

Step  Up  Now  And  Save 

For  a  limited  time,  save 
at  least  $150  when  you 
replace  your  old  stereo 
with  a  Lifestyle""  system 
with  new  black  or  white 
powered  Acoustimass:-3 
speakers.  At  participat- 
ing authorized  dealers. 
For  details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  160 

USA  and  Canada,  Weekdays 
8:30AM-9PM;  Saturday  9AM-5PM  (ET) 


Better  sound  through  research,. 


©  1992  Bose  Corporation.  The  Mountain 
Frammgham,  MA  01701-9168  USA 
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It  has  received  the  highest 

possible  ratings  from 

Standard  &  Poor's,  A.M. 

Best  and  Duff  &  Phelps.* 
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INTRODUCING 

THE  SIMPLIFIED  KEOGH 


THE  NEW  T.  HOWE  PRICE  SIMPLIFIED  KEOGHSM  OFFERS  A  STREAMLINED 
APPROACH  TO  RETIREMENT  SAVINGS 

Until  now,  small  business  owners  and  self-employed  individuals  looking  for  a  Keogh  often 
found  plan  setup  and  administration  a  hassle.  Now,  the  new  T.  Rowe  Price  Simplified 
Keogh  makes  this  easier. 

Maximum  tax  advantages  with  minimal  effort. 

The  Simplified  Keogh  still  lets  you  contribute  pretax  income  of  up  to  $30,000  that  grows 
tax-deferred  until  withdrawal.  But  with  our  ready-to-adopt  Keogh  Profit  Sharing  Plan  and 
Keogh  Money  Purchase  Pension  Plan,  there  is  no  lengthy  application  to  complete.  And 
you'll  find  running  these  plans  simpler  than  most  other  Keoghs. 

Flexibility  now  and  in  the  future. 

To  set  up  your  Keogh,  you  can  choose  from  32  of  our  no-load  mutual  funds.  Whether  your 
investment  style  is  conservative  or  aggressive,  whether  you're  planning  to  retire  in  5  years 
or  25  years,  you'll  find  investments  to  meet  your  retirement  goals.  And,  as  those  goals 
change,  you  can  adjust  your  investments  with  just  a  phone  call. 

The  experience  of  retirement  plan  experts. 

T.  Rowe  Price  pioneered  retirement  plan  administration  for  the  mutual  fund  industry  and 
continues  to  be  a  leader  today.  This  expertise  stands  behind  our  Keogh  plans.  As  a  share- 
holder, you'll  have  toll-free  access  to  our  retirement  specialists,  who  are  available  to 
answer  investment  and  plan  questions. 

Call  for  more  information  and  our  free  guide. 

To  take  advantage  of  Keogh  tax  benefits  for  the  1992  tax  year,  you  must  set  up  your  plan 
no  later  than  December  31,  1992.  To  help  you  decide  which  Keogh  is  right  for  you,  call  for 
our  free  guide,  The  Small  Business  Owner's  Guide  To  Keogh  Plans.  This  informative  publi- 
cation will  help  you  better  understand  Keogh  plans  and  how  they  may  meet  your  retire- 
ment goals. 


Call  for  more  information  and  a  free  guide 

1-800-831-1356 


Invest  With  Confidence 

T.RoweRice 


KE00167 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you 
investor  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


>le.  They  also  paid  $700,000  for  42% 
Creative  Works'  equity  and  ar- 
nged  for  a  $  1 . 3  million  line  of  cred- 
!.  Shapiro  still  owns  35%  of  his  com- 
my;  his  family  and  friends  own  the 
maining  23%. 

i  Yaseen  backed  a  winner.  Creative 
7orks  sold  so  well  during  the  back- 
)-school  season  last  year  that  Kmart 
)mmitted  to  carry  it  throughout  the 
:ar.  In  1991  sales  more  than  dou- 
jed,  to  $680,000. 

With  permanent  financing,  Shapiro 
)proaehed  Wal-Mart.  Impressed 
ith  his  promotional  materials  in  a 
usiness  with  little  promotion,  Wal- 
lart's  school  supplies  buyer  agreed 
carry  his  line.  Wal-Mart  also  urged 
lapiro  to  manufacture  in  the  U.S., 
a  option  Shapiro  was  already  consid- 
ing.  With  his  premium  product,  he 
eeds  better  quality  control  than  what 
i  gets  from  Asia.  Moreover,  with 
gher  resin  costs  abroad  (resin  is 
nported  from  the  U.S.),  plus  5.8% 
uty,  10%  freight  charges  and  costs 
sociated  with  letters  of  credit  (re- 
uired  when  buying  abroad),  Shapiro 
dieves  he  can  manufacture  in  the 
S.  at  the  same  cost  as  in  Asia, 
$spite  much  higher  U.S.  labor  out- 
ys.  Creative  Works  now  manufac- 
lres  primarily  in  the  U.S. 
That  won't  stop  Shapiro's  competi- 
)rs  from  trying  to  beat  him  on  cost, 
ays  one  rival:  "We  make  the  basic 
gly  compass,  and  we're  considering 
locking  off  their  [Creative  Works'] 
roducts  in  the  Orient,  at  50%  of  their 
)st."  Shapiro  knows  firsthand  the 
nits  of  relying  on  patent  protection, 
istead,  he  says  he'll  fight  back  by 
iding  new  products  to  his  line — 
eluding  a  pencil  sharpener  that  can 
indie  crayons  and  multiple  sizes  of 
:ncils. 

With  1992's  back-to-school  season 
;hind  him,  Shapiro  figures  sales  this 
:ar  will  be  nearly  $3  million,  and 
'11  be  profitable  for  the  first  time, 
irning  about  $500,000  pretax, 
^hat  if  Kmart  and  Wal-Mart,  which 
present  about  70%  of  Creative 
forks'  revenues,  decide  to  drop  his 
ie  and  pick  up  his  competitors'? 
ver  the  self-confident  salesman,  Sha- 
ro  answers:  "Then  I  go  to  the  rest  of 
ie  world  and  try  to  make  up  that 
jsiness."  Such  an  attitude  is  a  pre- 
quisite  for  anyone  interested  in 
rting  his  or  her  own  business.    H 
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He  offered  me  his  red  leather  chair 

and  said  "Congratulations,  Mr.  Chairman! 

We  were  in  the  boardroom. 


Or  was  it  The  St.  Regis? 


NEW         YORK 


An  ITT  Sheraton  Luxury  Hotel 


FIFTH  AVENUE  AT  55TH  STREET,  NEW  YORK,  NY  10022-TEL  212.753.4500,  TELEX  148368,  FAX  212.787.3447 
FOR  RESERVATIONS  CALL  TOLL  FREE  800-759-7550  OR  YOUR  TRAVEL  SPECIALIST 


no  wonder  it's 
the  fastest-growing  life 

insurance  company  in 
America."  Hartford  Life. 

In  these  uncertain  times, 
policyholders  and  investors  seek  financial  strength  and 

stability.  The  ITT  Hartford  Life  Insurance 

Companies  offer  a  conservative  investment  strategy  and 

a   182-year  tradition  of  strength  and   trust. 


*  Standard  &  Poofs  AAA,  Duff  &  Phelps  AAA.  A.M.  Best  A++      TTT    H  ARTFO  R  D 

"  Among  America's  top  20  life  insurance  companies,  -I— E.J-    I  ini\l      WIXL' 


Like  their  counterparts  in  Hollywood,  sports  agents  are 
seizing  control  of  the  business.  But  are  their  clients' 
interests  necessarily  well  served? 

You  want 
Michael  Jordan? 
You  gotta  take 
Boomer  Esiason 


By  Peter  Newcomb  and  Liz  Comte 

In  the  fall  of  1987,  Ivan  Lendl, 
then  the  number-one-ranked  men's 
tennis  player  in  the  world,  sued  his 
managers,  Washington,  D.C. -based 
ProServ  Inc.,  one  of  the  country's 
biggest  agencies  for  professional 
athletes. 

What  had  ProServ  done  to  so  pro- 
voke its  celebrity  client?  Lendl  was 
incensed  with  a  tactic  ProServ  em- 
ployed when  booking  him  to  play  in 
various  exhibition  matches  around 
the  world.  The  tactic  is  called  packag- 
ing, and  it  works  like  this: 

Say  a  promoter  budgets  $250,000 
to  get  Lendl  to  play  in  a  tournament. 
The  promoter  calls  ProServ,  which 
agrees  to  deliver  its  client,  Lendl. 

But  Lendl  doesn't  get  the 
$250,000.  As  part  of  their  deal  with 
the  promoter,  the  agents  agree  to 
deliver  one  of  their  lesser-known  cli- 
ents— let's  call  him  John  Glotz — 
along  with  Lendl.  The  promoter 
doesn't  particularly  want  Glotz,  but  is 
willing  to  let  him  play  as  part  of  the 
price  of  getting  Lendl. 

The  agent  then  splits  the  promot- 
er's fee  between  Lendl  and  Glotz.  As 
star,  Lendl  would  typically  get 
$200,000,  with  $50,000  going  to  the 
unknown.  But  that's  before  the 
agent's  cut — probably  10%  of  Lendl 's 
income,  and  20%  of  Glotz's  income. 

Bottom  line:  From  the  promoter's 
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$250,000,  the  agent  gets  $30,000, 
Glotz  gets  $40,000  and  Lendl  gets 
$180,000— despite  the  fact  that  the 
promoter  was  willing  to  pay 
$250,000  for  Lendl  alone. 

Was  Lendl  getting  ripped  oft)  Ap- 
parently he  thought  so  in  1987,  when 
he  sued  ProServ  for  this  kind  of  pack- 
aging practice.  The  suit  was  settled 
out  of  court.  Lendl,  who  has  earned 
over  $18  million  in  prize  money,  sev- 
ered his  ties  with  ProServ  and  formed 
his  own  management  business.  Now, 
whatever  a  tournament  promoter  is 
willing  to  pay  to  get  Lendl  goes 
to  Lendl. 

Packaging,  or  tie-in  marketing, 
isn't  new.  During  WWII  gin  was  plen- 
tiful, but  Scotch  was  scarce;  distribu- 
tors with  Scotch  would  force  liquor 
stores  to  take  lots  of  their  high-mar- 
gin domestic  gin  in  order  to  get 
Scotch.  Likewise,  Hollywood  studios 
used  to  sell  their  movies  in  bulk  to  the 
theaters.  In  1939,  when  Gone  With 
the  Wind  was  ready  to  open,  MGM 
would  make  theater  owners  commit 
to  exhibit  a  handful  of  less  lucrative 
titles.  Block-booking  went  on  until 
1947,  when  it  was  outlawed  by  the 
Supreme  Court.  Today  big  I  lolly- 
wood  talent  agencies  like  Michael 
Ovitz's  Creative  Artists  Agency  rou 
finely  package  their  big-name  stars 
with  directors,  writers  and  other  a*. 


tors,  some  of  whom  they  represen 
Only  fairly  recently  has  tie-in  market 
ing  invaded  the  sports  arena. 

Here's  another  example  of  ho* 
packaging  enables  the  sports  agents  t 
flex  their  marketing  muscle.  Fou 
years  ago  Sara  Lee's  Hanes  divisioi 
wanted  to  hire  basketball  star  Michac 
lordan  to  pitch  its  men's  underwea 
line.  Sara  Lee  President  Paul  Fulto 
approached  Jordan's  agent,  Davi 
Falk.  Hanes  wanted  Jordan,  perioc 
but  Falk  argued  that  Hanes  shoul 
create  a  campaign  around  Jordan  .m> 
several  other  athletes.  Reluctant!] 
Hanes  agreed.  A  list  of  five  pro  sport 
names  was  submitted  to  Hanes. 

If  Hanes  had  to  take  more  tha 
Jordan,  the  company  wanted  a  Jordai 
team-up  with  Miami  Dolphins  quat 
terback  Dan  Marino.  A  sensibl 
choice,  Marino  is  one  of  the  Nation? 
Football  League's  best  quarterback; 
an  athlete  with  years  of  national  tele* 
sion  exposure  and  advertising  ex  per 
ence  from  hawking  products  like  Isc 
toner  gloves. 

But  Marino  had  a  drawback:  H 
wasn't  one  of  Falk's  clients. 

Falk  began  pushing  for  Cincinna 
Bengals  quarterback  Boomer  Esia 
son.  Esiason  had  little  advertising  ex 
perience  and  wasn't  much  known  b 
national  audiences.  But  he  was  a  Fal 
client.  Finally,  after  much  haggling 
the  Hanes  agency  ended  up  with  Jot 
dan — whom  they'd  wanted — an 
Esiason — whom  they  hadn't — alon 
with  some  other  lesser  names,  I.c 
Angeles  Raiders  lineman  Howi 
long  and  Seattle  Seahawks  reccivi 
Steve  Largcnt. 

The  big  winner:  David  Falk,  wh 
was  able  to  use  his  control  over  diet 
Michael  Jordan  to  force  Hanes  int 
paying  a  nice  endorsement  fee  ( proj 
ably  around  $300,000)  to  a  secon 
client,  Boomer  Esiason. 

Other  forms  of  tie  in  marketin 
have  become  pervasive  in  the  spot 
trade.  When  CBS  paid  $1.1  billion  t 
the  National  Collegiate  Athletic  A* 
sociation  in  1989  for  the  rights  to  I 
NCAA  basketball,  it  also  agreed  t 
broadcast  eight  hours  annually  of  oil 
er,  lower  interest  collegiate  sport 
like  lacrosse  and  women's  volleybd 
(  i;s  was  really  interested  only  in  ba 
ketball.  But  the  \i  \\  insisted  on  tl 
tie  in  as  a  way  to  generate  some  e\i> 
income     tor    collegiate    sports    th. 
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aren't  widely  televised. 

Who  pays?  In  essence,  the  advertis- 
ers who  buy  time  on  the  NCAA  basket- 
ball games. 

The  College  Football  Association 
successfully  built  several  Division  I-A 
schools  into  collegiate  football  pow- 
erhouses through  such  packaged  tele- 
vision exposure.  While  CBS,  and  now 
ABC,  was  eager  to  air  games  featuring 
perennial  gridiron  powers  like  Miami 
and  Oklahoma,  the  cfa  made  the 
broadcast  rights  conditional  on  the 
networks'  agreeing  to  show  some 
games  played  by  nonpowerhouse 
teams  like  Maryland.  While  the  ar- 
rangement garnered  recognition  and 
revenue  for  the  smaller  schools,  Notre 
Dame,  for  one,  felt  it  could  do  better 
solo.  The  school  inked  a  $35  million 
deal  with  NBC. 

Are  there  antitrust  implications  in 
the  marketing  power  the  sports 
agents  exert  over  clients  and  advertis- 
ers when  they  package  their  clients? 
Perhaps.  Observes  Mark  Leddy,  an 
antitrust  litigator  with  New  York- 
based  law  firm  Cleary  Gottlieb:  "This 
looks  like  block- booking  of  sports 
personalities,   with    Gone    With   the 
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IF  YOU  ARE 

LOOKING  FOR  THE 

FINEST  WATCH 

IN  THE  WORLD,,, 


...SPEND  a  moment  with  us  in  the 
watchmaking  world  of  Patek  Philippe. 
We'll  introduce  you  to  an  art  you 
can  hardly  imagine  still  exists,  and 
you'll  never  look  at  a  watch  in  the 
same  way  again. 
No  other  watch  is  made  like  a 
Patek  Philippe.  While  the  demands 
of  precision  and  reliability  on  a 
mechanical  watch  are  extremely 
high,  on  a  Patek  Philippe  they  are 
simply  extreme.  To  meet  them,  our 
craftsmen  dedicate  their  professional 
lives  to  acquiring  skills  that  they 
alone  can  master.  It  could  be  the 
knack  of  poising  a  balance  wheel  so 
that  it  will  unfailingly  release  time 
at  a  regular  21,600  pulses  an  hour. 
Or  it  could  be  a  unique  metal  finish- 
ing technique  to  create  a  micro- 
mechan'cal  gear  train  that  will 
ease  time  forward  in  more  than  half 
a  million  friction-defying  steps  every 
24  hours,  year  after  year,  for  genera- 
tions to  come.  It  takes  our  watch- 
makers nine  months  of  intense  con- 
centration and  600  hours  of  testing  to 
complete  our  simplest  timepiece  - 
the  Patek  Philippe  gold  Calatrava 
wrist  watch  fig.  1. 

The  complexities  of  time 

Behind  the  classic  face  of  a  Patek 
Philippe,  our  mastery  of  time  reaches 
a  level  of  complexity  far  beyond  the 
capabilities  of  any  other  watchmaker. 


We  make  the  most  complicated 
timepiece  that  has  ever  been  built. 
The  Calibre  89  astronomical  clock- 
watch  fig.  2  takes  nine  unforgiving 
years  to  complete.  A  total  of 
1728  parts  and  429  subassemblies 
combine  to  coordinate  33  time- 
keeping functions,  ranging  from 
the  400-year  cycle  of  the  Gregorian 
calendar  to  a  split-seconds  chrono- 
graph. In  creating  this  vast  dimension 
of  time,  our  researchers  discovered 
mechanical  solutions  that  had  eluded 
watchmakers  for  centuries,  adding  to 
the  company's  continuous  tradition 
of  invention  fig.  3. 

A  Patek  Philippe  timepiece  -  whether 
simple  or  complicated  -  can,  with 
proper  care,  be  expected  to  work  for 
100  years  or  more.  Watches  we  made 
150  years  ago  are  still  working.  Wrist- 
watches  fetching  top  prices  at  auction 
are  almost  invariably  Patek  Philippes 
fig.  4.  And  if  a  further  guarantee  of 
quality  is  required,  it  is  in  the  hallmark 
stamped  on  most  Patek  Philippe 
mechanical  movements.  The  Geneva 
Seal  -  the  highest  possible  attestation 
of  fine  watchmaking  fig.  5. 

The  exquisiteness  of  the  master's  touch 

Our  watchmakers  work  with  the 
pride  of  true  craftsmen.  Although 
you  may  never  see  it,  they  decorate 
each  watch  movement  by  hand,  to 
give  it  the  proper  finish  it  deserves. 


But  for  your  eyes  they  reserve  the  ol 
human  art  of  all  -  the  art  of  adornm 
In  our  workshops,  chainsmiths  and 
goldsmiths  figs.  10  &11  manipulate 
gold  into  a  shimmering,  supple  bract 
fig.  6.  An  engraver  plays  with  light 
precisely  captured  in  soft  curves  and 
scrolls  fig.  7.  The  rarest  and  most 
precious  art  of  all,  a  miniature  painti 
in  enamel  fig.  8,  receives  its  luminot 
grace  from  the  brush  of  the  only 
Geneva  master  enameler  remaining  i 
this  discipline. 

A  timeless  design  for  lasting  pleasure 

Those  who  know  Patek  Philippe  say  \* 
design  not  for  fashion  but  for  posteri 
We  also  design  for  your  pleasure  -  in 
the  precision  work  of  a  hobnail  patte 
on  the  bezel  of  your  wristwatch  fig. 
or  the  alignment  of  gemstones  so  the 
light  up  a  room  fig.  12. 
Patek  Philippe  has  made  timepieces  ] 
available  in  the  United  States  since  th1 
1840's.  Some  of  the  spectacular  and 
historical  watches  are  on  exhibit  at  th 
Smithsonian.  However,  the  current 
collection  can  be  seen  at  select  fine 
jewelry  stores  in  major  U.S.  cities. 
Although  you  might  have  to  wait  for 
a  specific  model,  the  reward  is  incal- 
culable. Because  the  day  you  take 
delivery  of  the  world's  finest  watch 
fig.  13  will  be  the  first  day  of  a 
lifetime  of  pleasure. 
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fig.  1:  The  classic  face  ofPatek 
Philippe. 


fig.  2:  One  of  the  33  complica- 
tions of  the  Calibre  89 
astronomical  clock-watch  is  a 
satellite  wheel  that  completes  one 
SO  thl        revolution  every  400  years. 
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fig.  4:  Complicated  wristwatches 
circa  1930  (left)  and  1990. 
The  golden  age  of  watchmaking 
will  always  be  with  us. 


fig.  5:  The  Geneva  Seal  is 
awarded  only  to  watches  which 
achieve  the  standards  of 
horological  purity  laid  down  in 
the  laws  of  Geneva.  These  rules 
define  the  supreme  quality 
of  watchmaking* 


fig.  3:  Recognized  as  the 

most  advanced  mechanical 
regulating  device  to  date, 
Patek  Philippe's  Gyromax 
balance  wheel  demonstrates 
the  equivalence  of  simplicity 
and  precision. 


fig.  6:  Your  pleasure  in  owning 
a  Patek  Philippe  is  the  purpose 
of  those  who  made  it  for  you. 


fig.  7:  Arabesques  come  to  life 
on  a  gold  case-back. 
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fig.  8:  An  artist  working  six 
hours  a  day  takes  about  four 
months  to  complete  a  miniature 
in  enamel  on  the  case  of  a 
pocket-watch. 


fig.  9:  Harmony  of  design  is 
executed  in  a  work  of  simplicity 
and  perfection  in  a  lady's 
Calatrava  wristwatch. 


fig.  10:  The  chainsmith's  hands 
impart  strength  and  delicacy 
to  a  tracery  of  gold. 


fig.  11:  Circles  in  gold:  symbols 
of  perfection  in  the  making. 


fig.  12:  The  test  of  a  master 
lapidary  is  his  ability  to  express 
the  splendour  of  precious 
gemstones. 


PATEK  PHILIPPE 

GENEVE 

fig.  13:  The  discreet  sign  of 
those  who  value  their  time. 


For  an  elegant  collector's  book  about  Patek  Philippe  illustrating  our  men's  and  women's  watches,  send  $75  -  or  for  current  informative  brochures, 
please  write  to:  Patek  Philippe,  One  Rockefeller  Plaza,  Suite  930  (F/C),  New  York,  NY  10020. 


Sports  packaging 


Wind  being  substituted  for  by  Mi- 
chael Jordan." 

Still,  the  sports  business  is  competi- 
tive, the  stars  are  accessible  and  free  to 
leave  an  agent  who's  doing  badly 
by  them. 

Tennis  tournament  promoter  John 
Korffruns  the  Pathmark  Tennis  Clas- 
sic, an  annual  event  in  Mahwah,  N.J. 
Korff  thinks  the  tie-in  marketing  is, 
overall,  good  for  the  sport.  By  buying 
a  package  of  players,  he  can  fill  20 
spots  in  a  tournament  with  a  phone 
call  and  he  gets  the  box-office  draw  of 
a  top  player.  "I'll  take  a  couple  of 
Monica  Schwartzes,"  says  Korff,  "to 
get  a  Monica  Seles." 

But  Korff  says  the  agents  some- 
times flex  their  muscle.  When  they  do, 
he  calls  the  player.  "The  last  thing 
Stefano  Capriati  wants  to  hear  is  that 
his  daughter  Jennifer  lost  out  on 
$200,000  because  the  promoter  re- 
fused the  agent's  demand  that  he 
take,  say,  Betsy  Nagleson,"  Korff  says. 

Korffs  point:  Sports  celebrities  can 
walk  whenever  they  feel  they're  get- 
ting a  bum  deal  from  their  agents. 

After  his  ProServ  flap,  Ivan  Lendl 
hired  independent  businessman  Rob- 
ert Sunko  to  be  his  business  manager. 
As  a  small-scale  operator,  Sunko  can't 
offer  the  full  range  of  services  the  big 
agencies  do,  but  that's  no  big  prob- 
lem. He  simply  subcontracts  out 
Lendl's  accounting,  legal  and  some- 
times even  marketing  matters.  "We 
didn't  want  people  who  handle  the 
money  to  be  doing  any  of  the  audit- 
ing," Sunko  explains.  Another  exam- 
ple of  how  the  business  is  splintering: 
banker  Brown  Brothers  Harriman  & 
Co.  has  started  a  professional  athlete 
investment  service. 

With  the  enormous  escalation  of 
players'  salary  contracts  and  the  mil- 
lions of  dollars  being  negotiated  in 
endorsement  deals,  the  sports  agents' 
business  is  getting  more  competitive 
every  day.  But  the  competition  may 
well  cause  the  original  big  players  like 
International  Management  Group 
and  ProServ  to  drive  even  harder  tie- 
in  deals  with  advertisers.  Says  Philip 
Dusenberry,  chief  executive  of  bbdo 
New  York,  the  big  ad  agency:  "In 
advertising,  the  guy  with  the  most 
popular  athlete  wins."  The  agents 
know  that  the  best  way  to  keep  their 
celebrity  clients  is  to  make  lots  of 
money  for  them.  ■■ 


Roll,  Jordan,  roll 


Michael  Jordan 


In  this,  our  third  annual 
ranking  of  the  world's 
highest-paid  athletes, 
Chicago  Bulls  hoopster 
Michael  Jordan  tops  the 
list  with  an  annual  income 
of  $35.9  million,  only 
$3.9  million  of  which 
comes  from  playing  on 
the  team.  Unlike  many  of 
the  other  athletes  on  the 
list,  most  of  Jordan's  in- 
come comes  from  what 
he  does  off  the  court. 

Jordan's  multimillion- 
dollar  contract  with  Nike 
remains  the  most  lucra- 
tive deal  in  sports.  The  deal 
provides  him  with  a  guar- 
antee, plus  royalties  on 
shoes  and  clothing.  His 
estimated  take  from  Nike: 
about  $20  million  a  year. 
Contracts  with  Wilson 
Sporting  Goods,  Gator- 
ade,  Sara  Lee's  Hanes 
brand,  General  Mills, 
McDonald's  and  a  host  of 
other  companies  make  up 
the  rest.  David  Falk,  Jor- 
l  dan's  agent,  says  he  won't 
I  consider  any  deal  today  that 
isn't  worth  seven  figures 
and  guaranteed  for  several 
years.  Since  29-year-old 
Jordan  first  appeared  on 
our  list  in  1990,  he  has 
earned  $60  million  and  is 
still  in  his  prime. 

Tennis  player  Jim  Cou- 
rier is  the  highest-paid  new- 
comer on  the  list.  Courier 
won  the  Australian  Open 
and  defended  his  French 
tide  this  year;  as  the  num- 
ber-one player  on  the  As- 
sociation of  Tennis  Profes- 
sionals Tour,  he  will  qual- 
ify for  at  least  $500,000  in 
year-end  bonuses.  Now 
that  he's  proved  his  staying 
power,  his  endorsement 
income  is  starting  to  grow. 
Courier  recently  signed  a 
contract  with  Nike  worth 
about  $4  million  a  year, 


joining  Andre  Agassi  as  the  | 
athletic  shoe  maker's 
highest-paid  tennis 
endorser. 

Another  newcomer  is 
golfer  Fred  Couples,  who 
won  three  U.S.  tourna- 
ments, including  the  Mas- 
ters. Couples  should  earn 
about  $1.5  million  on  the 
course  this  year,  his  high- 
est career  winnings.  He 
earns  another  $5.5  mil- 
lion off  the  course  with 
salary  and  bonuses  from 
endorsement  deals  on 
clubs,  clothes  and  other 
products. 

Another  newcomer  is 
$6-million-a-year  Bobby 
Bonilla,  one  of  the  New 
York  Mets'  sluggers-for- 
hire  last  season.  As  with 
most  baseball  players,  who 
emerged  on  the  list  in 
force  this  year  as  a  result  of 
skyrocketing  salaries, 
Bonilla  earns  the  majority 
of  his  income  playing  the 
game. 

Thanks  primarily  to  the 
baseball  players'  rising  for- 
tunes, the  minimum  an- 
nual income  needed  to 
make  this  year's  best-paid 
athletes  list  grew  from  $3.9 
million  to  $4.6  million, 
causing  a  few  athletes  to 
drop  off  the  list.  But  some 
dropped  off  the  list  for  oth- 
er reasons. 

Most  notably,  former 
heavyweight  champ  Mike 
Tyson,  who  was  one  of 
the  highest-paid  athletes . 
last  year,  went  from  the 
boxing  ring  to  the  cell 
block  after  being  convict- 
ed of  rape.  Larry  Bird,  for- 
merly of  the  Boston  Celt- 
ics, retired.  And  teenage 
tennis  phenom  Jennifer 
Capriati  had  a  disappoint- 
ing season  last  year  and 
didn't  make  the  cut. 

-P.N.  and  L.C.  m 
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Rank 

Athlete 

Sport 

Salary  or 
winnings 

Other 

income 

($million)- 

Total 

1 

Michael  Jordan 

basketball 

$3.9 

$32.0 

$35.9 

2 

Evander  Holyfield 

boxing 

27.0 

1.0 

28.0 

3 

Ayrton  Senna 

auto  racing 

17.5 

5.0 

22.0 

4 

Nigel  Mansell 

auto  racing 

12.5 

2.0 

14.5 

5 

Arnold  Palmer 

golf 

0.1 

11.0 

11.1 

6 

Andre  Agassi 

tennis 

2.0 

9.0 

11.0 

7 

Joe  Montana 

football 

3.5 

6.0 

9.5 

8 

Jack  Nicklaus 

golf 

0.2 

9.0 

9.2 

9 

Jim  Courier 

tennis 

3.0 

6.0 

9.0 

10 

Monica  Seles 

tennis 

2.5 

6.0 

8.5 
8.2 

11 

Larry  Holmes 

boxing 

8.0 

0.2 

12 

Gerhard  Berger 

auto  racing 

7.5 

0.5 

8.0 

13 

Michael  Chang 

tennis 

1.5 

6.5 

8.0 

14 

Steffi  Graf 

tennis 

1.8 

6.0 

7.8 

15 

Wayne  Gretzky 

hockey 

3.0 

4.5 

7.5 

16 

Riccardo  Patrese 

auto  racing 

7.0 

0.5 

7.5 

17 

Stefan  Ed  berg 

tennis 

2.3 

5.0 

7.3 

18 

Greg  Norman 

golf 

0.2 

7.0 

7.2 

19 

George  Foreman 

boxing 

6.0 

1.0 

7.0 

19 

Julio  Cesar  Chavez 

boxing 

6.0 

1.0 
5.5 

7.0 
7.0 

21 

Fred  Couples 

golf 

1.5 

22 

David  Robinson 

basketball 

2.5 

4.2 

6.7 

23 

Magic  Johnson 

basketball 

2.5 

4.0 

6.5 

24 

Gabriela  Sabatini 

tennis 

1.5 

5.0 

6.5 

25 

Bobby  Bonilla 

baseball 

6.1 

0.2 

6.3 

26 

Dan  Marino 

football 

5.0 

1.0 

6.0 

27 

Nick  Faldo 

golf 

0.5 

5.5 

6.0 

28 

Pete  Sampras 

tennis 

1.6 

4.0 

5.6 

29 

Danny  Tartabull 

baseball 

5.3 

0.2 

5.5 

30 
31 

Roger  Clemens 

baseball 

4.6 

0.8 

5.4 

Dwight  Gooden 

baseball 

4.9 

0.5 

5.4 

32 

Ruben  Sierra 

baseball 

5.0 

0.1 

5.1 

33 

Ivan  Lendl 

tennis 

1.0 

4.0 

5.0 

34 

Patrick  Ewing 

basketball 

4.0 

1.0 

5.0 

35 

Frank  Viola 

baseball 

4.7 

0.3 

5.0 

36 

Lee  Trevino 

■  golf 

1.0 

4.0 

5.0 

37 

Will  Clark 

baseball 

4.3 

0.5 

4.8 

38 

Barry  Bonds 

baseball 

4.7 

0.1 

4.8 

39 

Doug  Drabek 

baseball 

4.7 

0.1 

4.8 

40 

Cecil  Fielder 

baseball 

4.5 

0.1 

4.6 

Jack  Nicklaus 


Jim  Courier 


Unold  Palmer 


Andre  Agassi 


Monica  Seles 
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There's  no  question  this  performance  sedan  carries  world-class  credentials.  And 
the  205-horsepower,  supercharged  Pontiac  SSEialso  delivers  the  control  and 
technology  of  a  performance-calibrated  4-speed  transmission,  Z-rated 
tires,  an  advanced  Head-Up  Display  and  more.  All  enjoyed  from  a 
driver's  cockpit  with  rich  leather  seating  areas.  The 
real  beauty  of  the  exhilarating  new  SSEiis  that 
you  get  this  driving  excitement  for  thousands 
less  than  Lexus  or  BMW*  But  then,  that's 
exactly  what  you  expect  from  the  performance 
specialists  at  Pontiac. 


•Bated  on  1992  MSRP  of  Lexus  LS400,  BMW  5  and 7 sarin.  Laval  of  emiipmoat  varies. 

POM  I  AC CARES  . .  with  an  extensive  3-year/3S,  000-mile,  ne-deduclible  warranty  (see  your  Ota 


nTMnFtftM  7"'m7/i7T7i TrnnFirmR.. 


Call  toll-free  1-800-762-4900  for  more  product  information  and  dealer  locations.  @»  Buckle  Up.  America!  i  5 1992  BM  fhrp.  All  rights  reserved. 
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Recticel's  partnership  with  Marshall  Cogan  lasted  two 
years.  Now  Recticel  is  getting  out  and  Cogan  is  getting  al 

Marshall 
makes  out 


By  Graham  Button 

Marshall  Cogan,  one  of  the  small- 
er-time dealsters  of  the  1980s,  has 
taken  some  lumps  in  the  1990s.  The 
chairman  and  majority  stockholder  of 
'21'  International  Holdings  (named 
after  Manhattan's  famous  2 1 '  restau- 
rant, which  the  holding  company 
owns)  has  been  selling  assets  to  pay 
down  the  conglomerate's  debt,  which 
once  loomed  near  SI. 2  billion. 

In  the  process,  Cogan  has  made 
some  bad  mistakes.  Example:  In  1990 
Cogan  sold  Knoll  International,  the 
furniture  maker,  to  Westinghouse 
Electric  Corp.  in  a  stock  swap  valued 
at  S 1 1 5  million.  Last  year  Cogan  sold 
the  shares  for  S70  million,  after  Wes- 
tinghouse's  share  price  tumbled  in 
the  wake  of  massive  writedowns  in  its 
finance  unit. 

But  Cogan  has  managed  to  make 
out  nicely  on  one  deal.  The  same,  alas, 
cannot  be  said  for  his  European  part- 
ners. Here's  the  story: 

In  1983  Cogan  and  his  former 
partner,  Stephen  Swid,  bought  a  man- 
ufacturer of  polyurethane  foam — the 
stuff  used  in   automotive   trim  and 


cushioning  for  furniture  and  carpet — 
and  called  it  Foamex.  The  duo  split  up 
in  1986,  with  Cogan  keeping  most  of 
their  conglomerate's  assets.  He  con- 
tinued to  buy  foam  companies  and 
built  Foamex's  sales  to  S422  million 
by  1989,  from  S82  million  in  1984. 

In  1990  the  Europeans  entered  the 
picture.  Belgium's  big  (1991  sales, 
SI. 5  billion)  Group  Recticel  is  one  of 
Europe's  largest  polyurethane  foam 
makers.  Recticel  owned  a  U.S.  foam 
business,  with  annual  sales  of  roughly 
SI 30  million.  But  the  U.S.  company 
was  floundering.  The  Belgians  fig- 
ured the  best  way  to  make  it  profitable 
was  to  hook  up  with  a  viable  U.S. 
foam  maker. 

In  July  1990  Recticel  struck  a  deal 
with  Cogan  to  merge  Recticel's  U.S. 
foam  operations  into  '21'  Interna- 
tional's Foamex. 

Cogan  drove  a  hard  bargain.  His 
'21'  International  contributed  its 
foam  making  assets  to  the  new  ven- 
ture. But  Recticel  contributed  cash  as 
well  as  assets  to  Foamex.  Recticel  also 
extended  nearlv  $170  million  in  loans 


'21'  International 
Chairman 
Marshall  Cogan 
Profiting  at  the 
Belgians'  expense. 
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to  Foamex  and  to  Cogan's  holdin 
company;  most  of  these  loans  wer 
later  converted  into  equity  in  Foam 
ex.  Cogan  even  got  the  partnership  t« 
assume  SI 36  million  of  outstandin 
'21'  International  obligations. 

When  the  dust  settled,  Rectia 
ended  up  with  51%  of  Foamex.  It  als 
received  an  option  to  buy  out  Cc 
gan's  interest  in  the  partnership  i 
October  1992  based  on  a  prearrange^ 
formula.  But  to  get  that  option,  Rec 
ticel  evidently  had  to  agree  to  giv 
Cogan  virtually  all  of  Foamex's  profit 
until  the  option  became  exercisable 
Last  year  '21'  International's  shar 
of  the  partnership  income  was  $2 
million. 

By  late  last  year  Recticel's  Europe 
an  business  was  doing  badly,  and  th 
Belgians  decided  to  get  out  of  Foam 
ex.  In  December  Recticel  sold  7%  o 
Foamex  to  Cogan's  '2 1 '  Internation 
al  for  S34  million  in  cash  and  note1 
Cogan  had  no  trouble  financing  th 
cash  portion — $19  million — of  th 
purchase:  Once  his  '21'  Internations 
became  Foamex's  majority  partner,  i 
paid  itself  $54  million  in  cash  distribu 
tions  from  Foamex. 

This  year  Recticel  and  Cogan  de 
cided  to  speed  up  their  divorce  pro 
ceedings.  Last  month  Foamex  sol< 
S276  million  worth  of  junk  bond* 
Cogan  used  around  $178  million  o 
the  proceeds  to  buy  back  all  but  abou 
9%  of  Recticel's  interest  in  Foame 
and  to  repay  some  outstanding  debt 
to  Recticel.  Annual  service  on  th« 
bonds  and  other  debt  will  come  I 
roughly  $37  million,  easily  covered  b' 
Foamex's  cash  flow. 

Bottom  line:  For  around  $190  mil 
lion,  Cogan  has  been  able  to  buy  4F 
of  a  company  that  this  year  will  hav 
an  estimated  cash  flow  of  $58  million 
on  sales  of  roughly  $500  million] 
Meanwhile,  Foamex's  cash  flow  an 
earnings  have  been  surging,  thanks  t 
improved  economic  conditions  in  thi 
year's  first  half  and  a  successful  a 
structuring  program  begun  in  199 
What's  more,  '21'  International  h 
already  taken  around  $80  million 
dividends  out  of  Foamex. 

Beginning  in  2005,  Recticel  has 
right  to  sell  its  remaining  9%  Foam 
interest   to  Cogan   for  $46  millio 
After  adjusting  for  inflation,  that 
leave  the  Belgians  deeply  in  the  h 

on  their  investment  with  Cogan 
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For  nearly  a  century  and  a  half,  the  Shield  has  been  poised 

not  to  do  battle  but  to  defend. 
Protecting  business  and  home,  property  and  possessions. 
A  worldwide  symbol  of  an  organization  with  a  rich  history 

as  legacy.  And  a  bright  future  as  promise. 
Strong.  Stable.  Steadfast. 
Royal  Insurance.  Your  shield  against  the  unexpected. 


Royal  Insurance 


rouR  Shield  against 
the  Unexpected. 


j&  J 
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he  strength  of  the  American  economy  is 
entirely  dependent  on  the  abilities  of  the 
American  worker.  In  that  regard,  we  are  fortunate. 
American  workers  now  produce  the  world's 
highest  Gross  Domestic  Output  per  employed 
person.  A  figure  that  is  not  only  the  highest  in  the 
world,  but  is  increasing  at  a  rate  faster  than  any 


other  country  in  the  industrialized  world. 

Unfortunately,  America  also  has  one  of  t 
highest  rates  of  unemployment. 

At  The  CIT  Croup,  we're  ready  to  help 
American  companies  put  workers  back  to  work 
As  America's  most  experienced  asset-based 
lender,  we  help  good  companies  unleash  the 
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value  of  their  assets  in  order  to  fulfill  their 
business  objectives.  In  fact,  this  year  we  will  make 
$4  billion  available  to  American  companies. 
These  funds  will  be  used  to  restructure  debt, 
purchase  or  lease  new  equipment,  and  generally 
implement  the  decisions  that  increase 
productivity  and  competitiveness. 


For  information  about  how  The  CIT  Group 
can  help  you,  call  1-800-545-5440. 

Americas 
Most  Experienced 
Asset- Based 
Lender. 


Despite  its  formidable  financial  problems,  Japan  still 
thinks  long  range.  It  is  making  remarkable  progress  in 
integrating  Asia  into  its  own  economic  system. 

Japan's  flying 
geese 


By  Joseph  Romm 

Do  you  think  that  Japan's  current 
financial  woes  make  her  a  less  formi- 
dable competitor?  Joseph  Romm 
doesn't.  The  Japanese  continue  to 
think  and  plan  long  term,  he  writes  in 
his  just  published  book,  The  Once  and 
Future  Superpower  (Morrow,  $23). 
Romm,  a  research  scholar  at  Rocky 
Mountain  Institute  in  Snowmass, 
Colo.,  says  that  Japanese  industry  is, 
in  effect,  integrating  the  eastern  Asian 
nations  into  a  latter-day  equivalent  of 
the  pre-World  War  II  "Greater  East 
Asian  Co-Prosperity  Sphere." 

The  following  is  an  edited  excerpt 
from  the  book. 

Japan's  regional  industrial  policy  in 
Asia  has  been  described  as  "flying 
geese  in  V- formation."  The  goal  is 
simplicity  itself:  to  integrate  the  Asian 
economies  into  an  economic  flock, 
with  Japan  at  the  head.  It  would  be 
followed  in  the  formation  by  the  Four 
Dragons — Hong  Kong,  Singapore, 
South  Korea  and  Taiwan — and  then 
four  of  the  members  of  the  Associa- 
tion of  Southeast  Asian  Nations 
(asean) — Indonesia,  Malaysia,  the 
Philippines  and  Thailand — together 
with  coastal  China  (and  eventually 
India,  Vietnam  and  Bangladesh). 

Japan  provides  leadership  and  di- 
rection and  produces  the  highest-val- 
ue-added products.  The  made-in-Ja- 
pan  products  might  be  luxury  cars  or 
state-of-the-art  consumer  products 
(camcorders,  laptop  computers,  even 
"thinking"  vacuum  cleaners  that  ad- 
just themselves  to  a  carpet's  dirt  level) 
that  are  cram-packed  with  microelec- 
tronics and  microprocessors. 

The  Four  Dragons  are  experienc- 
ing rising  wages  and  so  have  begun  to 


lose  cost-competitiveness  in  product 
requiring  much  labor.  So,  followin 
Japan's  lead,  they  are  expanding  u 
higher-value-added  items  like  ad 
vanced  electronics,  automobiles  anc 
semiconductors.  The  asean  coun 
tries,  at  the  rear  of  the  formation 
continue  to  be  primary  suppliers  o 
basic  materials  like  oil,  rubber  am 
timber,  but  they  are  also  manufactur 
ing  lower-value- added  products.  Fo 
example,  Malaysia  is  now  one  of  th 
world's  largest  manufacturers 
room  air  conditioners  for  the  glob 
market,  with  help  from  Japanese  i: 
vestment.  Sony  now  builds  color  TV: 


|  Three  automotive 
|  factories  (from  top) 
s  Mitsubishi's  plant 
in  Malaysia,  Toyota' 
factory  in  Thailand 
and  the  Maruti/ 
Suzuki  plant  in 
India 

Under  the  Japa- 
nese approach  to 
investment,  as 
labor  costs  rise 
in  one  country, 
higher-value-add 
ed  technology  is 
I  introduced,  whili 
|  labor-intensive 
|  technology  is 
■  moved  to 
countries  where 
wages  are  lower, 
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IF  YOU'VE  GOT  THE  CAR, 
WE'VE  GOT  THE  TIRE. 


If  you've  got 
a  family  car, 
we've 
got  the  tire 
that  may  last 
as  long  as  you  own  it. 

Our  all-season  XH4.  Backed  by 
an  80,000-mile  treadwear 
limited  warranty.  (See 
dealer  for  details.) 

If  you've 
got  a  luxury 


perform-     * 

ance  car,  our 

new  MXV4 

gives  you  the  kind 

of  comfort  and  handling  that  only 

a  Michelin  can.  Plus  all-season 

technology  so  advanced  we  call  it 

Climate  Control. 

If  you've  got  the  kind 
of  car  everyone  in  the 
world  wants,  we've 
got  the  tire  that  will 
make  them 
want  it 


even  more.  The  XGT  Series.  With 
speed  ratings  from  112 
to  149  mph  and  higher. 
And  the  technology 
to  handle  it. 

And  if 
you've 
got  a 

light  truck, 

we've  got  the  tire  with  durability 
and  traction  both  on  and  off 
road.  Plus  the  smooth  and 
quiet  ride  you  expect 
from  us. 
We  make  a  lot  of 
different  tires.  Each  one  built  the 
very  same  way.  Like 
a  Michelin.  And 
if  you  don't  know 
how  important       ^ 
that  can  be, 
you  will  the 
minute  you 
own 
one. 


MICHELIN 

BECAUSE  SO  MUCH  IS  RIDING 
ON  YOUR  TIRES.9 


Japan 

compact  disc  players  and  other  elec- 
tronic products  in  eight  Malaysian 
and  Thai  plants.  Sumitomo  Electric  is 
moving  labor-intensive  assembly  of 
auto-wiring  systems  to  Indonesia.  Ja- 
pan retains  most  of  the  high-value 
r&d  laboratories.  It  provides  the  plant 
equipment  and  machine  tools  needed 
to  build  the  overseas  factories.  And,  of 
course,  Japan  keeps  the  profits  from 
the  companies  it  owns. 

What  does  all  this  mean  to  the  U.S.? 
Plenty.  To  continue  to  prosper,  the 
U.S.  must  continue  to  export,  and 
Japan's  domination  of  investment  in 
Asia  makes  Japan  an  even  more  formi- 
dable competitor  for  us  in  world  mar- 
kets. Already  the  Four  Dragons,  stim- 
ulated by  Japanese  investment  and 
technology,  account  for  10%  of  the 
world's  exports  in  manufacturing. 
The  U.S.  share  is  12%.  One  American 
economist  estimates  that  trade  with 
East  Asia  could  cost  America  700,000 
potential  jobs  by  the  year  2000. 

Asian  countries  are  not  entirely  san- 
guine about  possible  Japanese  hege- 
mony and  exploitation.  They  were 
victims  of  Japanese  aggression  before 
and  during  World  War  II,  and  are 
fearful  of  a  return  to  the  Greater  East 


Asian  Co- Prosperity  Sphere,  as  the 
Japanese  called  their  rapacious  strate- 
gy in  the  1930s  and  1940s.  Neverthe- 
less, with  America's  economic  influ- 
ence waning,  the  Japanese  have  inte- 
grated increased  aid  and  investment 
to  the  developing  world  into  their 
overall  economic  strategy.  They  are 
trying  to  show  a  kinder,  gender  face 
to  their  fellow  Asians. 

Japan's  postwar  Asian  strategy  in- 
volved using  development  aid  for  cre- 
ating new  markets  in  developing 
countries  and  securing  new  supplies 
of  resources.  Japan's  new  strategy  for 
Asia  is  a  far  more  sophisticated  plan, 
coordinating  overseas  development 
assistance,  trade  and  foreign  direct 
investment,  variously  described  as  in- 
tended "to  construct  a  regional  econ- 
omy managed  from  Tokyo"  or,  put 
another  way,  "to  keep  Japan's  flock  in 
formation."  With  Japan,  of  course, 
flying  point. 

The  strategy,  called  the  New  Asian 
Industrial  Development  Plan  or  New 
aid  Plan,  was  announced  by  miti 
Minister  Hajime  Tamura  in  January 
1987.  A  Japanese  trade  official  ex- 
plains: "Up  to  now,  aid  for  infrastruc- 
ture and  humanitarian  objectives  such 


as  telecommunications  equipment, 
dam  construction  and  hospital  con- 
struction was  the  core.  But  the  New 
aid  Plan  is  cooperation  direcdy  in  the 
area  of  industry,  and  this  is  what  is 
'new'  about  this  plan.  Moreover,  this 
cooperation  is  not  just  up  to  the 
government,  but  hopes  for  direct  in- 
vestment by  Japanese  firms." 

As  an  article  in  The  Economist  ex- 
plains it,  to  set  up  the  New  aid  Plan  in 
a  given  country,  Japanese  officials  first 
determine  what  are  the  most  promis- 
ing export  industries.  They  develop  a 
master  plan  to  nurture  those  indus- 
tries and  set  up  a  joint  steering  com- 
mittee with  the  target  country  to  de- 
cide how  to  put  the  plan  in  place.  The 
Japanese  provide  surveys  and  trained 
people  to  design  new  infrastructure, 
such  as  industrial  export  zones.  The 
legal,  tax  and  investment  incentives 
needed  are  set  up  to  bring  in  Japanese 
private  investment. 

The  Association  for  Overseas  Tech- 
nical Scholarships,  a  quasi-public  cor- 


Mn 


do 


poration  under  MITI  guidance,  assists   P 
direct     investment     in     developing 
countries    by    training    developing 
country  personnel  at  the  investing 
firm  in  Japan.  Japan  provides  aid  to 
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lanoi  Electronics  Corp.'s  television  factory,  which  gets  its  parts  and  technology  from  JVC 
ietnam,  recovering  from  war,  is  a  prime  target  for  Japanese  investment. 


mild  the  physical  infrastructure,  such 
s  ports,  telecommunications  and  in- 
lustrial  parks.  A  variety  of  organiza- 
ions  provide  technical  cooperation 
ind  personnel  to  improve  local  stan- 
lards   of  management,   production 


technology,  product  development, 
marketing,  promotion  and  distribu- 
tion— the  entire  production  cycle. 
Japanese  governmental  organizations 
also  coordinate  investment  by  Japa- 
nese firms. 


All  these  varied  organizations  serve 
a  common  purpose:  to  harness  the 
economic  development  of  the  Asian 
countries  to  promote  Japanese  inter- 
ests. Japan's  ultimate  designs  were 
revealed  in  a  1988  report  commis- 
sioned by  MITI .  It  calls  for  an  oversight 
mechanism,  dubbed  the  Asian  Brain, 
which  would  coordinate  Japanese  de- 
velopment aid,  direct  foreign  invest- 
ment and  trade  throughout  Japan, 
the  Four  Dragons  and  ASEAN  to  deter- 
mine who  produced  what  in  the  re- 
gion. From  Japan,  the  Asian  Brain 
would  direct  Asia's  industrial  policy 
to  maintain  a  three -tier  division  of 
labor,  with  Japan  on  top.  The  Asian 
Brain  would  be  an  Asian  MITI  and  its 
potential  influence  vast;  Japanese  di- 
rect investment  in  Asia  will  be  in  the 
billions  each  year  in  the  1990s.  Al- 
though the  report  was  only  a  policy 
statement,  it  shows  the  ideal  for  which 
Japan  is  striving.  Take  it  seriously. 

Can  Japan  create  the  Asian  Brain? 
Will  countries  sign  on  to  a  regional 
division  of  labor?  Why  not?  After  all, 
the  plan,  while  advancing  Japanese 
interests,  does  offer  the  other  birds  in 
the  flock  a  solid  promise  of  export-led 
growth  and  the  promise  of  a  rising 


Our  numbers  speak  volumes  about  The 

iquitable's  position  for  today  and  prospects 

'or  tomorrow.  What  they  say  is  very  positive 

OUR  CAPITAL  BASE  HAS 
NEARLY  DOUBLED. 

In  fact  it's  now  reached  approximately  $2.6  bil- 
ion.  This  new  figure  reflects  the  $450  million  raised 
through  an  initial  public  offering  of  stock  of  The  Equitable 
~ompanies  Incorporated,  completed  on  July  22,  1992. 

It  also  reflects  the  $1  billion  investment  made  by  AXA,  our 
»lobal  partner  and  one  of  Europe's  largest  insurers. 

OUR  PREMIUMS  ARE  WAY  UP. 

For  the  first  half  of  1992,  our  new  individual  insurance 
premiums  and  deposits  were  over  45%  higher  than  for  the 
same  period  last  year  —  the  result,  we  believe,  of  our  total 
commitment  to  agent  professionalism  and  training. 

AND  SO  ARE  THE  ASSETS  WE  MANAGE. 

Over  the  past  year,  they've  grown  an  average  of  over  a 
oillion  dollars  a  month?  Assets  managed  by  The  Equitable  and 


its  subsidiaries  now  total  nearly  $150  billion, 
including  nearly  $100  billion  entrusted  to 
us  by  third  parties.  The  annualized  fee  base  on 
these  third-party  assets  is  now  approximately 
$400  million. 

WE'VE  GOT  GREAT 
CONFIDENCE  IN  THE  FUTURE. 

Given  the  strength  reflected  in  these  numbers,  it's  easy 
to  see  why  there's  such  confidence  at  The  Equitable.  Both 
Standard  &  Poor's  and  Duff  and  Phelps  raised  our  claims- 
paying  rating  to  A+.  And  we  recently  secured  a  new  $550 
million  back-up  credit  line. 

More  than  ever,  we're  sure  we  have  the  people,  resources  and 
strategies  in  place  for  successful  growth  into  the  next  century. 

To  learn  more  about  The  Equitable' s  strengths,  write  to 
Richard  H.  Jenrette,  Chairman,  or  Joseph  J.  Melone,  President, 
at  The  Equitable,  787  Seventh  Avenue,  Dept.  A,  New  York, 
New  York  10019. 

The  Equitable  Companies  Incorporated  is  traded  on  the  NYSE  under  the  symbol  EQ. 
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Japan 

standard  of  living. 

Consider  Malaysia,  a  small  country 
of  18  million,  with  an  overt  "Look 
East"  policy  designed  by  Malaysian 
Prime  Minister  Mahathir  Mohamad. 
The  government  liberalized  invest- 
ment laws  to  allow  foreigners  to  own 
some  export-related  manufacturing 
companies  completely.  Since  then, 
Japanese  investment  has  ballooned — 
$1.5  billion  in  1990  alone,  according 
to  the  Far  Eastern  Economic  Review. 


1990.  Part  of  that  surplus  reflects  the 
flow  of  Japanese  manufactured  parts 
for  final  assembly  in  Japanese -owned 
Malaysian  plants. 

Thailand,  with  a  population  of  55 
million,  has  the  fastest- growing  econ- 
omy of  the  asean  countries.  Here  the 
U.S.  is  far  behind.  In  direct  invest- 
ment the  U.S.  lags  behind  Japan, 
Taiwan  and  South  Korea.  The  share 
of  foreign  investment  provided  by  the 
U.S.  declined  from  more  than  30%  in 


Hitachi  air  conditioners,  made  in  Taiwan 

One  of  Japan's  flying  geese,  Taiwan  is  itself  following  the  Japanese  pattern. 


Some  250  Japanese  manufacturing 
operations  and  300  nonmanufactur- 
ing  businesses  have  been  built  in  Ma- 
laysia. Since  Asian  politicians,  no  less 
than  Western  ones,  know  that  jobs 
bring  votes,  can  you  blame  the  Malay- 
sian prime  minister  for  looking  east 
toward  Japan? 

In  return  for  this  substantial  up- 
grading of  their  industrial  base,  Ma- 
laysians have  become  increasingly  de- 
pendent on  Japan's  technology  and 
capital,  and  subject  to  Japan's  larger 
plans.  Said  one  Malaysian  politician  to 
the  Review:  "One  of  the  conse- 
quences of  Mahathir's  Look  East  pol- 
icy is  that  we  have  been  absorbed 
more  and  more  into  an  industrial 
program  that  is  dominated  by  Japan." 
Trade  between  the  two  countries  is 
lopsided  in  Japan's  favor.  In  1989 
Japan's  trade  surplus  exceeded  $1  bil- 
lion, and  was  more  than  $2  billion  in 


the  1970s  and  early  1980s  to  under 
10%  by  1989;  Japan's  share  rose  to 
almost  70%.  The  Thai  government 
approved  $3.6  billion  in  Japanese  in- 
vestment in  1989,  compared  with 
$565  million  for  the  U.S.,  according 
to  one  published  estimate. 

According  to  the  Wall  Street  Jour- 
nal, the  Japanese  have  been  opening 
factories  in  Thailand  at  the  incredible 
rate  of  one  every  three  days,  boosting 
exports  of  vcrs  and  color  TVs  from 
Japanese  companies  in  Thailand  to 
the  U.S.,  but  giving  the  appearance  of 
a  reduced  American  trade  deficit  with 
Japan.  In  Japan's  division  of  labor,  it  is 
natural  that  Japanese  electronics  com- 
panies have  moved  production  facili- 
ties from  Singapore,  where  the  aver- 
age yearly  wage  in  1986  was  $300,  to 
Thailand,  where  the  comparable  rate 
the  same  year  averaged  $75. 

In  Taiwan,  too,  the  economy  is 


increasingly  tied  to  and  integrate 
with  the  Japanese  economy.  The  Ja 
anese   supplied  more   than   half 
Taiwan's  and  South  Korea's  impor 
of  technology  products  in  the  lat] 
1980s    (over    twice    the    America 
share).  Taiwan's  exports  to  Japa 
which  came  to  a  respectable 
billion  in  1990,  consist  of  a  significa 
share  of  the  Japanese  domestic  markej 
for   golf  clubs,   electric   fans,   teW 
phones  and  wood  furniture.  Taiwan^ 
$15.4  billion  in  imports  from  Japa 
on  the  other  hand,  are  mosdy  ii 
trial  components  (auto  chassis,  phc 
tosensors,  semiconductors  and  bk 
cle  gears  of  special  metal  alloys), 
sential  for  producing  higher-valu^ 
added  exports. 

Taiwan,  of  course,  is  not  a  passiv 
member  of  the  Japanese  flock.  As  | 
rather  advanced  industrial  nation, 
emulates  Japan  in  some  respects, 
an  increasing  role  as  an  investor  in 
third-tier  nations.  In  the  first  half  I 
1988  the  Thai  Board  of  Investmeil 
approved  186  projects  with  Taiwan 
compared  with  171  from  Japan.  Tal 
wan  became  the  second-largest  invej 
tor  in  Malaysia  in  1987,  and  the  lara 
est  investor  in  the  Philippines  in  1 98  J 

China  may  turn  out  to  be  the  bil 
gest  prize  of  all.  Japan  is  fast  bringin] 
coastal  China  into  the  flock,  and  Inc 
may  well  be  next.  If  Japan  succeeds : 
folding  just  10%  of  China's  and  Ii 
dia's  work  force  into  its  regional  i  j 
dustrial  policy,  it  would  add  tens 
millions    more    workers — equal 
more  than  half  the  U.S.  labor  forJ 
and  more  than  double  that  of  Mexicj 
Any  impact  of  the  North  Amend 
Free  Trade  Agreement  on  U.S.  lab<j 
would  pale  by  comparison. 

Don't  be  lulled  by  reports  aboj 
financial  turmoil  in  Japan  to  lose  sigl 
of  the  hard  fact  that  Japanese  ec<[ 
nomic  security  policy  is  systematic 
both  its  means  and  its  end.  It  focusl 
every  aspect  of  Japanese  policy  mal 
ing  toward  achieving  its  end.  In  tlj 
case  the  end  is  nothing  less  than  int 
grating   the   entire   Asian   econofl 
with  Japan's — with  Japan,  of  com 
in  the  lead.  Unlike  the  Greater  1;. 
Asian  Co-Prosperity  Sphere,  whij 
offered  a  lot  for  Japan  but  little  for 
other   members,    the    Flying    C 
concept  offers  something  for  evd 
one.  Just  so  long  as  they  accept  Ia| 
nese  leadership. 
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A  fabulous  money  machine,  Goldman,  Sachs  has  few  of  Salomon's 
problems.  But  in  adapting  to  a  changing  world, 
Goldman  is  losing  some  of  its  unique  flavor. 

Playing 

hardball 

on  Wall  Street 


By  James  R.  Norman 

The  Midas  touched  Goldman, 
Sachs  &  Co.  is  in  a  league  of  its  own. 
Since  1985,  in  the  great  surge  of 
equity  financing,  it  has  been  the  clear 
winner  in  underwriting  common 
stock  issues.  It  was  the  lead  under- 
writer on  14%  of  S270  billion  in  U.S. 
offerings.  But  Goldman  is  strong  in 
virtually  every  part  of  the  investment 
business:  underwriting  and  trading 
corporate  and  municipal  bonds,  re- 
search and  advising  on  mergers. 

The  last  big  investment  house  that 
is  still  a  private  partnership  reported  a 
SI  billion  net  income  for  fiscal  1991. 
To  put  that  number  in  perspective,  it 
almost  equals  the  combined  net  of  its 
two  biggest  competitors,  Salomon 
(see  story,  p. 123)  and  Merrill  Lynch. 
The  100  Best  Companies  to  Work  for  in 
America,  rates  Goldman  one  of  the 
country's  dream  employers.  M.B.A.s 
line  up  at  its  doors  for  a  few  openings. 
Little  wonder:  Even  the  most  junior 
among  the  firm's  150  or  so  partners 
earned  at  least  SI  million  last  year. 

Powerful,  profitable  and  presti- 
gious, Goldman  has  built  a  towering 
mystique  as  investment  banker  and 
broker  to  the  U.S.  corporate  elite. 
Goldman  has  business  links  to  almost 
half  the  nation's  1 ,500  largest  compa- 
nies. As  banker  to  the  corporate  elite, 
Goldman  haughtily  refused  to  com- 
pete with  Drexel  Burnham  and  its 
imitators  in  representing  raiders  dur- 
ing the  1980s  takeover  craze.  Its  job, 
Goldman  insisted,  was  to  defend  its 
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clients,  not  to  attack  them.  Of  course, 
defending  companies  can  be  more 
profitable  than  taking  them  over. 
"We're  greedy,"  former  cochairman 
John  C.  Whitehead  used  to  say,  "but 
we're  long-term  greedy." 

Yet  there  has  been  a  significant 
changing  of  the  guard  at  Goldman. 
Whitehead  became  a  limited  partner 
in  1984,  and  John  Weinberg,  fellow 
cochairman  and  Goldman  patriarch, 
stepped  down  in  1990.  He  was  re- 
placed by  Cochairmen  Robert  E.  Ru- 
bin, 54,  and  Stephen  Friedman,  54. 
With  the  changing  of  the  guard,  ob- 
servers have  detected  a  subtle  change 
in  Goldman.  The  emphasis  seems  less 
on  long-term  greed  and  more  on 
short-term  greed. 

Rubin  made  his  mark  as  a  canny 
arbitrager.  He  is  highly  visible  as  a  big 
fundraiser  for  the  Democratic  Party 
and  an  economic  adviser  to  Bill  Clin- 
ton. Friedman  rose  through  the  in- 
vestment banking  ranks. 

Under  their  reign,  Goldman  seems 
to  be  putting  less  emphasis  on  serving 
clients  and  more  on  dealing  for  its 
own  account.  In  this  it  is  doing  only 
what  most  of  Wall  Street  came  to  do 
during  the  1980s-.  But  for  Goldman  it 
is  a  landmark  departure.  Such  is  the 
power  of  the  firm  that  no  one  wants  to 
criticize  it  in  public.  But  one  highly 
respected  Wall  Streeter,  recently  de- 
parted from  the  firm,  says  flatly: 
"There  has  been  an  enormous  change- 
fat  Goldman],  from  worrying  about 


clients  to  worrying  about  revenues." 
In  a  sense,  Rubin  and  Friedman  are 
simply  adjusting  to  reality.  As  Brown 
Brothers  Harriman  analyst  Raphael 
Soifer  says,  "There's  a  lot  less  loyalty 
out  there."  The  loss  of  loyalty  by 
clients  showed  clearly  in  market  share 
statistics  kept  by  Securities  Data  Co. 
In  the  third  quarter  of  this  year  Gold- 
man's share  of  equity  offerings  sank  to 
7%,  from  19%  in  the  first  half.  In  that 
fateful  quarter,  Goldman  lagged  be- 
hind Merrill  Lynch,  Morgan  Stanley, 
Lehman  Brothers,  PaineWebber  and 
Alex.  Brown.  Some  of  the  defectors 
were  longtime  Goldman  clients.  Mer- 
rill Lynch,  for  example,  garnered  the 
lead  manager  role  on  a  recent  $1 
billion  preferred  offering  by  Ford 
Motor,  one  of  Goldman's  premier 
corporate  accounts.  Goldman  lost 
out  as  lead  underwriter  to  PaineWeb- 
ber on  a  $1  billion  stock  offering  by 
longtime  client  c;  1 1  . 

Overseas,  Goldman  has  been  con- 
spicuously absent  from  a  spate  of  re- 
cent deals.  It  took  a  back  seat  to 
Morgan  Stanley  in  the  Wellcome,  Pic. 
offering,  and  in  a  $1  billion  issue  by 
Australia's  Woolworths  Ltd.  Gold- 
man missed  the  privatization  of  Bra- 
zil's phone  company  and  the  recent 
News  Corp.  refinancing. 

These  unmistakable  signs  of  market 
share  loss  show  clearly  thai  Gold- 
man's old  policy  of  being  the  Tiffany 
of  Wall  Street  no  longer  automatically 
brings  in  the  blue  chip  business. 
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A  good  part  of  Goldman's  ability  to 
raise  equity  capital  for  clients  has  rest- 
ed on  Goldman's  reputation  for  plac- 
ing shares  with  institutional  buyers. 
Partly,  that's  because  of  its  insistence 
that  the  issuer  leave  something  on  the 
table  for  the  buyer  rather  than 
squeeze  out  the  last  penny  for  the 
issuer.  The  proof  is  in  the  numbers:  A 
review  of  new  issue  offerings  over  the 
past  decade  (Forbes,  June  22)  shows 
Goldman  way  out  in  front  among  the 
larger  underwriters  in  post-offering 
performance  for  investors.  Even  with 
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its  spectacular  win  in  Microsoft  ex- 
cluded from  the  averages,  Goldman's 
new  issues  did  better  than  those  of  any 
other  large  underwriter.  Performance 
like  that  makes  it  all  the  easier  for 
Goldman  to  sell  stock. 

But  the  flip  side  of  stunning  perfor- 
mance for  stock  buyers  is  that  an 
underwriter  must  pass  up  some  po- 
tentially lucrative  deals  where  the  is- 
suer wants  absolutely  top  price.  In 
these  days  of  volatile  markets  and 
hungry  issuers,  it's  harder  to  talk  the 
underwriting  client  into  giving  inves- 


Goldman,  Sachs 
Cochairman  Robert  E.  Rubin 
A  savvy  arbitrager,  he 
dodged  fallout  from  the 
1987  insider  trading  case  of 
Goldman's  Robert  Freeman.  Now 
he's  a  Clinton  adviser. 
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Cochairman  Stephen  Friedman 
Nowadays  the  client 
roster  includes  the 
firm  itself,  running 
arbitrages. 


tors  a  break.  This  goes  a  long  way 
toward  explaining  the  sharp  drop  in 
Goldman's  share  of  equity  underwrit- 
ings  in  the  third  quarter. 

Highly,  perhaps  excessively,  sensi- 
tive to  any  hint  of  criticism,  Goldman 
refused  Forbes'  requests  for  inter- 
views after  it  became  clear  this  maga- 
zine wanted  to  talk  about  some  of 
Goldman's  problems,  including  the 
Robert  Maxwell  scandal. 

Maxwell,  the  late  British  publishing 
mogul,  fell  or  jumped  from  his  yacht 
last  November.  For  some  time  Gold- 


man had  been  a  big  buyer  of  Maxw« 
Communication  Corp.  shares,  bu 
ing  that  had  the  effect  of  propping  \ 
the  price.  Goldman  says  it  had  i 
idea  that  clients  buying  this  stoi 
were  tied  to  Maxwell.  And  it  clair 
there  was  nothing  illegal  in  marg 
loans,  backed  by  Maxwell  shares,  c 
tended  to  Maxwell  and  related 
ties,  or  in  option  deals. 

Maybe  so,  but  lawyers  for 
well's  Mirror  Group  Newspapc 
whose  pension  funds  were  used  I 
the  stock  buying,  arc  strongly  consi 
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Goldman,  Sachs 

ering  naming  Goldman  as  a  defen- 
dant in  private  lawsuits. 

About  the  time  of  the  Maxwell  flap, 
Goldman  had  to  take  a  back  seat  to 
Nomura  Securities  as  the  worldwide 
manager  for  the  $800  million  initial 
public  offering  in  June  of  Irish  aircraft 
lessor  GPA.  That  was  a  blow  to  the 
pride  of  a  firm  unaccustomed  to  shar- 
ing the  spotlight.  The  night  before 
the  deal  was  to  close,  Goldman 
stunned  gpa  and  other  brokers  by 
revealing  it  hadn't  found  U.S.  buyers. 
The  ipo  cratered  (Forbes,  June  22). 

Adding  insult  to  injury,  Eric  Dob- 
kin,  a  top  Goldman  partner,  then 
tried  to  explain  the  flop  by  implying  to 
the  Financial  Times  that  GPA  just 
wasn't  a  well-run  company.  Dobkin, 
the  sharp -tongued  head  of  Gold- 
man's equity  sales  force,  had  been 
dubious  about  taking  on  the  GPA  float 
all  along.  He  was  reflecting  the  classic 
Goldman  view  that  some  deals  just 
aren't  good  enough  for  Goldman's 
stamp  of  approval. 

Goldman,  to  be  sure,  remains  very 
profitable.  How  profitable?  Answer- 
ing that  question  requires  doing  a  bit 
of  arithmetic,  since  Goldman  is  still  a 
partnership,  whereas  most  of  its  com- 
petitors long  ago  converted  to  corpo- 
rate form.  If  it  were  a  corporation, 
Goldman's  some  150  active  partners, 
who  now  get  a  share  of  profits,  would 
instead  get  competitive  salaries.  At, 
say,  $2  million  apiece,  their  compen- 
sation would  knock  Goldman's  pre- 
tax income  back  by  a  fourth.  Now 


allow  for  corporate  income  tax,  and 
Goldman's  net  income  for  fiscal  1991 
would  have  been  in  the  neighbor- 
hood of  $500  million.  That's  still  a  lot 
of  money,  enough  to  give  Goldman  a 
return  on  average  equity  in  the  high 
teens.  The  comparable  figure  for 
Morgan,  whose  equity  base  is  similar 
in  size,  is  18%.  Merrill's  return  is  20%; 
Salomon's,  around  17%. 

Very  significant,  however,  more 
and  more  of  Goldman's  profits  seem 
to  be  coming  from  trades  for  its  own 
account  using  the  firm's  own  capital. 
Thus,  any  decline  in  underwriting  fees 
in  fiscal  1992  (ending  Nov.  30)  will 
almost  certainly  be  compensated  by  a 
spurt  in  trading  profits — particularly 
from  the  collapse  of  the  European 
currency  system.  What  this  means  is 
that  its  future  profits  may  depend 
more  upon  the  size  of  its  capital  base 
than  on  the  firm's  image  and  prestige. 

In  playing  for  its  own  account, 
Goldman,  under  Rubin  and  Fried- 
man, has  done  some  things  the  old 
Goldman  would  never  have  done. 

For  years  under  Whitehead  and 
Weinberg,  Goldman  resisted  entering 
the  lucrative  asset  management  game 
because  it  did  not  want  to  compete 
with  the  money  managers  who  buy 
Goldman's  stock  and  bond  offerings. 
But  now,  under  Rubin  and  Friedman, 
Goldman  Sachs  Asset  Management 
has  grown  into  a  $30  billion  invest- 
ment management  giant.  Of  course, 
Goldman  is  only  doing  what  the  other 
firms  do.  But  that's  the  point:  In  the 


How  Goldman  stacks 

up 

Brokerage 

1991 

net 
revenues* 

pretax 
income 
($million) 

net 
worth 

$3,010 

Goldman,  Sachst 

$3,260 

$1,152 

Merrill  Lynch 

7,257 

1,017 

3,818 

Morgan  Stanley 

2,861 

772 

2,993 

Salomon 

3,537 

919 

3,315 

*Net  of  interest  expense. 
Source:  Company  reports. 

tNovember  fiscal  year. 

Goldman,  Sachs  was  far  ahead  of  rivals  in  profitability 
last  year.  That's  because  its  partners  get  a  cut  of  the  profits 
but  small  paychecks.  After  adjustments  for  salaries  and  taxes, 
Goldman's  lead  disappears.  (For  more  investment  data,  see  p.  127.) 
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past  Goldman  set  itself  apart. 

The  new  interest  in  managing 
money  caused  Goldman  a  small  em- 
barrassment last  year.  Formed  in 
1990,  Goldman's  Water  Street  Cor-' 
porate  Recovery  fund,  a  pool  of  al- 
most $800  million,  invested  in  the 
bonds  of  companies  that  had  gotten 
into  financial  trouble.  In  buying  in 
these  bonds  at  fat  discounts,  Gold- 
man was  sometimes  getting  into  con- 
flicts with  other  bondholders — some 
of  them  Goldman  clients. 

Stung  by  criticism,  Goldman  last 
year  began  to  liquidate  Water  Street, 
but  some  bitter  bondholder  fights 
persist.  One  such  batde  is  between 
Water  Street  and  junior  bondholders 
in  two  sick  drywall  companies,  Na- 
tional Gypsum  and  use  Water  Street 
bought  enough  senior  bonds  in  each 
company — generally  at  deep  dis- 
counts— to  block  any  reorganizations 
that  don't  pay  it  100  cents  on  the 
dollar.  But  the  better  the  settlement 
for  the  senior  bonds,  the  worse  for  the 
other  bonds — bonds  that  were  origi- 
nally offered  in  leveraged  buyouts 
that  involved  Goldman. 

Even  without  Water  Street,  Gold- 
man, Sachs  has  drifted  away  from 
servicing  clients  and  toward  trading 
and  arbitraging  for  its  own  account, 
much  as  its  competitors  did  before  it. 
Principal  transactions  and  market- 
making  now  provide  about  two- 
thirds  of  Goldman's  net  revenues 
(revenues  net  of  interest  expense). 
Goldman  trades  for  its  own  account  in 
currencies,  oil,  real  estate  and  finan- 
cial futures.  This  position-taking  by 
the  firm  caused  the  balance  sheet  to 
balloon  from  assets  of  $12  billion  in 
1982  to  $70  billion  today,  and  ex- 
plains why  Goldman  had  to  go  outside 
for  capital  in  December  1986,  raising 
about  $500  million  by  selling  nonvot- 
ing equity  to  Sumitomo  Bank.  The 
business  had  simply  become  too  big, 
too  risky  and  too  volatile  to  capitalize 
solely  with  retained  profits  left  in  the 
firm  by  active  and  retired  partners. 

One  implication  is  that  Goldman's 
prized  status  as  Wall  Street's  last  sur- 
viving major  partnership  is  under 
growing  strain. 

Clearly  Goldman,  Sachs   remains 
one  of  the  handful  of  major  players  on 
Wall  Street.  Equally  clearly,  it  is  a  lot 
harder  to  distinguish  it  from  its  com 
petitors  than  it  once  was.  ■§ 
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WE  OFFER  A  WORLD  OF  CHOICES 


ACROSS  T, 


iC  AND  PACIFIC  TO  ASIA. 
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Now  fly  with  us  nonstop  six  times  weekly  from  New  York  to  Brussels  or  Frankfurt, 
then  on  to  Singapore.  We  also  fly  nonstop  daily  from  San  Francisco  to  Hong  Kong  and  Los  Angeles  to  Tokyo 
and  offer  five  weekly  nonstop  flights  from  Los  Angeles  to  Taipei,  then  on  to  Singapore. 
While  we  fly  across  both  oceans  on  the  world's  youngest,  most  modern 

A  great  way  to  fly 

fleet,  we  still  believe  in  the  romance  of  travel.  SinGAPORE  AIRLinES 


THE         FERRAR 


Lincoln  Town  Car  came  in  first.  ■  It  wasn't  a  contest  of  speed.  Or  of  cornering.  It  was  a  contest  of  desirability 
In  a  USA  TODAY  Dream  Car  reader  poll?  Americans  named  Lincoln  Town  Car  the  automobile  they  would 
most  like  to  own,  if  money  were  no  object.  They  recognized  Town  Car  as  nothing  less  than  what  it  is: 
an  exceedingly  spacious,  uncompromisingly  comfortable  and  extraordinarily  smooth-riding  automobile. 
■  To  achieve  world-class  desirability,  Lincoln  engineers  combined 


a  smooth  electronic  transmission  and  powerful 


overhead-cam  V-8  engine 


with  a  body/frame  design 


that  isolates  sound  and 

reduces  vibration.  The  result:  Town  Car  not  only  is  a  dream  machine... it  also  drives  like  one.  ■  To  this, 
Lincoln  engineers  added  standard  driver  and  right-front  passenger  air  bags?*  standard  four-wheel  disc 


anti-lock  brakes  and  optional  traction  assist.  ■  For  more  information,  visit  a  Lincoln  dealer  or  call 
1  800  446-8888.  Driving  a  Lincoln  Town  Car  may  seem  like  a  dream.  But  owning  one  can  be  a  reality 


"Based  on  a  February  1991  USA  TODAY  reader  poll    "'Supplemental  Restraint  System.  Always  wear  your  safely  bell 
LINCOLN-MERCURY  DIVISION  (%&£)  Buckle  up— together  we  can  save  lives 
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LINCOLN    TOWN    CAR. 

WHAT  A  LUXURY  CAR  SHOULD  BE  UU 
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ne  hundred  forty  airlines 
trust  Unisys  with  reservations. 


Without  reservations. 


Passenger  and  cargo  reserva- 
tions fuel  the  airline  business.  So  it's 
not  surprising  that  fourteen  of  the 
world's  twenty  leading  carriers  rely 
on  Unisys  reservations  solutions  to 
maximize  revenue  for  every  flight. 

A  growing  fleet  of  Unisys  custom- 
ers-including Northwest,  Air  France, 
All  Nippon  and  United-depends  on 
Unisys  for  essential  work  such  as  book- 
ing, departure  control,  operations 
scheduling,  yield  management  and 
more.  Recent  arrivals,  too-such  as  Air 
Canada,  Mexicana  Airlines  and  TAP- 
Air  Portugal-know  us  as  a  leader  in 
mission-critical  solutions  for  heavy- 
volume  computing  environments. 

Our  customers  know  that  the 
quality  of  our  solutions  reflects  not 
only  the  quality  of  our  technology,  our 
services  and  our  industry  experi- 
ence-but ultimately  the  quality  of  our 

©1992  Unisys  Corporation 
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commitment  to  the  customer.  A  com- 
mitment that  lifts  Unisys  to  the  top  of 
customer  satisfaction  surveys  in  mar- 

UNISYS 

We  make  it  happen. 


kets  as  demanding  as  Japan. 

Whether  you're  in  airlines,  banll 
ing,  government  or  telecommuiiK a 
tions,  call  us  at  1-800-874-8647,  ext.  16' 
Ask  how  Unisys  can  help  your  business 
gain  altitude  by  putting  your  system:) 
on  solid  ground. 


'hy  did  Warren  Buffett's  Salomon  Inc.  merely  break 
>ven  last  quarter  when  most  of  Wall  Street 
/as  rolling  in  the  green  stuff? 
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lie  secrets 
of  Salomon 


By  Robert  Lenzner 

Wall  Street  had  seldom  seen  any- 

ihing  quite  like  it.  On  Oct.  30,  for  a 

grueling  six  and  one-half  hours,  the 

op  brass  of  Salomon  Inc.  met  at  the 

company's  World  Trade  Center  head- 

uarters  with  Wall  Street  security  ana- 

ysts  and  money  managers,  exposing 

em  in  detail  to  the  giant  investment 

rm's  financial  condition  and  plans 

or  the  future.  Never  before  had  a 

ajor  Wall  Street  firm  revealed  so 

uch  about  its  inner  workings — right 

own  to  a  breakdown  of  Salomon's 


$855  billion— yes  billion — in  off-bal- 
ance-sheet transactions. 

The  long-scheduled  meeting  took 
place  only  days  after  a  sharp  drop  in 
Salomon's  stock  that  followed  the  late 
October  announcement  that  Salo- 
mon had  had  a  poor  third  quarter. 
The  stock  dropped  5  points,  to  33,  in 
a  single  day,  thus  shedding  more  than 
$500  million  in  market  value.  While 
the  loss  in  market  value  was  bad 
enough,  what  really  must  have  upset 
the  Salomon  people  was  the  potential 


.Varren  Buffett,  chairman  of  the  executive  committee,  Salomon  Inc. 
Hoping  to  make  shareholders  happy  with  a  15%  return  on  equity. 
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blow  to  the  prestige  of  a  house  that 
had  only  last  year  been  hit  by  a  major 
scandal.  Here  amidst  general  Wall 
Street  prosperity,  Salomon  almost 
alone  on  The  Street  would  have  a 
disappointing  third  quarter. 

Was  something  rotten  in  the  house 
of  Salomon?  Heck  no,  Salomon 
Brothers  Chairman  Deryck 

Maugham  and  Salomon  Inc.  Chair- 
man Robert  Denham  persuaded  their 
audience.  October  had  been  a  spar- 
kler, they  said.  For  good  measure, 
Salomon  also  announced  it  intended 
to  buy  in  8  million  of  Salomon's  115 
million  outstanding  shares. 

But  the  most  interesting  part  of  the 
analyst  meeting  involved  the  man 
who  wasn't  there:  investment  mag- 
nate Warren  Buffett,  a  Salomon  direc- 
tor and,  through  Berkshire  Hatha- 
way, Salomon's  biggest  shareholder 
by  far. 

After  succeeding  John  Gutfreund, 
who  was  ousted  in  the  midst  of  a 
Treasury  bond  trading  scandal  in  Au- 
gust 1991,  Buffett  installed  a  new 
management  team.  This  was  the  man- 
agement team  that  met  with  the  Wall 
Street  analysts. 

Buffett  has  made  no  secret  of  his 
belief  that  Salomon  can  become  a 
money  machine  if  it  manages  its  risks 
intelligently.  Last  year's  second  quar- 
ter was  a  sampling  of  what  could 
come:  Salomon  netted  $297  million 
pretax  profits  and  made  $186  million 
in  the  following  quarter,  even  after  a 
$200  million  special  charge  for  the 
potential  liabilities  stemming  from 
the  bond  scandal.  That's  almost  a 
half- billion  pretax  in  six  months — 
maybe  $3  a  share  after  taxes. 

Topping  even  that,  in  the  second 
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quarter  of  1992,  the  firm  rolled  up 
$651  million  in  pretax  profits  before 
taking  a  final  $185  million  charge  as 
part  of  the  firm's  settlement  with  the 
Securities  &  Exchange  Commission 
in  the  Treasury  trading  scandal. 

Buffett's  team  replaced  the  hard- 
bitten bond  trader  types  who  had 
long  run  Salomon.  For  chairman  of 
the  parent,  Salomon  Inc.,  Buffett 
picked  Robert  Denham,  a  disarming- 
ly  well-mannered  47-year-old  Har- 
vard Law  graduate.  Denham  has  been 
Buffett's  lawyer  for  17  years  and  as- 
sisted in  many  of  Berkshire 
Hathaway's  tough-minded  acquisi- 
tions. The  Buffett-chosen  chairman 
of  Salomon  Brothers,  the  securities 
firm,  is  an  articulate  and  understated 
Englishman,  Deryck  Maugham, 
whom  Buffett  fondly  calls  "high- 
grade,  intelligent  and  shareholder- 
oriented." 

The  task  Buffett  has  handed  Den- 
ham and  Maugham  can  be  summed 
up  in  a  phrase:  Manage  Salomon  in 
such  a  way  that  unexpected  losses  and 
unhedged  risks  cannot  cause  disas- 
trous one -shot  losses  such  as  have 
continually  cut  into  Salomon's  earn- 
ings in  the  past. 

Maugham  says  he  has  already  taken 
steps  to  protect  against  this  sort  of 
setback.  He  says  he  prohibits  Salo- 


mon equity  traders  from  taking  un- 
hedged trading  positions  of  $  1 00  mil- 
lion to  $400  million,  such  as  were 
common  in  the  past. 

Caution,  of  course,  can  be  carried 
too  far.  Salomon  failed  to  make  the 
huge  profits  that  rivals  made  from  the 
September/October  turmoil  in  Eu- 
ropean currencies.  Some  people  spec- 
ulate that  Buffett's  prohibition 
against  making  large  short-term  di- 
rectional bets  may  have  cut  Salomon 
out  of  those  juicy  foreign  exchange 
takings.  Rivals  like  Goldman,  Sachs 
and  Morgan  Stanley  profited  hand- 
somely in  currencies. 

But  if  his  restrictions  limit  the  trad- 
ers' freedom  of  action,  Buffett  makes 
no  apologies.  "I  can't  turn  a  $150 
billion  portfolio  over  to  people  bet- 
ting on  the  market's  direction,"  Buf- 
fett told  Forbes.  "It's  much  too 
gamey." 

Can  there  be  such  a  thing  as  risk- 
free  trading  in  highly  leveraged  posi- 
tions? Probably  not,  but  Buffett  wants 
Salomon  to  try.  Its  chief  weapon  here 
is  what  people  inside  Salomon  refer  to 
as  "our  little  black  box." 

They  refer  to  computerized  arbi- 
trage maneuvers  intended  to  grab  and 
lock  in  profits  from  market  imperfec- 
tions. Because  these  complex  transac- 
tions are  generally  hedged — that  is, 


If  you  don't  get  the  yield  curve  right,  it  can  get  you. 
Is  Salomon  betting  that  1993  will  bring  higher 
short-term  rates  and  a  flat  yield  curve? 


124 


the  firm  tries  to  protect  itself  on  both 
the  up  side  and  the  down  side — the 
profit  is  realized  when  the  spread 
between  long  and  short  positions 
converges. 

"We  would  be  hurting  sharehold- 
ers if  we  told  them  what  is  inside  the 
black  box,"  Chairman  Robert  Den- 
ham told  Forbes. 

Buffett  himself  explains  the  trading 
techniques  with  an  analogy:  Assume  a 
convertible  bond  sells  at  a  10%  dis- 
count and  is  convertible  in  two  years 
into  common  stock.  You  buy  the 
convertible  and  sell  the  common 
stock  short.  Thus,  you  lock  in  a  ten- 
point  gain,  because  after  two  years 
you  can  simply  convert  the  bond  and 
deliver  it  against  your  short  position. 
As  for  the  cost  of  waiting,  since  the 
bond  usually  pays  more  interest  than 
the  common  does  dividend,  the  posi- 
tion will  have  a  positive  carry. 
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Of  course,  the  position  can,  tempo- 
rarily, go  against  you  if  the  discount 
on  the  convertible  gets  bigger  instead 
of  smaller.  But  the  outcome  is  never  in 
doubt.  However,  there  can  be  quar- 
terly profit  or  loss,  depending  on 
whether  the  discount  widens  or  nar- 
rows. "If  Salomon  holds  the  position, 
it  will  ultimately  make  money,"  Buf- 
fett  correctly  points  out. 

This  is  as  close  as  anyone  at  Salo- 
mon will  come  to  explaining  the  rot- 
ten September  quarter,  but  the  analo- 
gy is  clear:  Salomon  must  have  locked 
in  some  profits,  but  since  the  posi- 
tions were  still  open  they  had  to  be 
marked  to  a  market  that  went  tempo- 
rarily against  them. 

To  underline  his  explanation,  Buf- 
fett  points  out:  "If  Berkshire 
Hathaway's  securities  were  marked  to 
market  and  that  mark  ran  through  its 
income    account,    there    would    be 


quarters  where  we  would  lose  some 
money." 

Such  a  loss  would  have  resulted 
from  the  drop  in  Coca-Cola  shares 
from  43  to  37,  which  would  have 
clipped  $600  million  from  Berkshire 
Hathaway's  portfolio  value  had  not 
the  price  of  Coca-Cola  shares  recov- 
ered by  the  end  of  the  third  quarter. 
But  companies  like  Berkshire  Hatha- 
way don't  have  to  keep  their  books 
the  way  investment  firms  like  Salo- 
mon do. 

Buffett  digresses  for  a  moment:  "I 
got  my  start  at  age  21  arbitraging 
convertible  bonds  against  the  under- 
lying securities.  It's  all  in  Graham  & 
Dodd,  1934  edition."  So  there's 
nothing  all  that  new  in  Salomon's 
black  box. 

At  times  such  trading  strategies  can 
account  for  an  estimated  one-third,  or 
currently  $50  billion,  of  Salomon's 

Robert  E.  Denham  (right),  chairman  of 
Salomon  Inc.,  and  Deryck  C.  Maugham, 
chairman  of  Salomon  Brothers 
The  contrast  with  the  past  is  evident: 
Symmetry  exists  between  these  two  cool 
men  in  their  mid-40s,  handpicked  by 
Warren  Buffett  to  bring  Salomon 
through  the  1990s  as  a  world-class 
investment  bank. 


$147  billion  balance  sheet.  A  slight 
move  of  one-tenth  of  1%  of  Salomon's 
multibillion-dollar  portfolio  can 
mean  a  profit  or  loss  of  millions.  That 
is  why  marking  these  positions  to 
market  with  large  reserves  for  credit 
quality  and  liquidity  Can  cause  sharp 
volatility  in  the  company's  reported 
profits. 

Thus  Maugham,  a  lanky  Britisher, 
says  Salomon's  disheartening  third- 
quarter  showing  was  influenced  by 
several  marks  to  market  rather  than 
"that  anything  went  terribly  wrong." 
Salomon,  it  seems,  made  money  on 
the  Japanese  and  European  bond  ar- 
bitrage desks.  This  suggests  that  the 
marks  to  market  came  in  the  U.S. 
bond  market. 

We  can  guess  that  Salomon's  bond 
traders  did  a  complex  assortment  of 
trades,  betting  that  the  current  huge 
gap  between  3%  interest  on  30-day 
Treasury  bills  and  the  7.6%  on  30-year 
Treasury  paper  will  narrow.  The  gap 
actually  widened,  and  this  could  have 
forced  Salomon  to  mark  its  positions 
downwards. 

Yet  if  Salomon  is  playing  the  game 
the  way  Buffett  and  Maugham  say  it 
is,  Salomon  is  in  fact  sitting  on  fat 
eventual  profits.  "If  markets  are 
moving  counter  to  expected  rela- 
tionships, if  spreads  are  widening," 


Salomon  shares  are  back  near  their  pre-Treasury 
bond  scandal  peak.  If  Denham  and  Maugham  produce 
ten  years  of  15%  returns,  the  stock  could  quadruple. 
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says  Dcnham,  "we  may  put  on  more 
of  a  position  because  we  still  like  the 
investment." 

Salomon's  almost  legendary  bond 
arbitrage  operation  was  designed  by 
John  Meriwether,  the  trading  genius 
who  resigned  during  the  Treasury 
bond  scandal  of  1991 .  The  operation 
is  designed  to  pick  off  tiny  discrepan- 
cies that  crop  up  in  the  relative  value 
relationships  of  many  fixed-income 
securities.  They  can  be  yield-curve 
trades  like  buying  two-year  Treasurys 
and  selling  ten-year  Treasury  notes  as 
a  hedge;  or  they  can  be  intermarket 
plays  where  you  buy  corporate  bonds 
or  mortgage  bonds  and  hedge  Trea- 
surys against  them;  or  they  can  be 
plays  on  convergence  trends,  like  buy- 
ing the  stock  index  in  Tokyo  and 
selling  futures,  only  to  reverse  the 
trade  when  thev  come  together  even' 
90  davs. 


In  the  past,  Salomon  also  has 
bought  bond  futures  at  a  discount  in 
foreign  markets,  hedged  by  selling  the 
sovereign  bonds  short  and  taking  de- 
livery on  the  futures  contract  to  cover 
the  short  bond  position. 

Here's  a  position  Salomon's  had  on 
the  books  for  almost  20  years:  In 
1975  John  Meriwether  noticed  that 
"flower"  bonds,  which  can  be  used  to 
pay  inheritance  taxes,  traded  at  a  large 
premium.  So  he  shorted  the  flower 
bonds  to  the  tune  of  several  hundred 
millions  of  dollars  and  used  the  pro- 
ceeds to  buy  cheaper  Treasurys,  thus 
earning  the  difference  between  the 
flowers'  yield  and  the  yield  on  the 
Treasurys.  The  yield  spread  between 
the  low- coupon  flowers  and  the  Trea- 
surys brought  Salomon  a  juicy  400 
basis  points  a  year. 

Meanwhile,  elsewhere  in  the  busi- 
ness, Salomon  has  some  strong  spots 
and  some  weak  spots.  The  new  man- 
agement team  has  paid  its  penalty  to 
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the  government  for  its  predecessors' 
bond  trading  misdeeds,  establishing  a 
SI 00  million  fund  for  civil  litigation. 
It  has  gained  back  its  leading  market 
share  in  trading  bonds  for  customers, 
reorganized  its  management  into  a 
cohesive  unit,  risen  again  from  the 
ashes  in  league  underwriting  tables. 
Despite  the  poor  third  quarter,  this 
could,  overall,  be  a  record  year  for 
Salomon. 

Salomon  still  needs  to  lessen  its 
dependence  on  bond  trading  for  cus- 
tomers and  for  its  own  account. 
Maugham  has  plans  to  strengthen 
Salomon's  position  in  trading  in  de- 
rivatives— artificial  securities  like  puts 
and  calls  and  futures.  He  is  talking 
with  the  credit-rating  agencies  to  es- 
tablish what  he  will  describe  only  as  "a 
credit-enhanced  vehicle." 

Maugham  hopes  to  strengthen  Sal- 
omon in  foreign  exchange  trading, 
emerging  markets  financing,  asset 
management  and  handling  wealthy 
private  clients  to  boost  revenues.  An- 
other goal  is  to  restore  market  share  in 
both  equilyr  and  debt  underwriting  to 

1991  pre-scandal  levels  and  make 

money  in  investment  banking  by 

mid-  or  late  1993. 

Salomon  has  already  brought  its 
level  of  equity  trading  to  number 
three  in  the  industry,  behind  Merrill 
Lynch  and  Shearson  Lehman  Broth- 
ers. In  recent  months  Salomon  has 
been  invited  to  co-manage  high-pro- 
file offerings  such  as  the  Wellcome 
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More  ups  than  downs 

The  price  of  volatility.  The  black  box 
is  not  perfect.  Every  year  since  1987 
Salomon  has  had  a  losing  quarter  or  poor 
performance.  It  is  probably  the  result  of 
highly  leveraged  bets  made  in  the  firm's 
secret  bond  arbitrage  account. 
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Is  Salomon  cheap? 

Brokerage                                     Revenues 

($bil) 

Latest           3rd- 
12-month      quarter 
earnings      earnings 

Book 
value 
($bil) 

Book 

value 

per 

share 

Recent 
price 

Price/ 
book 
value 

Price/ 
earnings 

Dividend 
yield 

12-month 
price  range 
high        low 

66%    44% 
67%    45% 
381/4    26% 

Merrill  Lynch                                   $8.4 
Morgan  Stanley!                                  2.9 
Salomon                                           3.4 

$906           $230 
513             119 
378                 6 

$4.4 
2.6 
3.4 

$42.25* 
33.80 
31.28 

55% 
49% 
35% 

1.31 
1.47 
1.13 

7.03 

8.35 
13.01 

2.2% 

1.9 

1.8 

•Estimated.     tSecond-quarter  results. 

You  can  be  a  partner  at  Salomon  Brothers  at  very  near  book  value. 


and  General  Motors  public  offerings 
and  gained  the  lead  position  in  Armco 
and  Bethlehem  Steel  financings. 

Still  needing  attention  are  Phibro 
Energy's  oil  refineries  and  crude  oil 
trading  activities,  which  in  a  stronger 
economy  could  greatly  leverage  Salo- 
mon's earnings  upwards.  If  U.S.  re- 
fining capacity  is  reduced  by  1.5  mil- 
lion barrels  a  day,  Phibro  should  make 
a  lot  of  money. 

As  a  result  of  some  of  these  as  yet 
uncorrected  weaknesses,  the  scandals, 
the  resulting  turmoil  and  the  compa- 
ny's erratic  record,  Salomon  shares 
currently  sell  just  a  shade  above  book 
value  of  $31.28  a  share.  Last  month's 


marathon  meeting  was  intended  to 
assure  outsiders  of  two  things:  1) 
Salomon  is  functioning  well  again, 
and  2)  the  stock  is  cheap. 

Leon  Cooperman,  chairman  of 
Omega  Advisors,  an  investment  man- 
agement firm,  said,  after  listening  to 
Maugham  and  Denham  say  Salomon 
planned  buying  in  its  own  shares:  "It 
used  to  take  ten  years  to  become  a 
partner  of  Salomon  Brothers.  Now 
you  can  become  one  today  at  book 
value."  Cooperman,  a  former  top 
partner  at  prestigious  Goldman, 
Sachs  (see  story,  p.  114),  bought  a  large 
position  in  Salomon  shares  for  Ome- 
ga Advisors. 


Warren  Buffett  has  no  hesitation  in 
saying  that  he  thinks  Salomon  can 
eventually  earn  a  fairly  consistent  1 5% 
on  its  equity  capital.  That's  a  lot.  It 
would  mean  the  company  would  be 
showing  close  to  $5  a  share  and,  over 
ten  years,  between  dividends  and 
price  appreciation,  the  stock  price 
could  quadruple,  with  no  change  in 
the  multiple. 

Salomon  hasn't  gotten  there  yet, 
but  you  can  bet  Warren  Buffett  won't 
be  content  with  his  investment  until  it 
does.  "As  long  as  we  can  make  an 
annual  15%  return  on  equity,  I  don't 
worry  about  one  quarter's  results," 
says  Buffett.  H 


For  a  gift  that  makes  an  extraordinary  statement  about  the  value  you  place  on  a  business  associate, 
choose  the  Parker  Duofold.  Our  exclusive  process  allows  you  to  personalize  each  pen  with 
your  company's  logo  or  an  individual's  monogram.  For  more  information,  or  your 
complimentary  corporate  gift  guide,  call  1-800-522-3021. 


<£  PARKER  §  DUOFOLD 

IIIIIBIflfl 


©  1992  Parker  Pen  USA  Limited,  Janesmlle,  Wl  53545 

7000-4 


The  sports  pages  are  full  of  college  football  rankings. 
Ever  wonder  how  your  team  fares  in  the  bond  market? 

Hold  that  rating 


By  William  P.  Barrett 

Two  months  ago  Texas  a&m  beat 
Stanford  10-7  in  their  college  football 
season  opener.  That's  one  reason  the 
Aggies  recently  stood  5th  in  the  Asso- 
ciated Press  football  ratings  of  Divi- 
sion I  teams,  while  Stanford  weighed 
in  at  21st. 

But  in  the  financial  pages  Stanford 
wins  consistently.  Its  bonds  carry  a 
top  AAA  rating.  Texas  a&m  is  a  couple 
of  notches  down,  at  AA. 

Those  bond  ratings  are  ultimately  a 
much  better  measure  of  how  the  old 
alma  mater  is  doing  than  what  the 
sports  pages  tell  you.  And  as  an  invest- 
ment, college  bonds  often  aren't  a 
bad  bet  in  this  uncertain  credit  market 
environment. 

While  they  typically  yield  about  20 
basis  points  less  than  a  comparable 
state  general  obligation  bond,  higher 
education  credits  are  still  a  big  busi- 
ness— approximately  $8  billion  were 
issued  last  year.  They  are  generally 
exempt  from  federal  taxes  and  aren't 
that  volatile.  Moreover,  says  Patrick 
Hennigan,  a  vice  president  at  J. P. 
Morgan  Securities  Inc.,  historically 
colleges  have  very  rarely  defaulted  on 
their  debt. 

To  rate  the  schools,  Standard  & 
Poor's  looks  at  their  complete  finan- 


cial operations,  plus  such  factors  as 
alumni  giving,  state  support  and  a 
school's  ability  to  win  government 
grants.  Another  key  measure:  wheth- 
er a  school  is  filling  its  freshman  class 
by  lowering  admission  standards — a 
probable  sign  of  declining  demand 
for  the  school's  product.  The  raters 
also  examine  attrition  rates,  and  the 
presence  of  nationally  recognized  aca- 
demic programs. 

S&P  currently  rates  about  400  insti- 
tutions. Only  6  receive  the  agency's 
highest  marks:  Stanford,  Harvard, 
Princeton,  Yale,  CalTech  and  New 
York's  Rockefeller  University. 

What  of  the  rest  of  the  Ivy  League? 
Columbia  and  Dartmouth  are  rated 
AA+,  while  Brown,  Cornell  and  Penn 
are  AA. 

All  six  top-rated  schools  enjoy 
heavy  student  demand,  and  thus 
some  pricing  ability  to  raise  tuition. 


Spectrum  of  college  bonds 

Issuer 

Year  of 

S&P 

Coupon 

Yield  to 

Recent 

maturity 

rating 

rate 

maturity 
or  call 

price 

Harvard 

2015 

AAA 

5.50% 

6.35% 

$89.77 

U  of  Maryland 

2012 

AA+ 

6.50 

6.65 

98.37 

Penn  State 

2016 

AA- 

5.50 

6.59 

86.99 

U  of  Southern  California 

2015 

AA 

6.75 

6.65 

100.66 

Georgetown 

2021 

AA- 

7.15 

6,70 

102.85 

Tulane 

2021 

A+ 

6.63 

6.69 

99.17 

Southern  Illinois 

2012 

A 

6.75 
°.  Morgan  S 

6.60 
xunties  Inc. 

101.18 

Sources:  J.J.  Kenny  S&P  Information  Services;  S&P;  J. I 

Texas  A&M  playing 
Stanford  this  year 
On  the  playing 
field,  the  Aggies 
won.  But  when  it 
comes  to  bond  rat- 
ings, Stanford 
triumphs. 
The  table  shows 
some  typical 
bonds. 


The  interest  rates  reflect  that  security: 
Harvard's  5y2s,  due  2015,  for  exam- 
ple, are  currently  trading  above  par 
and  yield  a  modest  6.35%  to  maturity. 
Massachusetts  state  general  obliga-' 
tion  bonds  of  similar  maturity  yield 
6.7%  to  maturity. 

Because  s&P  usually  won't  rate  a 
public  university  higher  than  or  even 
equal  to  the  parent  state's  general 
obligation  bond  rating,  no  state 
school  carries  an  AAA  rating.  Most 
"flagship"  state  universities  hold  ei- 
ther an  AA-,  AA  or  AA+  rating.  Penn 
State's  5V2S,  due  2016  and  rated  AA-, 
yield  6.59%  to  maturity. 

Note  that,  as  with  other  borrowers, 
universities'  ratings  can  change. 
Though  AAA-rated  for  now,  Rocke- 
feller University  carries  a  "negative" 
credit  outlook  by  s&P  partly  because 
of  its  heavy  reliance  on  uncertain  fed- 
eral grant  funding.  Tulane  (A+), 
Georgetown  (AA-),  Villanova  (A) 
and  Vanderbilt  (AA)  are  also  tagged 
with  "negative"  credit  outlooks.  A 
change  in  outlook  sometimes  pre- 
sages a  rating  change. 

In  the  last  year  schools  in  the  Uni- 
versity of  California  and  University  of 
Illinois  systems  were  downgraded  be- 
cause of  state  funding  crunches. 
Pennsylvania's  Dickinson  College 
suffered  a  rating  downgrade,  from  A 
to  A-.  Reasons:  heavy  dependence  on 
tuition  income,  competition  from 
similar  institutions  and  falling  student 
applications;  the  latter  has  forced  the 
school  to  accept  74%  of  all  applicants 
this  academic  year,  as  opposed  to 
picky  40%  in  1988. 

Schools  toward  the  bottom  of  the 
investment-grade  ratings  include  Se- 
ton  Hall,  Wagner  College,  University 
of  Hartford,  Susquehanna  and  the 
New  School  for  Social  Research.  And 
New  Jersey's  Fairleigh  Dickinson  get.*- 
one  of  the  very  few  non-investment- 
grade  ratings  (BB)  among  private 
schools,  owing  to  financial  losses  and) 
declining  enrollments.  Traders  esti-T 
mate  the  bonds  carry  a  tax-free  junk 
bond  yield  of  8%. 

Can  you  use  bond  ratings  to  predici 
football  outcomes?  Perhaps  you  cai 
Of  the  eight  games  so  far  this  ye.u 
between  current  Top  25  teams  witl 
unequal  bond  ratings,  the  lower  raj 
ed  team  has  won  seven  times,  l-'isca 
and  physical  strength  apparently  d< 
not  go  hand  in  hand.  ■ 
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The  key  to 
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The  key  to  the  Tower  of  London  where  the  English  Crown  Jewels 
have  been  in  safekeeping  since  the  mid- 13th  century. 


When  it  comes  to  personal  wealth  and  the 
(reservation  of  assets,  the  key  to  security  is  market 
mowledge.  And  the  ability  to  apply  it.  Anywhere, 
to  Jinytime,  every  business  day  in  markets  throughout 
he  world. 

At  Swiss  Bank  Corporation,  providing  our 
clients  with  this  kind  of  knowledge  and  responsive  - 
less  is  in  our  Swiss  tradition.  A  tradition  of  service 
excellence  based  on  more  than  100  years  of expen- 
se Jnce  in  global; portfolio  management.  And  with 
offices  in  34  countries  worldwide,  we  stand  ready  to 
lelp  our  clients  access  promising  investment  oppor- 
unities  around  the  world.  From  New\brk  to  Tokyo- 
]  -rom  common  investments  to  creative  hedging 
trategies.  We  do  it  all  with  a  commitment  to 


excellence  in  personal  service  backed  by  the  stability 
and  resources  of  the  15th  largest  bank  in  the  world 
ranked  by  equity. 

If  you're  an  investor  with  substantial  assets, 
and  would  like  to  know  more  about  how  Swiss  Bank 
Corporation  can  put  its  tradition  and  talent  to 
work  for  you,  call  for  our  Global  Investment  Pack- 
age. In  New\brk  City,  call  Jane  N.  Abitanta,  (212) 
574-3374.  In  San  Francisco,  call  Diane  Spirandelli, 
(415)  774-3324.  In  Los  Angeles,  call  Raymond 
Simon,  (213)  625-1926. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 
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The  key  Swiss  bank 


New  York  •  Chicago  •  Houston  •  Los  Angeles  •  Miami 
San  Francisco  •  Toronto  •  Montreal  •  Vancouver 


ON  THE  DOCKET 


Left-wing  activist  lawyers  have  found 
yet  another  way  to  tap  the  public  till. 

Taxation  without 
representation 


By  David  Frum 

Back  in  May  1984  David  Freeman,  a 
Duxbury,  Mass.  fireman,  savagely 
clubbed  his  wife,  fracturing  her  skull, 
severing  an  ear  and  leaving  her  partial- 
ly deaf.  His  punishment?  A  judge 
found  Freeman  temporarily  insane 
and  acquitted  him.  Nevertheless,  his 
employer,  the  town  of  Duxbury,  de- 
cided that  it  would  rather  not  have 
Freeman  responsible  for  the  safety  of 
its  citizens.  Freeman  was  fired. 

Freeman  filed  a  complaint.  Seven 
years  of  legal  proceedings  later,  he 
won.  The  Massachusetts  Commission 
Against  Discrimination  determined 
that  the  town  had  engaged  in  "handi- 
cap discrimination"  in  firing  Freeman 
for  his  aberrant  behavior.  A  commis- 
sioner ordered  the  wife  beater  rein- 
stated and  awarded  him  $200,000 
plus  12%  interest  for  back  pay  and 
emotional  distress.  The  town  of  Dux- 
bury is  appealing  the  Freeman  result, 
but  however  it  comes  out,  local  tax- 
payers will  have  hefty  legal  bills. 

If  the  idea  of  brutal  wife  beaters 
being  thus  rewarded  offends  you,  the 
story  gets  worse.  The  lawyers  who 
represent  Freeman  are  supported  by  a 
Boston  group  called  the  Disability 
Law  Center.  And  guess  who  helps 
support  the  Disability  Law  Center? 
Anybody  who's  had  money  pass 
through  a  Massachusetts  law  firm. 
Here's  how  that  works: 

In  the  course  of  legal  business, 
colossal  sums  of  clients'  money  pass 
through  lawyers'  hands.  Normally,  a 
lawyer  will  establish  a  separate  escrow 
account  for  each  of  the  checks  given 
to  him,  and  the  interest  earned  on  the 
account  will  belong  to  the  client  or 
will  be  assigned  by  the  client. 

Sometimes  the  interest  that  will  be 
earned  is  worth  less  than  the  trouble 


of  accounting  for  it.  A  client  buys  a 
house  and  the  $25,000  down  pay- 
ment is  left  in  the  lawyer's  hands  for  a 
few  hours.  Or  a  client  wins  a  $5,000 
personal  injury  lawsuit  and  collects  his 
money  from  his  lawyer  the  following 
day.  Or  a  client  retains  a  lawyer  and 
puts  down  a  $200  retainer  against 
future  services. 

Instead  of  tabulating  the  amount 
owed  to  each  client,  reporting  it  to  the 
irs,  cutting  a  check  and  then  charging 
the  client  for  the  time  in  doing  each  of 
these  things,  lawyers  create — in  addi- 
tion to  their  big  escrow  accounts — a 
pooled  "trust  account"  into  which 
they  put  all  the  checks  on  which  the 
interest  due  is  going  to  amount  to  less 
than  $25  or  $50. 

So  far,  so  boring.  But  in  the  late 
1970s  radical  lawyers,  sniffing  about 
for  money  to  fund  their  social  engi- 
neering projects,  noticed  these  inter- 
est-free trust  accounts.  In  1978  they 
persuaded  the  Florida  Supreme  Court 
to  order  every  lawyer  in  the  state  to 
collect  interest  on  his  pooled  trust 
account,  and  to  hand  that  interest  to 
the  state  bar  association  to  be  divided 


up  among  Florida's  "public  interest" 
law  firms. 

The  scheme  spread,  imposed  by 
state  supreme  courts  or  by  state  legis- 
latures— largely  composed  of  lawyers 
themselves.  Lawyers'  participation  in 
these  lOLTAs — Interest  On  Lawyers' 
Trust  Accounts  programs — is  now 
compulsory  in  24  states.  It  is  optional 
or  quasi -optional  in  25  others,  plus 
the  District  of  Columbia.  (Indiana  is 
the  only  state  with  no  iolta  program 
at  all.)  Since  1988  the  American  Bar 
Association  has  recommended  mak- 
ing iolta  programs  compulsory 
everywhere. 

Who  gets  the  money?  Lots  of  left- 
wing  groups.  The  group  that  won  the 
Freeman  case,  Boston's  Disability 
Law  Center,  is  one  example.  The 
National  Center  for  Youth  Law  ini 
California — which  has  sued  to  chal- 
lenge parental  notice  statutes  for 
abortion — is  another.  A  third  is  the 
Boston  Bar  Association's  Lawyers 
Committee  for  Civil  Rights,  which 
has  brought  lawsuits  to  redraw  Mas- 
sachusetts' electoral  districts.  Beyond 
that,  it's  hard  to  know,  because  the 
state  bar  associations  that  grant  iolta 
money  release  such  vague  informa- 
tion about  what  it  is  used  for. 

What  is  known,  however,  is  that 
since  Congress  told  the  federally 
funded  Legal  Services  Corp.  to  cut] 
back  funds  for  lobbying,  class-action 
lawsuits  and  other  political  action, 
ioltas  have  become  the  legal  left's 
most  reliable  source  of  income.  Ac 
cording  to  the  summer  1992  issue  of| 
Regulation  magazine,  published  by 
the  Cato  Institute,  the  total  revenue 
from  iolta  programs  in  the  49  states] 
and  the  District  of  Columbia  was 
$153  million  in  1990. 

If  all  of  this  doesn't  make  you  an- 
gry, this  certainly  will:  No  matter  how 
fervently  you  oppose  what  they  do 
you  have  no  choice  but  to  go  am 
kicking  money  into  a  slush  fund  for 
the  activist  bar.  A  U.S.  district  court  in] 
Massachusetts  held  in  May  that  ioi.tas 
are  neither  a  Fifth  Amendment-pro 
hibited  "taking"  of  clients'  money  noi 
a  violation  of  clients'  or  lawyers'  Pin 
Amendment  right  not   to  associate! 
with  causes  they  dislike. 

In  Freeman's  home  state,  they  usee 
to  call  this  taxation  without  reprcscn 
ration — and  made  rather  a  lot  of  fill 
over  it. 
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Ten  years  and  millions  of dollars  and  man-hours  have 
produced  200,000  school/business  partnerships  designed  to 
fuel  the  nations  school  improvement  movement.  Are  they 
having  an  impact?  Only  by  asking  the  question  can  we 
effectively  plan  for  business'  role  in  the  future. 
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By  Jerome   Cramer   and   Leanna   Landsmann 


Ten  years  ago  next  April,  a  bipartisan 
presidential  commission  released 
A  Nation  at  Risk,  a  report  warning 
Americans  of  our  failing  schools.  Its  strong 
language  and  call  to  action  launched  an 
unprecedented  wave  of  studies,  legislation 
and  school/business  partnerships.  Educators 
and  business  leaders,  some  tentatively,  some 
with  open  arms,  entered  into  these  alliances 
with  the  hope  that  they'd  strengthen  our  ele- 
mentary and  secondary  school  system  and 
stem  the  "rising  tide  of  mediocrity." 

There  are  now  more  than  200,000  such 
partnerships.  With  millions  of  dollars  and 
man-hours  invested,  many  school  reformers 
say  it's  time  to  take  stock  of  these  efforts. 

"These  partnerships  stemmed  from  a  move- 
ment demanding  school  accountability,  but 


ironically,  criteria  for  accountability  weren't 
built  into  many  of  them,"  says  Ray  Cortines, 
a  former  big-city  superintendent  with  a  reputa- 
tion for  stressing  clearly  defined  goals  in  such 
alliances.  "Lack  of  assessment  and  provable 
goals  may  scuttle  some  partnerships,  but  we're 
hopeful  that  the  need  to  be  accountable  will 
move  people  from  the  'feel  good'  programs  to 
those  that  deliver  substantive  change."  At  his 
new  post  at  the  Pew  Forum  on  Education 
Reform  at  Stanford,  Cortines  will  get  a  chance 
to  put  his  idea  to  the  test. 

Roger  Semerad,  director  of  the  RJR  Nabisco 
Foundation,  agrees.  "Fewer  than  10%  of  all 
school/business  partnerships  have  any  signifi- 
cant outcome  analysis,"  he  estimates.  This 
means  businesses  may  be  wasting  millions 
on  programs  that  serve  neither  the  needs  of 
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Business  Leaders 
Speak  Out 


^"^  In  America, 
school/business  partner- 
ships are  more  important 
than  ever  before  to  help 
improve  the  quality  of 
education.  Business  leaders 
must  be  concerned  about 
our  educational  system 
because  an  educated 
work  force  is  increasingly 
important  to  our  overall 
competitiveness  in  the 
global  economy. 

"We  at  Smith  Corona 
are  committed  to  improving 
education  and  writing  in 
America.  With  a  tradition 
of  providing  high-quality, 
easy-to-use  communica- 
tions tools,  we  have  helped 
students  and  schools  for 
more  than  100  years. 

"Schools  are  continually 
searching  for  affordable 
ways  to  motivate  and 
develop  writing  skills  in 
students.  Through  pro- 
grams such  as  our  Laptop 
Education  Program,  under 
which  schools  can  purchase 
our  laptop  personal  word 
processors  for  a  special 
price,  schools  can  provide 
students  with  the  tools  to 
help  make  learning  fun. 
Through  the  partnership  of 
educators  and  business,  we 
can  help  schools  make  the 
grade. 
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G.  Lee  Thompson 
Chairman  and 
Chief  Executive  Officer 
Smith  Corona 


students  or  businesses.  One 

of  Semerad's  current  tasks  is 

to  evaluate  the  results  of  the 

$30  million  in  grants  the 

Foundation  has  given  in  the 

last  three  years  to  Next 

Century  Schools  teams 

charged  with  creating 

"break  the  mold"  schools. 

"A  lot  of  companies  donate 

money  and  don't  know  if  it 

has  any  impact,"  says 

Semerad.  "We've  built  in 

ways  to  measure  our  results. 

Some  programs  won't  succeed,  and  we 

need  data  to  tell  us  why." 

Early  Partnerships:  A+  for 
Image,  C+  for  Effectiveness 

Sue  Otterbourg,  an  education  consultant 
to  the  Conference  Board  and  the  National 
Association  of  Partners  in  Education, 
explains  why  accountability  wasn't  always 
built  in  from  the  start.  "The  early  partner- 
ships —  mostly  adopt-a-school  models  — 
were  peripheral  to  the  lives  of  students 
and  teachers,"  she  says.  "They  deserved  an 
A+  for  image  and  a  C+  for  effectiveness. 
Often  they  were  run  from  public  relations 
departments  and  the  goal  was  company 
visibility.  Now  they're  more  likely  to  be 
run  from  human  resources  departments, 
because  the  goal  is  to  ensure  the  develop- 
ment of  a  quality  work  force.  This  has 
caused  a  shift  toward  more  rigorous 
accountability  and  a  change  in  the  nature 
of  the  partnership.  It  can't  be  peripheral 
anymore.  It  must  be  part  of  the  core  life  of 
the  school  to  be  successful." 

If  the  call  for  accountability  came  late, 
it's  because  "everybody  thought  that 
marginal  changes  would  fix  the  problem," 
says  Christopher  Cross  of  the  Business 
Roundtable,  an  organization  of  CEOs 
devoted  to  developing  constructive  solu- 
tions to  business  challenges.  Just  as  there 
is  a  new  focus  in  companies  on  zero 
defects  in  the  products  they  turn  out, 
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companies  are  starting  to 
"get  aggressive  with  schools 
and  demand  a  focus  on  ou 
comes  of  these  partner- 
ships," says  Cross. 

Can  Schools  Be 
Held  Accountable? 

Yes,  say  reformers.  The 
stringent  measures  of 
progress  currently  required 
of  business  involvement  in 
the  Louisville,  Kentucky, 
schools  are  a  case  in  point. 
As  part  of  a  statewide  reform  effort,  evalu 
ation  is  a  major  component  of  the  nine 
basic  tenents  of  school  improvement. 
David  Hornbeck,  a  consultant  who  helpe 
draft  the  Kentucky  reform  law,  says  that 
"assessment  is  the  key.  Business  has  to 
support  programs  that  work,  and  stop 
funding  programs  that  don't." 

The  goal  of  one  Louisville  partnership 
is  to  cut  the  number  of  high  school  drop- 
outs. The  business  community  helped  ere 
ate  a  comprehensive  program,  including 
providing  jobs  and  tutoring  year-round, 
and  enrolled  more  than  400  of  the  city's 
most  "at-risk"  students  (based  on  academ; 
and  economic  criteria).  The  schools  then 
identified  a  control  group  of  400  students 
using  the  same  criteria. 

The  key  to  this  program  is  a  career 
planner  who  acts  as  a  "significant  other" 
for  the  students.  Sponsored  by  the  busi- 
ness community,  this  counselor  works 
with  students  and  their  teachers  in  each 
school  to  provide  a  wide  range  of  acaden 
ic,  social  and  medical  services.  Students, 
also  enroll  in  what  are  called  "pre-emplo; 
ment  work/maturity  skills"  programs. 
They  learn  what  they  need  to  land  and 
keep  a  job.  The  Burger  King  Foundation 
provides  scholarship  money  for  students 
who  maintain  high  grade-point  averages 
and  attendance  records.  Counselors  also 
work  with  kids  to  plan  for  the  future  an 
emphasize  workplace  skills  needed  eitta 


It  was  an  unlikely  alliance. 

But  when  five  state  governments,  two  wildlife  conservation 
groups  and  one  energy  company  came  together,  32  species  of 
threatened  wildfowl  secured  a  brighter  future. 


The  partnership  called  itself  The  Playa  Lakes  Joint  Venture. 
Its  mission,  to  enhance  and  protect  the  wetlands  resource  of  the 
Playa  Lakes  region  critical  to  wildlife. 

Boosted  by  grants  from  private  landowners,  state  wildlife 
agencies  in  Texas,  Oklahoma,  Kansas,  New  Mexico  and  Colorado, 
with  the  US.  Fish  &  Wildlife  Service  and  Ducks  Unlimited,  Inc., 
matched  donations  from  Phillips  Petroleum  to  protect  vital  avian 
breeding  and  migrating  habitats.  Habitats  that  with  resources  and 
restoration  could  slow  the  dramatic  decline  of  millions  of  ducks, 
geese  and  cranes  from  lack  of  water. 

;  It  was  an  unlikely  alliance.  But  when  five  state  governments, 
two  wildlife  conservation  groups  and  one  energy  company  came 
in  with  concern  and  came  out  with  solutions,  it  seemed  more 
inspired  than  unlikely,  after  all. 

PHILLIPS  PETROLEUM  COMPANY® 


For  more  information  about  what  we  are  doing  to  protect  our  environment,  write:  Playa  Lakes,  Phillips  Petroleum  Company,  1 6C4  Phillips  Building, 
Bartlesville,  Oklahoma  74004. 
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^*^  Toshiba  America, 
Inc.  has  experienced  grati- 
fying success  in  its  partner- 
ships with  innovative 
classroom  teachers.  Our 
approach  is  modest:  Class- 
room teachers  tell  us  what 
they  need,  and  then  we  try 
to  help,  either  with  financial 
assistance  from  our  Toshiba 
America  Foundation  or 
with  equipment  grants 
through  our  five  operating 
companies. 

"We  are  excited  by 
the  potential  of  our  new 
partnership  with  the 
National  Science  Teachers 
Association  and  its 
ExploraVisions  Awards 
program.  Support  for  pro- 
grams of  a  professional 
education  association  — 
with  the  ability  to  affect  an 
entire  nation  of  teachers 
and  students  —  leverages 
a  corporation's  financial 
support. 

"We  encourage  other 
corporations  to  consider 
partnerships  that  combine 
the  expertise  of  an  educa- 
tion organization  with  the 
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Tadao  Taguchi 
Chairman  and 
Chief  Executive  Officer 
Toshiba  America,  Inc. 
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in  the  military  or  in  private  industry. 
Does  the  program  work?  Angelo 
Vaccaro,  program  director,  says  students 
who  participated  showed  significant 
improvement  over  the  control  group  in 
their  grade  averages,  the  number  of 
courses  passed,  attendance  and  graduation 
rate.  "We  took  students  from  the  bottom 
10%  of  their  classes  and  decreased  the 
dropout  rate  by  50%,"  he  says.  "We  have 
data  on  all  aspects  of  the  program"  that 
will  be  used  to  further  increase  its  effec- 
tiveness, says  Vaccaro.  "If  I  feel  good 
about  a  school  partnership  but  can't  prove 
that  it's  successful,  then  the  partnership 
isn't  doing  the  job." 

A  Partnership  Evolves:  A 
Case  Study 

Last  spring,  more  than  200  business  peo- 
ple and  educators  in  Ft.  Smith,  Arkansas, 
had  a  luncheon  to  celebrate  ten  years  of 
progress  in  the  community's  Partners  in 
Education  Program.  Ft.  Smith's  29  schools 
now  have  42  business  partners  that  do 
everything  from  providing  T-shirts  for 
grade-point  progress  to  offering  students 
and  teachers  sophisticated  computer 
instruction  tied  to  summer  jobs. 

Ft.  Smith  is  typical  of  the  evolution 
such  programs  are  undergoing  in  many 
communities.  Ten  years  ago,  Ft.  Smith 
educators  asked  for  help  from  Chick 
Boren,  manager  of  the  local  Planters 
Peanuts  plant.  Boren,  whose  children  were 
enrolled  in  Ft.  Smith  schools,  got  the 
company  involved  in  an  early  "adopt-a- 
school"  program.  In  reality  it  meant  that 
each  year  the  school  principal  presented 
Planters  with  a  wish  list.  Usually  the 
requests  were  for  items  like  chemicals  for 
the  chemistry  lab  or  pumps  for  the 
physics  department.  "Occasionally  the 
school  would  ask  for  a  little  cash,  and 
we'd  usually  find  that,  too,"  Boren  says. 

"After  a  couple  of  years  the  school  prin- 
cipal said  the  schools  needed  time,  not  just 
our  money.  Employees  started  visiting  the 


schools,  looking  for  ways  they  could  help. 
Our  employees  formed  a  group  to  be  on 
call  to  help  out  in  whatever  way  was  need 
ed.  That  meant  workers  spent  a  lot  of  tirm 
in  schools  talking  to  students." 

This  was  rewarding  to  employees  and 
students.  But  Boren  was  growing  frustrat- 
ed that  schools  continued  to  turn  out 
graduates  he  could  not  employ.  Often  the 
problem  involved  limited  math  and  sci- 
ence skills.  "Neither  the  students  nor  theii 
teachers  had  any  idea  that  to  work  in  a 
Planters  factory  —  one  of  the  largest 
employers  in  the  area  —  required  sophis- 
ticated work  with  statistical  analysis,"  he 
says.  Heads  of  other  businesses  agreed 
that  such  skills  were  lacking  in  too  many 
graduates. 

"It  was  my  turn  to  ask  the  schools  for 
favor,"  he  says.  He  contacted  other  facto- 
ries in  the  town  and  created  a  group  calle 
"Educators  in  Industry."  Teachers  now  gel 
continuing  education  credits  by  visiting 
plants  and  attending  classes  in  the  teach 
ing  of  statistical  analysis.  They  have  a 
clearer  idea  of  the  kind  of  workers  the 
companies  are  looking  for.  "Now  both 
high  schools  have  a  unit  on  statistical  pro 
cess  control.  This  is  one  example  of  how 
we've  helped  schools  teach  useful  skills  tq 
our  future  employees,"  says  Boren. 

Some  Seek  Revolution,  Not 
Evolution 

By  concentrating  on  a  single  element  of 
reform  —  school-based  management  -r- 
the  GTE  Foundation  hopes  to  revolution 
ize  the  Hillsborough  County,  Florida, 
schools.  This  concept  —  giving  power  to 
teachers  and  principals  instead  of  central 
office  administrators  —  is  considered  a 
key  element  in  school  reform. 

GTE  first  offered  eight  hours  of  train- 
ing to  600  parents  and  teachers  from  the 
county's  140  schools.  At  issue  were  tin- 
changing  roles  of  the  central  office  and 
local  school  management.  A  full  53  ol  the] 
140  schools  are  now  signed  up  for  the 
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Public  broadcasting  can  get 
education  reform  off  the  ground. 


Whether  you're  building  coalitions, 
planning  model  schools,  or  addressing 
public  awareness,  public  broadcasting 
gives  you  the  power  to  turn  your  plans 
into  reality. 

How?  For  starters,  it's  the  world's 
largest  broadcasting  system.  Its  distribution 
channels  cover  96%  of  America's  households, 
reach  more  than  29  million  students,  and 
have  the  potential  to  connect  with  nearly 
every  classroom,  home,  and  work  place 
in  America. 

Public  broadcasting  also  offers  tested 
products:  educational  programming  and 
tools  backed  by  more  than  30  years  of  positive 
experience  in  the  classroom.  It's  teaching 
physics  in  Kentucky,  geography  in  South 
Carolina,  reading  in  California,  and  Japanese 
in  Nebraska.  It's  even  training  teachers  in 
New  York  and  providing  technical  training  to 
workers  in  Detroit. 

And  it's  doing  so  with  exciting, 
innovative  technology,  such  as  interactive 
videodiscs  and  videocassettes;  computer 
networks;  two-way,  satellite-transmitted 
classes;  supplemental  teaching  guides  and 
student  learning  materials;  as  well  as  over- 
the-air  broadcasting  and  cable. 

Public  broadcasting's  combination 
of  experience,  programming ,  technology, 
tools — and  distribution  channels  —  can 
help  get  education  reform  off  the  ground. 

To  learn  how  public  broadcasting  can 
aid  your  education  reform  efforts,  write  to 
the  Corporation  for  Public  Broadcasting, 
P.O.  Box 549,  Alexandria,  VA  22313- 
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CORPORATION 
FOR  PUBLIC 
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NO  ONE  TRIES  TO  SEE  YOUR 
POINT  OF  VIEW  MORE  THAN  WE  DO 


Behind  every  television  we  build  is  the  person  who  will  eventually  sit  in 
front  of  it.  You.  By  understanding  what  you  want,  we've  created  TVs  that 
provide  the  biggest,  most  powerful,  most  involving  experience  you  can  get. 

Like  our  award-winning  SuperTUBE™  TV.  Its  breakthrough  FST®  (Flat 
Square  Tube)  technology  results  in  the  brightest,  sharpest  large  screen  TVs 
made,  virtually  eliminating  the  distortion  common  in  other  large  screen  TVs. 
You  helped  us  become  a  world  leader  in  display  technology  and  one  of  the 
largest  manufacturers  of  color  picture  tubes,  with  production  facilities  in 
Horseheads,  New  York  and  Lebanon,  Tennessee. 

At  Toshiba,  we've  always  believed  the  more  we  look  into  you,  the  more 
you  will  look  into  us. 

In  Touch  with  Tomorrow 

TOSHIBA 

Foi  -note  information  wteToshibo  America  Consumer  Products,lnc.,82  Totowa  Road.Wayne.NJ  07470  01  Toshiba  Howoii.lnc, Honolulu,  HI  96814,  SuperTUBE  is  a  trademark  of  Toshiba  Corp. FST  is  o  registered  trademark  ol  Toshiba  Corp.  Simulated  Picture. 
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^^  Hillsdale  College 
disseminates  a  newsletter, 
Imprimis,  which  recently 
featured  J.  Patrick  Rooney, 
Chairman  of  Golden  Rule 
Insurance  Company. 
Golden  Rule  paid  half  the 
tuition  of  a  grade  school 
child  who  wanted  to  leave 
the  public  system  and 
attend  a  private  school. 

"Why  support  private 
education?  Golden  Rule  is 
interested  in  helping  the 
disadvantaged,  aware  that 
private  schools  surpass 
public  schools  in  terms  of 
student  achievement,  and 
aware  that  public  schools 
have  failed  to  teach  work 
ethics.  Hillsdale  built  a  pri- 
vate elementary  school  to 
provide  parents  this  educa- 
tional choice.  These  practi- 
cal investments  by  a  busi- 
ness and  a  college  have 
impacted  their  community 
and  society.^ A 

Dr.  George  C.  Roche 
President 
Hillsdale  College 
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moving  in  this  direction  —  and  education  policy 
reformers  are  behind  them,"  says  Merenda.  "But  it's  a 
more  time-consuming  and  costly  process  than  scor- 
ing fill-in-the-blank  tests." 

Merenda  concedes  that  the  issue  of  how  best  to 
measure  what  a  student  learns  could  be  a  roadblock 
to  reform,  but  he  hopes  for  an  "assessment  summit" 
to  bring  clarity  to  the  differences  between  testing  and 
assessment.  "Two  purposes  would  be  served:  You 
can't  talk  about  assessment  unless  you  know  what 
outcomes  you  want  to  measure.  And  while  national 
standards  are  being  discussed,  there's  no  clear  con- 
sensus yet  on  what  it  is  that  students  should  learn. 
The  mathematics  educators  have  done  a  good  job 
putting  forth  math  standards;  the  other  subject  area 
experts  are  following  their  lead.  America  2000  set 
forth  broad  goals,  and  the  SCANS  Report  (The  Labor 
Secretary's  Commission  on  Necessary  Skills)  is  a  fine 
piece  of  work.  Businesses  are  a  necessary  voice  in  the 
discussion  going  on  right  now  about  what  should  be 
the  outcome  of  schooling." 

Policy  Change:  The  New  Priority  for 
Partnerships? 

Changing  one  school  at  a  time  isn't  fast  enough  for 
many  reformers.  Says  Esther  Schaeffer  of  the  National 
Alliance  of  Business  (NAB),  "The  structure  of  educa- 
tion no  longer  works.  Businesses  can  write  checks 
and  send  people  to  help  local  schools,  but  real  reform 
will  take  place  only  when  the  schools  undergo  sys- 
temic change."  And  that  won't  happen,  says  the 
Conference  Board's  Otterbourg,  until  "business  uses 
its  leverage  to  push  for  legislative  change  at  the  state 
level.  And  some  of  that  means  undoing  misguided 
legislation  that  was  passed  in  the  mid-eighties." 

Elizabeth  Noon,  an  education  expert  who  works 
with  districts  to  increase  the  effectiveness  of  teachers, 
asks  administrators  "to  bring  all  the  local,  state  and 
national  rules  and  regulations  by  which  their  teachers 
must  abide  to  their  first  meeting"  with  her. 
"Sometimes  they  look  at  me  like  I'm  crazy,  but  we  go 
over  them  and  discuss  those  that  stand  in  the  way  of 
real  instructional  improvement.  Even  though  they're 
aware  of  the  problem,  they're  always  surprised  at  just 
how  many  unproductive  rules  there  are." 

David  Hornbeck,  a  former  Maryland  state  superin- 
tendent of  public  instruction  now  working  for  the 
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^*^  Public  broadcasting 
has  jumped  feet  first  into 
the  nationwide  education 
effort.  In  all  we  do  — 
instructional  television,  dis- 
tance learning  via  satellite 
and  general  audience  pro- 
grams from  The  Civil  War 
to  All  Things  Considered — | 
our  goal  is  to  educate.  The 
Corporation  for  Public 
Broadcasting  is  funding 
national  teleconferences, 
beginning  in  January,  that 
will  let  local  community 
education  leaders  talk  with 
national  school  reform 
experts.  Public  broadcast- 
ing and  business  are  natu- 
ral allies.  CPB  has  joined 
Texaco  Inc.  and  WNET/ 
New  York  to  create  the 
National  Teacher  Training 
Institute,  bringing  together 
teachers  to  develop  cre- 
ative approaches  to  teach- 
ing math  and  science  with 
public  television.  #tt 

Richard  W.  Carlson 
President  and 
Chief  Executive  Officer 
Corporation  for  Public 
Broadcasting 
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Let  others  deplore  the  poor  perform; 
of  the  American  student.  Wanda 
Calloway  knows  they  have  as  much 
"thinking  power"  as  young  people  an) 
where  in  the  world. 

Calloway  teaches  economics 
at  the  Lakeland,  Florida  Senior  High 
School.  Showing  kids  how  to  think 
is  her  passion. 

How  does  she  do  it?  Look  at 
Brother,  can  you  spare  a  ruble?,  a  recen 
economics  project  she  created.  It  cast 
group  of  Lakeland  seniors  as  Amerk 
entrepreneurs  deciding  whether  to 
invest  in  the  former  ussr.  Exploring 
that  question,  the  students  gained 
a  basic  understanding  of  international 
trade  and  interdependence  in  a  globs 
marketplace.  Even  more  important, 
they  learned  how  to  think  critically, 
backing  opinion  with  fact.  The  trade 
policy  proposal  they  developed  in 
class  was  ultimately  sent  to  the  Pre 

Wanda  Calloway  was  one  of 
five  top  winners  in  the  30th  Anni 
National  Awards  for  Teaching 
Economics  presented  in  Washing 
this  past  September.  We  congratuk 
her  for  an  outstanding  job. 

International  Paper  has  funde 
the  National  Awards  for  Teaching 
Economics  for  the  last  18  years.  (The 
Awards  themselves  are  made  by 
the  National  Council  on  Economic 
Education.)  We  also  support  public 
school  education  through  our  Educat 
and  Community  Resources  (edcori 
program.  Forty-four  school  systems 
now  participate  in  this  enrich  me 
program,  which  encompasses  kii 
garten  through  high  school. 

We  think  it's  good  business 
todays  students  become  the  inform* 
incisive,  internation  illy  oriented  leaders 
we  will  need  tomorrow. 


INTERNATIONAL^ A)  PAPER 
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^*^  International  Paper 
takes  great  pride  in  the  fact 
that  the  principles  upon 
which  our  business- 
education  partnership  was 
founded  36  years  ago  are 
equally  effective  today. 
EDCORE  (Education  and 
Community  Resources)  is 
our  flagship  program  for 
funding  K-12  public  educa- 
tion in  44  school  districts 
where  International  Paper 
has  a  significant  presence. 
The  main  thrust  of  the 
EDCORE  program  is  the 
joint  identification  of 
community-based  efforts 
that  can  bring  long-term, 
systemic  change  to  the 
education  system. 

"International  Paper's 
Foundation  complements 
its  education  funding  with 
grants  to  strengthen  other 
community  services  such  as 
health,  job  training  and 
child  care  programs.  We 
believe  business  education 
partnerships  are  made 
more  effective  when  sup- 
plemented by  business- 
community  alliances.  AA 

John  A.  Georges 
Chairman  and 
Chief  Executive  Officer 
International  Paper 
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Business  Roundtable,  is  spreading  the 
word  that  new  laws  will  have  to  be  written 
to  force  changes  in  public  schools.  These 
new  laws  would  reflect  nine  key  premises. 

1.  The  new  schools  will  be  committed  to 
four  basic  assumption's: 

•  All  students  can  learn  at  higher  levels. 

•  We  know  how  to  teach  all  students 
successfully. 

•  The  curriculum  must  reflect  high  expec- 
tations for  all  kids,  though  instructional 
time  and  strategies  may  vary. 

•  Every  child  must  have  an  advocate. 

2.  The  new  system  is  based  on  perfor- 
mance or  outcomes.  Rather  than  mea- 
suring how  much  money  is  spent  or 
how  many  days  school  is  in  session, 
success  will  be  measured  by  how  well 
students  are  performing. 

3.  Measuring  success  must  be  a  major 
element  of  reform. 

4.  Schools  should  be  helped  to  improve 
and  rewarded  for  success. 

5.  School  staff  should  have  a  major  role 
in  making  decisions  about  teaching 
and  learning. 

6.  Staff  development  is  essential  for 
reform  and  success.  . 

7.  A  high-quality  kindergarten  should  be 
available  to  disadvantaged  students. 

8.  Health  and  other  social  services  should 
be  provided  early  to  help  kids  prepare 
for  learning. 

9.  Technology  can  be  used  to  raise  stu- 
dent and  teacher  productivity  and 
expand  learning. 


So  far  12  states  are  creating  such  legis-l 
lation.  These  nine  points  have  been 
embraced  by  every  major  business  trade 
group  and  association  in  America. 
Hornbeck  believes  they  will  serve  as  the 
basis  for  the  next  great  reform  initiative 
education. 

Kentucky  Takes  the  Plunge 

But  how  should  states  execute  this 
blueprint?  In  1988  the  state  supreme 
court  of  Kentucky  forced  the  legislature  td 
create  a  new  system  of  education.  It  void  J 
ed  the  state  department  of  education  and 
mandated  that  the  state  start  from  scratch! 
Hornbeck  was  called  in  to  help  create  the 
new  school  system  based  on  these  nine 
points. 

To  assess  outcomes,  Kentucky  is 
spending  $29  million  to  find  ways  to  evall 
uate  students'  portfolios  and  projects.  Th^ 
emphasis  is  no  longer  on  standardized 
tests.  Assessment  mechanisms  will  ask 
kids  to  demonstrate  what  they  know,  not| 
what  they  failed  to  learn. 

There's  money  to  reward  teachers  andl 
schools  that  succeed.  Schools  can  receive] 
up  to  40%  more  for  budgets  in  salaries 
and  bonuses  if  a  school  meets  certain 
goals.  If  it  repeatedly  fails  to  meet  targeted 
goals,  a  school  could  see  a  cutback  of  5%l 
of  its  funding,  and  tenure  would  be  sus- 
pended. This  would  make  it  easier  to  get 
rid  of  unsuccessful  teachers.  Over  the  nejj 
five  years  the  power  of  local  school  boara 
will  nearly  disappear  as  local  school  couij 
cils  are  created.  The  power  in  schools  the! 
will  belong  to  a  group  of  teachers,  paren| 
and  the  school  principal. 

"The  reason  school  reform  in  ChicaJ 
has  stalled  is  because  little  attention  was 
paid  to  staff  development,"  Homlxvk 
says.  "Teachers,  parents  and  even  princi- 
pals didn't  know  how  to  operate  in  a  ne\ 
system."  To  avoid  this  problem,  Kentuct  | 
schools  will  spend  $25  per  child  ovei  fivjj 
years  helping  staff  working  within  a 
school-based  management  system. 
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'ou'd  think  it  was  invented  just  yesterday.  It's  smarter 

>e      vou  can  create  and  store  documents,  move  and  delete 

matically    It's  quieter  than  ever  before,  thanks  t< 

designed  to  do  one  thing    -  writing   -  and  do  it  simply, 

you've  written  off  typewriters,  it's  time  you  got 
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Advertisement  14 


Business  Leaders 
Speak  Out 


^*^  We've  all  heard 
the  bad  news  —  that 
America's  public  schools 
are  failing  our  children.  But 
there's  some  good  news, 
too.  Parents,  educators, 
government  officials  and 
business  leaders  are  forg- 
ing new  partnerships  to  put 
excellence  back  in  educa- 
tion. What  does  business 
bring  to  the  partnership? 
Business  can  help  improve 
education  in  three  ways: 
by  aggressively  pushing 
for  education  reform  at  the 
state  and  local  level,  by 
supporting  organizations 
with  a  proven  track  record 
for  bringing  innovative  and 
worthwhile  programs  to 
the  classroom,  and  by 
encouraging  retirees  and 
employees  to  get  involved 
in  their  local  schools  as 
mentors,  teachers  and 
tutors.  When  it  comes  to 
education  reform,  there's 
no  room  on  the  sidelines. 
We  all  have  a  part  to 
play. 
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CJ.  Silas 

Chief  Executive  Officer 

Phillips  Petroleum 
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BUSINESS 

Partnerships 


The  state  also  will  spend  $200  million 
in  technology  for  schools  —  a  move  that 
will  permit  up  to  33%  of  the  state's  Stu- 
dents to  attend  school  before  and  after 
school  hours  or  during  the  summer 
months.  Grade  levels  will  be  abolished 
until  the  fourth  grade.  Instead,  primary 
students  will  spend  as  much  time  as  they 
need  mastering  a  full  range  of  basic  educa- 
tion. Only  after  proving  they  have  mas- 
tered the  basics  of  reading,  math  and  other 
subjects  will  they  start  in  the  fourth  grade. 

While  these  changes  are  implemented, 
the  major  businesses  in  the  state,  includ- 
ing United  Parcel  Service,  Humana  and 
Ashland  Oil,  are  spending  more  than  $  1 
million  to  make  sure  "the  state  doesn't  go 
back  on  its  commitments  to  change," 
Hornbeck  says.  This  includes  a  major 
media  effort  to  inform  citizens  about  their 
"new"  public  schools. 

Will  These  Kinds  off  Reforms 
Come  Your  Way? 

If  the  Business  Roundtable  and  David 
Hornbeck  have  anything  to  do  with  it, 
they  will.  Currently  Hornbeck  is  traveling 
to  various  states  considering  similar  legis- 
lation and  working  with  powerful  busi- 
ness groups  to  put  the  reforms  squarely 
on  the  agenda,  performing  what  is  called  a 
'gap  analysis.'  Hornbeck  offers  a  detailed 
nine-point  reform  agenda  and  matches  it 
to  the  performance  of  the  state  schools. 
Legislators  then  write  laws  to  bring  states 
in  line  with  the  Roundtable  reform  sug- 
gestions. 

In  South  Carolina,  business  leaders  are 
diligently  keeping  the  pressure  on  for 
more  radical  change  in.schools.  Bob 
Thompson,  vice  president  for  public 
affairs  at  Springs  Industries,  one  of  the 
largest  textile  manufacturers  in  the  state, 
says  that  his  corporation  is  working  with 
local  schools  as  well  as  with  state  leaders 
to  assure  change  in  public  schools. 
"Education  is  squarely  a  business  issue," 
he  says.  "We've  formed  a  permanent  coali- 
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tion  and  won't  quit  till  schools  have  bee 
reformed." 

Springs  also  works  in  local  communi 
ties  to  push  the  reform  agenda.  A  numb 
of  the  company's  employees  are  school 
board  members  —  employees  are  encoij 
aged  to  run  for  these  seats  —  and  the 
company  supports  local  foundations  in 
communities  near  their  plants.  These 
plants  sponsor  workplace  literacy  work- 
shops so  employees  and  their  families  a  flue 
master  basic  literacy  and  advance  by 
learning  clerical  and  computer  skills.  In 
the  summer,  administrators  and  teacher 
are  encouraged  to  take  temporary  jobs  i]  K 
the  factories.  They  take  part  in  human 
relations  training  and  public  relations 
workshops  and  learn  management  skills 

NAB's  Schaeffer  cautions  that  we 
shouldn't  discourage  the  narrowly  focus 
partnerships  that  assist  teachers,  help  bi 
band  uniforms  or  provide  mentors  to  sti  ^ 
dents.  "Schools  need  a  range  of  involve- 
ment with  businesses.  But  both  parties 
must  also  commit  to  programs  with  big 
goals  for  change,  realize  that  those  goal; 
may  take  another  decade  to  reach  and  b| 
willing  to  stick  with  each  other." 

Otterbourg  puts  it  this  way:  "We've 
come  part  way  in  improving  our  school; 
but  we  aren't  there  yet.  Real  change  is 
hard.  The  truth  is,  the  weak  performaiu 
to  date  of  many  reform  proposals  is  fore 
ing  us  to  come  to  grips  with  what  schoo 
can  and  can't  do.  We  have  to  educate  k; 
for  a  different  future.  To  do  that,  people 
—  especially  parents  —  have  to  know 
why  a  different  education  and  a  di  floret  i 
type  of  school  are  necessary." 
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Jerome  (  ramei  is  a  journalist  who  has  reported  ■ 

business  and  education  for  firm*,  Exnuih 

Roll  <  ail,  Instructor  and  the  MacNril  Lehrei  Rtpoij 

1 1  .iiin.i  i  andsmann  is  an  education  writet  and  pa 
n,  i  in  I  andsmann  &  Schut:   1 1  ompanj  thai  he! 
businesses  target,  theii  school  reform  elTon 
schools  bettei  communi<  an  thi  ii  Improvement  I 
to  parents,  students  and  th<  it  i  ommunii 
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Government  Is  the  Problem, 
Not  the  Solution 


worl 


obs 


ins 
skil 


Many  of  us  automatically  assume  that  programs  that 
•e  turned  over  to  the  national  government  are  doomed  to 
saster.  The  U.S.  Postal  Service  is  a  national  joke;  education 
id  welfare  programs  are  a  public  scandal.  The  typical 
itizen  tends  to  shrug  and  say,  "What  can  you  expect  from 
overnment?" 

But  government  bureaucracy  is  growing,  not  shrinking, 
md  it  threatens  to  control  our  lives  if  we  don't  do  something 
bout  it.  We  have  allowed  the  "public  sector"  to  grow  in 
ower  and  influence  because  we  haven't  defended  the  rights 
f  the  "private  sector."  We  have  forgotten  that  we  are  the 
rivate  sector. 

And  the  view  of  government  as  the  ultimate  "problem- 
olver"  still  persists.  Many  have  given  in  to  the  idea  that  our 
roblems  are  too  big  to  face  alone.  We  stoop  to  politics  when 
it  should  be  reaching  for  something  higher,  and  that 
omething  higher  is  our  own  individual  initiative. 

Government  is  the  problem,  not  the  solution. "  This 
|  reposition  was  the  single  greatest  lesson  of  the  Reagan 
evolution.  It  was  perhaps  the  single  greatest  political 
md  I  JSSOn  °f  our  century.  Our  task  is  to  share  this  lesson  with 
he  next  generation. 

Hillsdale  College  has  long  practiced  what  it  preaches. 
■Ve  enrolled  women  and  minorities  nearly  two  decades 
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before  the  Civil  War.  We  have  never  accepted  one  cent  of 
federal  funds  because  federal  funds  invariably  mean 
federal  control.  We  fund  students  with  aid  from 
private  sources. 

Over  the  last  20  years,  we  have  sponsored  over  2000 
on  and  off  campus  lectures  on  national  issues.  From 
these,  we  select  challenging  speeches  and  publish  them  in 
our  monthly  digest,  IMPRIMIS,  which  means  'In  the  first 
place."  This  is  the  largest  publication  of  its  kind,  with 
circulation  fast  approaching  half 
a  million. 

IMPRIMIS  IS  FREE  TO 
ANYONE  WHO  REQUESTS  A 
SUBSCRIPTION-NO  STRINGS 
ATTACHED,  NO  OBLIGATION. 
It's  our  way  of  extending  Hillsdale's 
educational  mission  to  a  national 
audience.  Please  call  or  write  today.  Dr.  George  Roche 

President,  Hillsdale  College 


Interested  in  the  war  of  ideas?  IMPRIMIS  features 
original  articles  by  Ronald  Reagan,  Charlton  Heston, 
William  F.  Buckley,  Jr.,  Jeane  Kirkpatrick,  Thomas 
Sowell,  Malcolm  Forbes,  Jr.,  Lynne  Cheney,  Tom  Wolfe, 
and  hundreds  more.  Receive  IMPRIMIS  free  every 
month.  Mail  this  coupon  to  IMPRIMIS,  Dept.  FB-10, 
Hillsdale  College,  Hillsdale.  MI  49242. 

Or  call  toll-free:  1-800-535-0860 
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Even  a  brilliant  entrepreneur  like  Sidney  Harman  found 
he  couldn't  run  a  business  from  3,000  miles  away. 

California, 
here  we  come 


By  Linda  Killian 

Sidney  Harman,  74,  is  chairman  and 
chief  executive  of  Harman  Interna- 
tional Industries,  based  in  North- 
ridge,  Calif.  Until  mid- 1991  he  tried 
to  run  the  company  from  an  office  in 
Washington,  D.C.  Harman  Interna- 
tional was  deep  in  red  ink,  losing  $20 
million  on  sales  of  nearly  $600  million 
for  1991.  Alarmed,  Harman  moved 
to  a  home  in  Marina  del  Rey,  a  40- 
minute  drive  from  his  audio  equip- 
ment plant.  Presto!  Harman  Interna- 


tional is  profitable  again;  it  eked  out  a 
profit  of  $3.5  million,  or  39  cents  per 
share,  in  the  fiscal  year  ended  in  June. 
Harman  now  realizes  that  with  the 
boss  so  far  away,  his  on-the-spot  man- 
agers were  too  tolerant  of  mediocre 
performance.  "There's  a  big  differ- 
ence in  running  a  company  from 
3,000  miles  away  and  when  you  have 
your  nose  pressed  up  against  it,"  Har- 
man now  concedes.  After  terminating 
Donald  Esters,  his  president  and  chief 
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Sidney  Harman,  chairman  of  Harman  International  Industries 
"We  tripped  over  our  own  feet." 
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operating  officer  for  six  years,  Har- 
man told  Forbes:  "We  can  do  a  lot 
better  than  we've  been  doing." 

Sidney  Harman  should  know.  He, 
and  a  partner,  Bernard  Kardon,  start- 
ed the  company  in  New  York  as  Har- 
man Kardon  back  in  1953.  Theii 
product  was,  at  the  time,  a  newfan- 
gled one:  components  for  home  ste- 
reo systems.  "High  fidelity  as  w< 
know  it  didn't  exist.  We  were  invent- 
ing an  industry,"  says  Harman. 

The  company  gained  a  reputation 
among  audiophiles  for  quality  prodH 
ucts,  and  did  well.  Three  years  later 
Kardon  wanted  out,  so  the  company 
went  public.  Harman  ended  up  with  a 
third  of  the  stock,  then  worth 
$720,000.  He  kept  expanding,  ac^ 
quiring  JBL  in  1969,  and  became 
major  factor  in  the  audio  speaker  busi- 
ness. Harman  ran  an  efficient  shop 
and  the  company  prospered. 

In  1977  Harman  sold  the  company 
to  Beatrice  Foods  for  $100  million 
He  spent  the  next  two  years  in  the 
government,  as  President  Jimmy  Car- 
ter's Under  Secretary  of  Commerce. 
He  met  his  second  wife,  Jane,  a  Wash 
ington  lawyer  27  years  his  junior,  who 
was  also  in  the  Carter  Administration 

Harman's  company  languished  un- 
der Beatrice,  and  in  1980  HarmanflJ 
bought  back  most  of  it  for  $55  mil- 
lion. He  began  expanding  into  pro 
fessional    equipment    for   recording 
studios   and  concert  halls.   He   ac 
quired  smallish  but  troubled  audic 
companies,  including  a  car  speaker 
maker  and   Infinity,   a   high-quality 
speaker  company. 

Infinity  had  a  good  name  but  was 
losing  money.  So  Harman  consolidat 
ed  its  manufacturing  operations  with 
JBL  in  Northridge.  It's  now  profitable 
with  sales  of  $80  million.  "A  big  part 
of  Harman's  success  has  been  turning 
these  companies  around,"  says  Ber 
nard  Girod,  chief  financial  officer.' 

Sidney  Harman  felt  pretty  good — 
running  his  old  company  again,  ye 
living  in  Washington,  D.C,  3,00 
miles  away. 

So  what  went  wrong  in  1991  ?  Th 
auto  industry,  which  provides  30%  o 
sales,  went  into  a  tailspin,  and  fou 
acquisitions  went  bad.  The  worst  w.i 
his  original  company,  Harman  K.u 
don.  Beatrice  had  sold  this  to  .i  lap.i 
ncse  electronics  firm,  and  Harnui 
bought  it  back  in  1985  for  $2.5  mil 

Forbes  ■  November  23,  ll>°. 
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Dear  IBM, 

SUN,  HP 
UNISYS  and 

ICLuser, 
CLARiiON 
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will  blow 
you  away ! 

c     CIARiiONfrom  Data  General-  the  faster,  smaller,  UNIX®open  storage  systems 
that  connect  to  IBM,  SUN,  HP,  UNISYS  and  ICL  for  a  price  that's  music  to  your  ears! 

Computer  companies  everywhere  have  been  making  a  lot  of  noise  lately  about  UNIX^open  storage  systems. 
The  problem  is  that's  all  they've  been  making-noise !  At  Data  General,  we've  gone  quietly  about  our  business  and  have 
actually  created  remarkable  open  storage  systems  called  CLARiiON.  And  CLARiiONis  one  call  everyone  should  heed 
because  CLARiiON  connects  to  the  UNIX  systems-based  IBM  RS/6000,  SUN  SPARCserver  600  series, 
HP  9000-800  series,  UNISYS  U6000  series  and  ICL  DRS  6000.  Its  RAID  technology  vastly  increases  the  storage  capacity 
1  g   and  high  availability  of  these  systems.  And  CLARiiON  does  it  all  for  a  price  that's  so  low  it  will  fit  right  in  with  the  rhythm 
ofyourbudget(aswellasunderyourdesk)!Soifyouwant  uninterrupted  data  access,    ^^ 
24  billion  BYTES     data  l°ss  protection,  low-cost  data  redundancy  and  increased  disk  performance,         ^k 
in  2.7  SQ.  FT!  all  ofwhichyou  can  maintain  yourself,  M  Data  General 

think  CLARiiON  and  call  1-  800-DATA  GEN  ■  ■■■  wiS"  the  WoHd 


J|  ©1992  Data  Genera!  Corporation 

UNIX  is  a  registered  trademark  of  UNIX  Systems  Laboratories,  Inc. 
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NANNETTE        PATTERSON 

United     Negro      College     Fund     Scholarship     Student. 

S  p  e  I  m  a  n      College. 


WHEN      NANNETTE  A  $7, 500  annual   scholarship 

PATTERSON    HAS    TO  made    available    through  the 

hit  the  books,  she  doesn't  United  Negro  College  Fund, 
just  take  notes.   She  plays  a  few  "It  was  music  to  my  ears,"  says 

as  well.  Nannette.  "College  is  hard  enough. 

"My  old  friend  Mozart,"  she  At  least  now  with  the  scholarship 

laughs,  drawing  her  bow  across  a  money,  I'll  have  one  less  thing  on 

well-worn. cello.  "You'd  be  amazed  my  mind." 

at  how  many  computer  science  At  Toyota,   we   believe   in 

papers   he's   helped    me    get  supporting  young  minds  as  much  as 

through  this  year."  possible.  That's  why,  since  1988 

Last  year  Nannette's  studies  we've  donated  80  scholarships  to 

received  some  help  from  a  rather  UNCF  through  our  nationwide 

more  contemporary  source.  Toyota  Scholar  Program. 


Helping  students,  like  Nannette, 
achieve  their  academic  goals  and 
setting  them  on  the  path  to 
achieving  their  career  goals  as  well. 

For  Nannette,  that  path  will 
include  a  brief  detour  towards  an 
internship  at  Toyota's  headquarters 
in  California. 

"I'm  really  grateful,"  she  says. 
"Being  able  to  put  some  of  what  I'm 
studying  into  practice  is  going  to 
be  a  real  bonus." 

Since  1944,  the  UNCF  has 
been  providing  educational 
opportunities  for  promising, 
financially  disadvantaged  young 
people.  And  for  the  last  two 
decades  they've  had  a  motto  which 
pretty  well  sums  up  the  importance 
of  these  efforts:  "A  mind  is  a 
terrible  thing  to  waste." 

To  Nannette  Patterson,  it  means 
much  more  than  just  words. 

"There  are  thousands  of  kids 
out  there  who  have  so  much  to 
offer  this  country.  All  they  need  is 
someone  who  cares  enough  to  give 
them  a  helping  hand. 

"It's  like  my  old  cello  there,"  she 
says.  "It's  capable  of  such  beautiful 
music.  But  it  won't  make  a  sound 
until  someone  gets  behind  it." 

TOYOTA 

INVESTING  IN  THE  INDIVIDUAL 


UNCF  is  one  of  the  hundreds  of  projects  Toyota  supports.  For  more  information,  contact  United  Negro  College  Fund,  500  East  62nd  Street,  New  York,  NY  10021. 


INVESTING? 


TURN  TO  THE  FORBES 

ANNUAL  REPORT  PORTFOLIO 

ON  PAGE  168  IN  THIS  ISSUE 

TO  RECEIVE  VALUABLE  CORPORATE 

INFORMATION  ON  LEADING  AND 

GROWING  COMPANIES. 


Keep  more 

of  your  revenue 

internal. 


Twentieth  Century  Tax-Exempt  Intermediate  Term  helps  you  pay 
less  to  the  IRS,  because — unlike  taxable  investments — the  income 
you  earn  is  not  subject  to  federal  income  tax.  In  today's  investment 
environment,  a  tax-exempt  fund  can  be  smart,  because  it  can  help  you 
get  better  results  than  with  a  taxable  investment.  For  more  complete 
information  about  Twentieth  Century,  including  charges  and  expenses, 
call  for  a  free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 


1-800-345-2021 

Investment  income  may  be  subject  to  state  and  local  taxes  and 
the  federal  alternative  minimum  tax.  Capital  gains,  if  any,  are  not 
exempt  from  federal  income  tax 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 
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Harman  International 

lion  in  cash  and  $6.5  million  in  conj 
suiting  fees.  In  1990  it  brought  out 
line  of  audio  equipment  including 
CD  player  without  a  changer,  whicl 
could  play  only  one  disc  at  a  time.  Th( 
division  lost  $11  million  in  1991. 

Working  1 1 -hour  days,  the  septuaj 
genarian   Harman   has   straightenec 
out  the  troubled  divisions  and  is  tryj 
ing  to  fix  the  components  business] 


Speakers  made  in  Northridge,  Calif. 
Pleasing  audiophiles  the  world  over. 


The  firm's  core  is  still  speakers,  with 
sales  continuing  upward.  He  has 
completed  a  deal  to  produce  speakers 
for  Apple  computers.  Harman  also  is 
working  on  so-called  noise  and  vibra- 
tion cancelation  technology,  which 
has  applications  in  autos,  home  appli- 
ances and  industrial  equipment. 

Optimistic  as  ever,  Sidney  Harma 
recently  sent  a  letter  to  employees) 
assuring  them  he  plans  to  be  with  th 
company  for  a  long  time  to  come. 
"I'm  vigorous  and  in  splendid  health. 
I'll  outlast  many  of  the  guys  man 
years  junior  to  me,"  says  Harman. 

Sidney  Harman  owns  25%  of  the 
company's  10.8  million  shares.  These 
hit  a  high  of  24  in  1989,  but  dropped 
to  a  low  of  4V2  in  early  1991  before 
recovering  to  a  recent  10%.  While  a 
further  recovery  in  t  lie  stock  would  d< 
a  great  deal  for  his  net  worth,  it  would 
do  even  more  for  his  entreprencuria 
ego;  after  all,  his  name  is  on  Un- 
building. Meanwhile,  he  and  his  wife 
seem  to  have  settled  down  in  Califbn 
nia.  Jane  Harman  was  a  candidate  forj 
the  U.S.  Congress  this  month  from 
California's  36th  District. 
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SIMMONS  &  MRI  SEND 

DELTA'S  SKY  MAGAZINE 

SOARING  TO  NEW  HEIGHTS. 
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It's  official:  Both  Simmons  and  MRI  rank  Delta's  SKY  Magazine 
#1  of  all  inffight  publications  measured 


SKY  Magazine's  overwhelming  dominance  of  the 
inflight  category  isn't  surprising,  considering  its 
distribution  on  Delta  Air  Lines,  the  leading  carrier 
across  the  Atlantic  with  more  than  7  million 
passengers  each  month. 

But  what  may  be  a  big  surprise  is  SKY 's 
#1  ranking  among  all  Simmons- measured 
^  publications,  based  on  composition  of 
— ^^.   adults  responsible  for  the  purchase 
I   r  ^k   of  products  and/or  services  valued 
*   ^  \&,  at  $100,000  or  more  for  their 
companies.  Yes,  all publica 
tions,  which  means  SKY 
has  surged  ahead  of  the 
^  so-called  "core  buys," 
including  The 
Wall  Street  Journal, 
Forbes,  Fortune  and 
Business  Week. 


Simmons'  latest  study  makes  one  point  quite 
clear;  SKY  Magazine  has  transcended  the  inflight 
category  to  become  a  proven,  highly  efficient 
medium  to  reach  heavy-spending  top  managers. 

But  don't  take  our  word  for  it;  just  call  for  our 
media  kit  and  see  for  yourself.  (The  data  confirms 
what  our  advertisers  have  known  all  along.  And 
helps  explain  why  SKY  Magazine 's  advertising 
pages  are  up  more  than  20%  and  climbing.) 

Call  toll-free  today  for  a  media  kit: 
(800)  523-6809;  FAX:  (305)  493-8887 


h> 


<sKY 


Halsey  Publishing  Co., 

600  Corporate  Drive,  Ft.  Lauderdale,  FL  33334 

'Source:  1992  Simmons,  MRI 


Centel  wants  to  sell  itself  to  Sprint.  Mario  Gabelli 
and  his  funds  want  the  company  to  remain 
independent  and  make  even  more  money  for  them. 

Election  day  in 
December 


By  Gary  Slutsker 

Our  story  begins  almost  a  year  ago, 
when  we  profiled  Centel  and  quoted 
its  chairman,  John  (Jack)  Frazee  Jr.,  as 
saying  the  stock  was  way  undervalued 
(Forbes,  Dec.  23,  1991).  The  way 
Frazee  figured,  Centel  (1991  reve- 
nues, $1.2  billion)  then  had  a  private 
market  valuation  of  $65  a 
share,  more  than  double 
the  market  price.  An  inves- 
tor could  buy  Centel's  two 
parts — a  telephone  compa- 
ny and  a  cellular  phone 
business — for  the  price  of 
one. 

A  lot  of  shrewd  investors, 
including  Mario  Gabelli, 
bought  Frazee's  story  and 
bought  more  Centel 
shares.  Gabelli  &  Co., 
through  its  mutual  funds 
and  privately  managed  ac- 
counts, is  now  Centel's 
largest  shareholder,  with 
more  than  6%  of  the  shares. 

Barely  a  month  after  his 
pronouncement,  Frazee 
announced  he  was  putting 
Centel  on  the  auction 
block.  Then,  in  late  May, 
after  45  would-be  buyers 
looked  Centel  over,  Frazee 
announced  that  Centel 
would  go  to  Sprint  not  at  $65  a  share 
but  for  1 .37  shares  of  Sprint  stock  for 
each  share  of  Centel.  That  valued  the 
deal  at  $33  a  share,  which  was  well 
below  the  $37  the  stock  sold  for  on 
the  day  he  put  Centel  up  for  sale. 

On  Dec.  2  shareholders  will  vote  on 
Frazee's  proposed  deal  with  Sprint. 

Frazee,  of  course,  defends  his  deal. 
He  says  increased  competition  has 
been  eating  away  at  Centel's  local 


telephone  business,  which  is  about 
half  the  company.  Frazee  adds  that 
the  $1  billion  in  debt  he  took  on  to 
buy  cellular  properties — largely  from 
Sprint — was  preventing  the  company 
from  borrowing  more  for  additional 
acquisitions. 


Centel  Chairman  Jack  Frazee 
"This  is  not  theater." 


Gabelli  sees  things  differently.  He 
says  Centel  is  much  less  vulnerable  to 
competition  than  are  the  regional  Bell 
companies.  Centel's  local  phone 
companies,  in  places  like  Las  Vegas, 
Norfolk  and  Tallahassee,  are  among 
the  most  efficient  in  the  country. 
They  arc  100%  digital,  as  opposed  to 
less  than  70%  for  the  average  regional 
Bell.  It's  unlikely  that  a  competitor 
will  choose  to  go  head  to  head  with 


the  most  efficient  operator;  it's  muc 
more  likely  that  it  will  pick  on  the  leas) 
efficient. 

Gabelli  claims  that  Centel  standin 
alone  would  be  a  healthy  $1 -billion 
plus  company  with  earnings  growin 
at  40%  a  year. 

Both  sides  are  busily  lining  up  sup 
port  among  the  company's  45,00 
shareholders.  Frazee  has  been  visitin 
some  of  the  company's  institution 
investors.  He  also  has  company  offi 
cers  calling  individual  investors  | 
persuade  them  to  vote  for  the  deal. 
Frazee  won't  be  able  to  count  o 
the  vote  of  his  mountain-climbin 
buddy  and  Centel  director  Kenne 
Douglas.  The  recently  retired  vie 
chairman  of  Dean  Foods  was  the  sol 
dissenter  on  the  Centel  board,  al 
though  he  courteously  abstaine 
rather  than  vote  against  when  th 
board  approved  the  merger. 

Gabelli,  a  highly  successful  investo 
with  a  useful  flair  for  public 
ity,  suggests  that  Fraze<| 
and  his  advisers — Gold 
man,  Sachs  and  Morgar 
Stanley — ought  to  face  in 
vestors  in  a  kind  of  repeat  o 
the  second  presidential  de 
bate.  Gabelli  is  itching  tt 
serve  as  a  far-from-impar 
tial  moderator.  Frazee  say 
he  would  rather  meet  one 
on-one  with  investors  tc 
answer  questions,  as  he  ha; 
been  doing.  "To  me  that'j 
the  best  forum,"  he  says 
"This  is  not  theater." 

There  is  also  a  broade 
significance  to  this  spat 
The  sec:  recently  liberalize^ 
the  rules  that  long  prevent 
ed  shareholders  from  gang 
ing  up  on  a  company' 
management  without  firs 
filing  a  raft  of  tedious  docu 
ments.  Centel's  is  the  firs 
big  proxy  fight  to  make  use 
of  this  opening,  thus  testing  this  new 
shareholders'  right. 

And  here's  a  twist:  Despite  all  th 
heat  being  generated,  Gabelli  want 
Frazee  to  continue  running  Centel 
In  Gabelli's  offices  in  Rye,  N.Y.  M 
even  has  a  portrait  of  Frazee  hangint 
alongside  others  who  have  made  lot. 
of  money  for  his  clients,  from  Time 
Warner's  Steve  Ross  to  MCA's  lev 
Wasserman. 
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Mayday!  There  went  access  to  hundreds 
of  passengers'  names,  and  reservation 
information,  with  one  catastrophic  blink 
of  an  eye.  Another  computer  tragedy  that 
could  have  been  prevented  with  a  Power- 
ware®  System  from  Exide  Electronics. 

As  reliable  as  today's  computer  systems 
are,  the  energy  that  powers  them  is 
anything  but  fail-safe.  Surges,  sags,  and 
other  irregularities  are  saboteurs  that  can 
throw  any  computer's  flight  plans  into 
a  holding  pattern. 

Powerware  Systems  are  designed  to 
head  off  these  disasters  before  they  occur 
by  conditioning  utility  power  before  it  is 
fed  into  the  computer.  And  should  a 
power  outage  ever  threaten  to  ground 
you,  the  Powerware  System  is  standing  by 
to  provide  the  most  reliable  backup  power 
in  the  industry  today,  for  systems  ranging 
from  the  smallest  PC  to  the  largest 
mainframes. 

Even  more  important,  as  nine  out  of 
ten  computer  manufacturers  will  tell  you, 
our  crew  of  ace  power  consultants  has  the 
know-how  to  guide  your  system  through 
any  turbulence. 

Call  or  fax  us  toll-free  to  find  out 
more  about  Powerware  Systems 
from  Exide  Electronics.  Because  in  the 
fast-paced  world  of  airline  travel, 
computer  failures  just  won't  fly. 


■EXIDE  -ELECTRONICS 

Helping  You  Stay  In  Power 
Call  1-800  554-3448  Ext  506  or  Fax:  1  800  75-EMDE 
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EDITED  DY  FLEMING  HEEKS 


John  Nadolski's  Marietta  Corp.  makes  those  little 
bottles  of  shampoo  you  find  in  hotels.  It  also 
has  done  a  smart  business  in  melodrama. 

Peyton  Place, 
Inc. 


By  Nina  Munk 


Marietta  Corp.  Chief  Executive  John  Nadolski 
Sauerkraut,  shampoo— what's  the  difference. 
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John  Nadolski  is  something  of 
hero  in  Cortland,  N.Y.  Twenty-fo 
years  ago  he  captained  Cortlan 
High's  Purple  Tigers  to  an  undefeat 
ed  season — a  feat  the  football  tea 
has  matched  only  one  time  since. 

And  these  days  Nadolski's  Mariett 
Corp.  employs  510  people  in  its  up 
state  New  York  plant,  making  it  on 
of  the  largest  employers  in  this  lift! 
town  of  20,000.  Its  business:  packag 
ing  up  those  little  bottles  of  shampoi 
and  conditioner  you  find  in  Holida; 
Inns,  Marriotts  and  Sheratons. 

Revlon,  for  example,  ships  Mariett; 
over  40  tons  of  Flex  shampoo  a  week 
which  is  put  into  some  2  million  littl 
bottles.  Marietta  also  makes  up  sam 
pie  packets  for  cosmetics  makers  lik< 
Chesebrough- Pond's,  L'Oreal  ant 
Johnson  &  Johnson.  For  its  work,  th 
company  is  expected  to  report  earn 
ings  of  $1.8  million,  or  52  cents 
share,  on  revenues  of  $69  million  fo: 
the  fiscal  year  ended  Sept.  30. 

While  Marietta  has  not  gone  un 
scathed  by  the  slump  in  the  hote 
business — its  hotel  "amenities"  busi 
ness  is  off  about  10%  since  1989 
against  an  industry  down  20% — th 
company's  sample  business  has  mon 
than  made  up  for  it.  Thanks  to  inno 
vations  like  sample-size  packets  fo: 
face  creams  and  after-shave  lotion: 
that  are  strong  enough  to  be  inserte 
in  magazines,  Marietta's  sample  busi 
ness  has  been  growing  at  35%  a  yeai 
for  the  past  five  years.  Analyst  Ala 
Bernstein,  at  Chicago's  Hamilton  In 
vestments,  thinks  earnings  could  in 
crease  by  more  than  50%,  to  80  cents 
share,  in  fiscal  1993. 

But  despite  this  fine  record  an 
glowing  prospects,  almost  from  the 
company's  inception  in  1975,  Mariet- 
ta's cofounders  have  been  at  each 
other's  throats.  And  in  June  Mariet- 
ta's former  chief  financial  officer 
Thomas  Blair,  pleaded  guilty  to  dm-i 
bezzling  over  $400,000  from  the 
company  and  lying  to  the  sec.  The, 
U.S.  Attorney's  office  believes  that 
Blair  didn't  act  alone,  and  is  continu- 
ing its  investigation. 

Says  the  generally  taciturn  Nadolsl 
of  the  upheaval  at  Marietta:  "It's  sun 
been  a  learning  experience." 

The  problems  trace  to  the  compa 
ny's  very  beginnings.  Marietta  got  if 
start  17  years  ago,  when  sauerkraut 
packager  Manny  Siegle  saw  the  hofil 
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Incredibly  Credit  Suisse. 


For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 

We're  a  recognized  leader  in  the  world's  financial  markets,  combining 

vast  resources  with  the  discreet,  reliable  and  committed  service 

that  is  the  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  highly 

w  rated  financial  strength  be  your  passport  to  stronger  global  finance. 
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goodies — hand  lotion  and  sham- 
poo— his  brother  brought  back  from 
a  trip  to  Europe.  If  the  idea  worked 
there,  Siegle  reasoned,  why  not  here? 
But  Siegle  was  occupied  with  his  sau- 
erkraut business,  so  he  approached 
John  Nadolski,  the  24-year-old  son  of 
a  family  friend,  about  starting  a  hotel 
amenities  business.  Nadolski,  who 
was  selling  fence  posts  for  a  living  at 
the  time,  jumped  at  the  chance.  He 
set  up  a  small  office  in  the  back  of 
Siegle 's  sauerkraut  factory  and  started 
trying  to  drum  up  business. 

Business  was  very 
slow  in  coming.  Recalls 
Nadolski,  now  41:  "I 
tried  selling  the  idea  to 
a  bald  ex-Marine  at  the 
Holiday  Inn  who  said, 
'Look,  John,  who 
needs  shampoo?  You 
just  use  a  bar  of  soap.' 
It  seemed  pretty  hope- 
less." 

Manny  Siegle,  how- 
ever,  wasn't   discour- 
aged.      Putting       up 
around  $40,000  for  a 
packaging  machine,  he 
convinced  his  30-year- 
old  son  Victor  to  come 
home  to  be  Nadolski's 
partner.  A  former  sys- 
tems analyst  for  IBM, 
Victor  Siegle  was  col-      UI^^M 
lecting  unemployment 
in  Cambridge,  Mass.   "I  figured   I 
might  as  well  try  the  capitalist  world," 
he  explains. 

After  some  two  years  of  cold  calls 
and  visits  to  purchasing  managers, 
Nadolski  and  Siegle  finally  found  a 
taker  in  1978.  Hotel  Utah,  a  Westin 
Hotels  property  in  Salt  Lake  City, 
agreed  to  put  little  bottles  of  shampoo 
in  its  560  rooms.  The  contract  was 
worth  about  $20,000 — small  change 
compared  with  the  estimated 
$250,000  the  project  had  already 
cost.  But  it  was  a  start. 

Two  years  later  Siegle  and  Nadolski 
had  about  20  customers,  $1.2  million 
in  revenues  and  their  first  profits, 
some  $70,000.  That  year  they  raised 
$300,000  by  selling  off  30%  of  the 
company  to  a  group  of  about  two 
dozen  investors.  They  used  the  pro- 
ceeds to  buy  new  machinery  and  be- 
gin paying  back  Manny  Siegle. 

"We  had  no  idea  what  we  were 


doing,  but  somehow  it  worked,"  re- 
calls Victor  Siegle.  "We  had  no  mon- 
ey. We  didn't  know  anything  about 
packaging.  We  didn't  know  anything 
about  cosmetics.  We  didn't  know 
anything  about  hotels.  And  we  defi- 
nitely didn't  know  anything  about 
business." 

Siegle,  who  now  runs  a  computer 
software  company,  is  too  modest.  In 
1978  he  and  Nadolski  cleverly  con- 
vinced Gillette  and  Bristol-Myers  to 
provide  them  with  bulk  Ultra  Max 
and  Body  on  Tap  shampoos  at  little  or 
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Former  chief  financial  officer  Thomas  Blair  (left);  cofounder  Victor 
After  turning  on  Siegle,  Blair  looted  the  company  coffers. 


no  cost.  In  turn,  they  packaged  it  up 
and  sold  it  to  hotels.  It  was  a  clever 
deal.  The  hotels  were  delighted  to 
have  a  brand-name  product,  Gillette 
and  Bristol-Myers  got  their  brands 
out  to  millions  of  potential  custom- 
ers, and  Marietta  kept  its  costs  low.  At 
the  same  time,  the  company  guarded 
against  a  downturn  in  the  hotel  busi- 
ness by  diversifying  into  sample  pack- 
aging, lining  up  clients  like  Revlon 
and  Faberge. 

By  the  time  Marietta  went  public  in 
1986— Tucker  Anthony  &  ELL.  Day, 
Inc.  sold  40%  of  the  company's  equity 
for  $10  million — it  was  selling  130 
different  products  (including  shower 
caps  and  sewing  kits)  for  1,800  hotels 
and  hundreds  of  samples  for  dozens 
of  companies.  That  year  the  company 
earned  $985,000  on  sales  of  $12 
million. 

Success  notwithstanding,  Siegle 
and  Nadolski  never  really  got  along. 


Siegle  was  an  intense  engineering  and 
computer  science  graduate  from  Yale 
who  protested  against  the  Vietnam 
War;  Nadolski  was  a  good-looking 
high  school  football  star,  a  Young 
Republican  who  never  finished  col 
lege.  While  Siegle  loved  bird -watch 
.ing,  Nadolski  preferred  deer-hunting 
For  a  time  this  unlikely  pairin 
worked,  with  salesman  Nadolski  and 
operations  man  Siegle  constantly 
challenging  each  other  to  meet  sales 
and  manufacturing  goals.  But  former 
and  current  employees  recall  their 
seemingly  endless  dis- 
putes. Siegle  would  call 
Nadolski  nasty  names 
in  public,  often  saying 
how  stupid  he  thought 
his  partner  was.  Na- 
dolski, for  his  part, 
would  turn  away,  red- 
faced  and  seething. 

The  inevitable  con- 
frontation came  in  July 
1988,  when  Nadolski, 
who  had  stacked  the 
board  of  directors  with 
his  buddies,  had  Siegle 
ousted,  without  warn 
ing,  from  his  position 
as  executive  vice  presi 
dent.  That  afternoon 
Nadolski  had  the  locks 
changed  on  Marietta's 
doors.  At  the  same 
time,  Siegle  sold  his 
stock  back  to  the  company  for  $5 
million. 

Chief  financial  officer  and  board 
member  Thomas  Blair  took  advan- 
tage   of  the    friction    between    his 
bosses  to  sidle  up  to  Nadolski,  back 
ing  him  in  his  bid  to  oust  Siegle 
Once  Siegle  was  gone,  Blair  was  giv- 
en complete  control  of  Marietta's 
finances — great  news  for  Blair,  who  i, 
had  already  begun  dipping  into  the  i 
till.  Marietta's  Financials  have  sincepii 
been  restated  back  to  1987. 

Marietta's  Nasdaq-traded  shares 
which  hit  a  high  of  27  two  years  ago. 
recently  traded  at  around  7.  Analysi 
Bernstein  thinks  the  stock,  at  just  nine  ) 
times  next  year's  expected  earnings,  | 
a  terrific  buy. 

Maybe    so.    But    considering    the'  " 
company's  wrenching  past,  the  safefj 
way   to   get   a   piece   of  Marietta    i- 
probably  to  swipe  its  products  fr< 
your  hotel  room. 
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More  than  a  disc  or 
oe  player,  much  more 
han  a  game  machine! 


A  fun,  informative 
learning  experience 
for  the  whole  family! 


It's  television 
for  developing  minds. 
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Explore  a  world 

of  incredible 

sights,  sounds 

and  adventure 


th  the  Video  Information 
tern™,  television  becomes 
)owerful  medium  for  educa- 
n,  entertainment  and  informa 
n.  Just  drop  in  a  VIS  compact  disc, 
tantiy  you're  transported  to  an  interac- 
i  world  of  digital'audio  and  video  where  you  're  in  control .  With 
wireless  remote  in  hand,  you  can  select  topics  from  a  video 
Iclopedia  .  .  .  learn  a  foreign  language  .  .  .  explore  a  hobby 
i  special  interest  ...  or  enjoy  a  challenging  game.  VIS  is  so 
iple  a  preschooler  can  enjoy  it— developing  reading  and  vocab- 
ry  skills  with  an  interactive  storybook,  for  example.  Yet  with 
•.  diverse  selection  of  titles  already  announced,  VIS  offers 
nething  for  everyone. 


Bonus!  Includes 
Compton's 
MultiMedia 
Encyclopedia 


VIS  includes  at  no  extra 
cost  Compton's  MultiMedia 
Encyclopedia— a  single  com- 
pact disc  containing  the  entire 
text  of  26  volumes  plus  thousands  of  illustrations,  excit- 
ing animation,  even  sound  and 

speech.  Thousands  of  schools  have  hailed 

Compton's  as  an  invaluable  educational 

resource.  Now  it  can  be  yours  through 

the  power  of  VIS. 

Available  this  Christmas  at  Radio  Shack, 
McDuff  and  other  participating  consumer 
electronics  retailers  nationwide. 

The  VIS  logo  and  Video  Information  System  are  trademarks  of  Tandy  Corporation 
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Retailing  entrepreneur  Donald  Jonas  was  almost 
60  before  he  finally  hit  on  a  winning  concept. 
Now  he's  trying  to  make  up  for  lost  time. 

"You  can't  say  no 
to  opportunity" 


By  Toddi  Gutner 

Donald  Jonas  darts  through  the 
aisles  of  a  new  Lechters  store  on  85  th 
Street  and  Third  Avenue  in  Manhat- 
tan, rattling  off  a  steady  stream  of 
reminders  to  himself  into  a  hand-held 


tape  recorder. 

A  rumpled  man  of  63,  Jonas  co- 
founded  the  500-store  housewares 
chain  15  years  ago.  Lechters,  Inc.  has 
gotten  really  hot  the  past  4  years, 


Lechters  Chairman  Donald  Jonas 

"He  wishes  he  could  erase  his  whole  life  before  50." 


doubling  sales  and  earnings.  Its  sales  ' 
were  $234  million,  earnings  $13  mil- 
lion, for  the  fiscal  year  that  ended  Jan. 
25,  1992.  This  year  Andrew  Wein- 
berg,  a  retailing  analyst  at  Equitable 
Securities  Corp.,  expects  earnings  to 
reach  $16  million,  or  94  cents  a  share, 
on  sales  of  $306  million.  Over  the 
next  4  years,  Jonas  says  he  plans  to 
open  an  additional  400  stores.  That's 
a  lot  of  dish  towels,  trivets  and  potato 
peelers. 

What's  behind  his  urgency?  Having 
spent  nearly  40  years  working  the 
fringes  of  retailing,  Jonas  tasted  real 
success  only  recendy  with  the 
Lechters  concept.  He  is  eager  to  make 
up  for  lost  time.  Says  his  sister,  Susan 
Jonas,  who  heads  up  public  relations 
for  the  company,  "He  wishes  he 
could  erase  his  whole  life  before  50." 
Those  were  rough,  often  discour- 
aging years.  Jonas  got 
his  start  in  retailing  in 
1947,  at  age  18,  after 
his  merchant  father 
died.  Dropping  out  of 
college,  he  joined  his 
two  uncles  in  the  family 
dress  business,  Jonas 
Shoppes,  which  oper- 
ated 40  moderate- 
price  women's  apparel 
stores  on  the  East 
Coast. 

Five  years  later  Jonas 
left  to  get  into  the  dis- 
count business,  then 
beginning  to  get  hot. 
Regional  discounters, 
which  were  sprouting 
like  weeds  to  feed  the 
postwar  boom,  fre- 
quently leased  out  de- 
partments like  apparel, 
shoes  and  jewelry  to 
independent  opera- 
tors. Jonas  hopped  on 
that  trend,  running 
women's  apparel  de- 
partments for  such 
chains  as  Dart  Drug 
and  Modell's. 

Over  the  next  20- 
odd  years,  Jonas  guid- 
ed Barbara  Lynn 
Stores,  Inc. — the  com- 
pany was  named  after 
his  wife — through  the 
boom  and  bust  cycle 
of  the   small   discount 
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DROPOUTS  AR 


AS  LIKELY  TO  BE  UNEMPLOYED 


AS  HIGH  SCHOOL  GRADUATES.  STAY  IN  SCHOOL. 


Russell  Athletic  is  making  posters  like  this  available  to  teachers  and  coaches,  to  help  remind 
student-athletes  how  important  an  education  can  be.  Because  what  students  WW  RUSSELL. 
do  after  school  depends  a  lot  on  what  they  do  while  they're  in  school.       mfeATHLETIC 

For  more  information  about  our  Stay  In  School  campaign,  write:  Russell  Corporation,  Dept.  M,  PO.  Box  272,  Alexander  City,  AL  35010. 

Mil  Athletic  1992 


UP  &  COMERS 


retailers.  At  its  peak,  Jonas'  company 
ran  over  140  women's  apparel  depart- 
ments and  19  diseount  stores  of  its 
own.  But  the  peak  didn't  last  long.  By 
the  mid-Seventies  big  discounters  like 
Kmart  began  squeezing  out  the  small- 
er discount  chains. 

But  even  as  his  business  was  strug- 
gling, Jonas  was  gearing  up  for  anoth- 
er run  at  the  big  time.  "Malls  were  the 
hot  retailing  element,"  recalls  Jonas. 
"If  you  could  develop  a  format,  you 
could  place  it  almost  anywhere." 
Teaming  up  with  Albert  Lechter,  who 
operated  the  housewares  depart- 
ments in  Jonas'  discount  stores,  Jonas 


cessful  entrepreneurs  share  (Forbes, 
Nov .  9),  it  is  an  unwillingness  to  know- 
when  they  are  beaten.  Jonas  drew  up  a 
new  plan  for  smaller  stores  stocked 
with  basic  housewares — pots  and 
pans,  glassware,  aprons  and  the  like. 
With  these  he  didn't  need  to  worry 
about  markdowns  to  move  seasonal 
goods.  By  1979  a  mall  prototype  for  a 
4,500-square-foot  Lechters"  store  was 
up  and  running  profitably. 

"But  the  biggest  challenge,"  re- 
calls Jonas,  "was  convincing  develop- 
ers that  a  housewares  retailer  be- 
longed in  the  malls."  Apparel  shops, 
shoe  stores  and  jewelry  stores  were 


A  Lechters  superstore  in  Staten  Island.  N.Y. 

A  symphony  of  dish  towels,  trivets  and  potato  peelers. 


began  work  on  developing  just  such 
an  idea.  In  1977  they  opened  their 
first  housewares  store,  in  a  Rockaw  av, 
N.J.  mall. 

Disaster.  Unfamiliar  with  mall  eco- 
nomics, Jonas  took  a  lease  on  a  6,500- 
square-foot  space  in  an  out-of-the- 
way  corner  of  the  mall.  Customer 
traffic  was  low.  Nor  did  he  yet  really 
understand  the  housewares  business. 
With  his  rag  trade  background,  Jonas 
tried  stocking  seasonal  merchan- 
dise— picnic  gear  in  the  summer, 
Christmasy  kitchenware  in  the  fall. 
When  customers  turned  up  their 
noses  at  the  seasonal  goods,  he  had  to 
mark  them  down  sharply  to  move 
them  out  of  the  store. 

But  if  there  is  one  trait  most  suc- 


the  desired  tenants  at  the  time.  By 
demonstrating  the  success  of  his  little 
housewares  shops,  he  slowly  bur  sure- 
ly worked  his  way  into  the  malls. 

By  1986— a  full  39  years  after  tak- 
ing his  first  retailing  job — Jonas  final- 
ly had  a  hot  concept  on  his  hands.  As 
department  stores  pared  back  their 
kitchenware  departments,  Lechters, 
which  stocks  some  4,000  items — a 
dozen  kinds  of  potato  peelers,  two 
dozen  different  cutting  boards — 
jumped  in  to  fill  the  breach. 

With  his  success  came  a  new  sense 
of  urgency.  "We  wanted  to  grow  fast 
to  preempt  other  people  getting  into 
it,"  says  Jonas.  "So  we  felt  that  if  we 
grew  fast  and  we  captured  the  great 
malls,  the   big,  beautiful   malls  out 


n   j 


there,  that  would  stop  other  house 
wares  guys  from  coming  in." 

Raising  Sll  million  in  a  1986  pri 
vate  placement,  Jonas  set  out  to  d{ 
just  that.  Over  the  next  three  years 
Jonas  more  than  doubled  the  numbe 
of  Lechters  stores,  to  297.  Sale 
topped  SI 50  million.  (Albert  Lechte 
continued  on  as  the  chain's  top  mer 
chandiser  until  he  stepped  down  a 
president  earlier  this  year.) 

In  1989  Goldman,  Sachs  sold  35 
of  Lechters  to  the  public,  raising  S5c 
million.  Of  that,  S22  million  wa 
poured  back  into  the  company;  inves 
tors  and  insiders — not  including  Jo 
nas — took  the  rest.  At  a  recent  I8V2 
Jonas'  28%  stake  is  worth  S85  million 

A  secondary  offering  of  stock  la 
year,  plus  two  debt  offerings,  raise 
another  S95  million  for  the  compan 
Most  of  that  is  being  pumped  int< 
expansion.  Over  the  past  three  years 
Jonas  has  recruited  seven  senior  exec 
utives  from  Melville  Corp.,  T\v  Ser 
vices,  Dayton  Hudson  and  Federate*. 
Department  Stores.   "I  surroundet 
myself  with  the  best  brains  out  then 
that  money  can  buy,"  says  Jonas. 

He'll  need  them.  With  mall  traffi 
declining  in  recent  years,  Lechters 
which  has  80%  of  its  stores  in  malls,  i 
beginning  to  show  the  strains  of  ex 
pansion.  Revenue  gains  over  the  pas 
three  years  have  come  mostly  fron 
opening  new  stores,  and  margins  hav 
been  drifting  down. 

Like  a  lot  of  other  specialty  retail 
ers,  Jonas  has  responded  by  opening 
bigger  stores,  like  the  one  at  85th  am 
Third.  The  8,000-square-foot  super 
stores  carry  a  broad  line  of  horn 
decorations,  as  well  as  housewares 
He's  also  moving  into  outlet  malls 
the  hottest  new  retailing  concept 
with  Famous  Brands  Housewares 
which  sells  excess  inventories  fo 
manufacturers  like  Rubbermaid,  In 
tercraft  and  Ekco. 

"We've  already  done  the  hard  stuff 
and  all  during  a  down  market,"  sav 
Jonas  of  his  unrelenting  expansiaj 
strategy. 

Whether  it  will  pay  off  when  th 
economy  turns  around,  or  w  hcthe 
he's  spreading  himself  too  thin,  onl'j 
time  will  tell.  But  after  a  lifetime  11 
retailing,  Donald  Jonas  has  learnd 
one  thing  for  sure.  "You  can't  stain 
still,"  he  says.  "You've  got  to  kee| 
moving  forward." 
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xeople  are  surprised  to  lind  a  high-tech, 
innovative  company  here,      he  says,      but 
they  re  impressed  once  they  meet  people, 
see  the  city  and  enjoy  our  beaches,      xvoss 
says  he  has  no  trouble  finding  skilled 
employees,    Jrom  engineers  to  salespeople  to 
technicians,  we  lind  they  ve  received  line  training 
at  the  state  s  colleges  and  teen  schools. 

It  s  no  wonder  that  managers  are 
pleased  with  tne  labor  skills    here — tne 
\*^t        state  is  above  the  Ooutheastern 
1       ~     n^vV  \      average  in  percentage  ol  workers  in 
vS\     high-tech,  private  industry. 
*"""  ^:~--:  A         And  Alabama  Industrial 
\\   *" '  \      -Development 


■-■  %, 


1  raining  helps 


sd 


Herb  and  .Linda  -Pauley  got  when 
they  announced  their  move  here  has  changed  to  envy 
alter  friends  and  family  visited  and  enjoyed  the  state  s 
cultural  attractions  and  natural  beauty.       We  can  see 
world-class  performers  here  for  a  fraction  of  what  we  d 
pay  in  xNew  York,     says  Herb.  He  s  found  the  work 
environment  favorable  also,      1  was  surprised  at  the 
caliber  of  skill  available— tool  and  die  makers,  electricians. 
Alabama  native  Xvobert  Xvoss  gets  plenty  of  teasing 
from  clients  who  fly  into  -M_obile  to  see  the  computer 
hardware  made  by  his  company.  ^R 


\^s       companies 
^        like 

^?-***»«^  graph , 

CjJL,  and  Oony  keep  their  workers  up-to- 
date  in  new  technologies .   1  his  wide  range  of  high-tech 
skills,  combined  with  a  strong  work  ethic,  creates  a  labor 

force  that  rivals  any  in  the  region . 

Ni  "Clients  ask  us  if  they'll  be 

ext  time  you  hear  a  positive    Jmpf,eJ  0ff;„  Alabama  by  a 

message  about  Alabama ,  don ?  t  let  cmP  Jueter- " 

i  .  Robert  Ross,  President 

negative  misperceptions  destroy  it.  Xante  Corp.,  Mobile 

Xvather,  take  a  closer  look.  .Because 
we  re  convinced  that  the  case  for 
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expanding  a  business  to  -MJlabama 
will  hold  water. 
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tor  more  information,  contact  the  Economic  Development  Partnership  oi  Alabama:  P.O.  Box  2641,  Birmingham,  Alabama  352o,i-oooi;  2o5  260-2226 


tlf.MlLlli'l'lTnTl'HU^- 


When  missionary  Philip  Payne  lost  his  voice, 
he  found  a  successful  business. 

Floppy 
Tower  of  Babel 


By  Michael  Schuman 


Pick  any  one  of  242  languages  from 
Akkadian  to  Zulu,  and  Philip  Payne 
will  sell  you  a  computer  font  to  print 
it.  Payne,  44,  is  founder  and  president 
of  Linguist's  Software,  Inc.  in  Ed- 
monds, Wash.,  a  company  with  esti- 
mated 1992  sales  of  $610,000  that  he 
and  his  family  run  from  the  basement 
of  their  home  and  that  provides  a 
handsome  living  for  the  five  of  them. 
Linguist's  programs  make  it  easy  for 
computer  users  to  type  exotic  charac- 
ters in  ordinary  word  processing  pro- 
grams such  as  Apple's  MacWrite  II 
and  Microsoft  Word. 


Linguist's  Software 
founder  Philip  Payne: 
teacher,  preacher, 
software  maker 
Software  In 
Hebrew,  Russian 
and  Greek, 
from  Payne* 
basement. 
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WE  HAVE  A  NOVEL  APPROACH  TO  CONVENTIONAL  IDEAS 
IN  FINANCIAL,  SERVICES.  Managing  global  financial  risk  is  a  challenge  that 
requires  a  continuous  flow  of  fresh  ideas.  AIG's  financial  services  companies  provide  clients  with 
innovative  solutions  in  areas  from  derivative  products  to  commodities  and  currency  trading,  as  well  as 
investment  management  and  advisory  services.  AIG  has  the  highest  ratings  from  the  principal  rating 
services,  and  our  strong  balance  sheet  provides  an  added  degree  of  security  and  stability.  When  your 
financial  and  risk  management  needs  go  beyond  insurance,  AIG  does,  too.  With  spectacular  results. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270. 


STARTING  YOUR  OWN  BUSINESS 


Payne  came  to  software  by  a  curious 
route,  as  a  missionary  of  the  Evangeli- 
cal Free  Church  with  a  Ph.D.  in  bibli- 
cal studies  from  Cambridge.  He  was 
doing  missionary  work  in  Japan 
when,  in  the  early  1980s,  the  constant 
stress  of  teaching  in  Japanese  dam- 
aged his  voice.  That  cut  short  his 
vocation.  "I  never  expected  to  be  Jin 
the  software  business,"  he  says.  "I 
thought  I'd  be  a  missionary  my  entire 
life." 

In  1983  Payne  returned  to  the  U.S. 
for  voice  therapy  and  resumed  biblical 
research  and  writing.  It  was  about  the 
time  that  Apple's  Macintosh,  with  an 
operating  system  capable  of  support- 
ing complicated  fonts,  was  intro- 
duced. Payne  realized  how  useful 
computer  fonts  in  Japanese,  Greek 
and  Hebrew  would  be.  Since  he  could 
find  none  that  suited  his  needs,  Payne 
hired  a  Macintosh  specialist  to  teach 
him  the  rudiments  of  font  design  and 
programming.  Within  just  two 
months  he  had  Greek  and  Hebrew  up 
and  running. 

Payne  had  no  notion  of  making  a 
business  out  of  software  until  a  Mac- 
intosh-user magazine  did  a  story  on 
his  fonts.  Unsolicited  orders  began 
coming  in.  In  September  1984,  only 
four  months  after  his  first  Macintosh 
lesson,  Payne  made  his  first  sale.  With 
no  teaching  income,  "It  was  a  life- 
saver,"  Payne  says.  Within  a  year  he 
had  programs  supporting  160  lan- 
guages on  his  sales  list. 

Linguist's  Software  has  been  ex- 
panding ever  since.  When  Payne  re- 
covered his  voice  in  1985,  he  returned 
to  teaching  but  continued  product 
development  part  time.  He  also  has 
bought  programs  for  more  obscure 
languages  from  independent  pro- 
grammers. Linguist's  has  programs 
that  users  can't  find  anywhere  else.  Is 
there  really  a  market  for  Cherokee, 
Mongolian  or  Egyptian — the  hiero- 
glyphic variety?  Not  much,  Payne 
concedes.  But,  he  says,  "It's  good 
business.  Having  a  reputation  of  cov- 
ering more  languages  than  anyone 
else  gets  us  business  we  wouldn't  have 
otherwise." 

The  software  heavyweights  have 
taken  notice.  Microsoft  demonstrates 
its  software  in  Asia  using  Linguist's 
fonts.  The  two  firms  are  considering  a 
deal  for  Microsoft  to  include  informa- 
tion on  Linguist's  with  its  software 


Payne  teaching  at  Fuller  Seminary 
Font  of  wisdom. 


packages. 

Why  did  industry  giant  Microsoft 
turn  to  an  unknown  like  Linguist's? 
"Some  fonts  just  weren't  available 
elsewhere,"  says  Steve  Husband,  cor- 
porate account  executive  at  Micro- 
soft. "These  guys  had  it  all."  Software 
maker  Autodesk,  Inc.  has  a  licensing 
agreement  with  Linguist's  for  Post- 
Script fonts. 

White  House  staffers  have  used 
Payne's  Russian  program  for  docu- 
ments. And  when  Secretary  of  State 
George  Shultz  left  office,  he  present- 
ed to  his  Soviet  counterpart,  Eduard 
Shevardnadze,  a  bilingual  Russian 
and  English  version,  printed  with 
Payne's  program,  of  Carl  Sandburg's 
congressional  address  on  Abraham 
Lincoln. 

From  1989  to  1991  Linguist's  sales 
increased  60%,  and  they're  still  rising 
fast.  Payne's  new  programs  for  Win- 
dows opened  the  IBM-compatible 
market  this  year.  The  Windows  mar- 
ket alone  may  triple  over  the  next 
five  years. 

Payne  sells  his  programs  for  prices 
ranging  from  $50  to  $150.  Costs? 
Minimal.  This  is  a  computer  age 
mom-and-pop  business.  Philip,  his 
wife,  Nancy,  and  children  David,  13, 
Kimi,  9,  and  Brendan,  6,  take  orders 
and  mail  out  disks  and  manuals  to 
their  customers.  By  selling  about 
8,000  computer  programs  this  year, 
the  Paynes  will  have  an  income  well 
into  six  figures. 

"Maybe  I'm  still  a  little  naive  about 
business,"  Philip  Payne  says,  but  he's 
clearly  learning  fast.  M 
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Conseco 

CONGRATULATES 

LIFE  RE  CORP. 

ON  ITS  INITIAL  PUBLIC  OFFERING 

OF  COMMON  STOCK 

OCTOBER  27,  1992 

CONSECO  ASSISTED  LIFE  RE'S  ACQUISITION 

OF  LIFE  REASSURANCE  CORP.  OF  AMERICA 

IN  NOVEMBER  1988 

BY  PROVIDING  $30  MILLION  OF  MEZZANINE  FINANCING. 

CONSECO,  INC.,  11825  N.  PENNSYLVANIA  ST.,  CARMKL,  IN  46032,  (317)  573-6100 

Conseco 

CONGRATULATES 

PENNCORP  FINANCIAL  GROUP,  INC 

ON  ITS  INITIAL  PUBLIC  OFFERING 

OF  COMMON  STOCK 

:  OCTOBER  29,  1992 

CONSECO  ASSISTED  PENNCORP'S  ACQUISITION 
OF  PENNSYLVANIA  LIFE  INSURANCE  COMPANY 

IN  AUGUST  1990 
BY  PROVIDING  $18  MILLION  OF  MEZZANINE  FINANCING. 

CONSECO,  INC.,  11825  N.  PENNSYLVANIA  ST.,  CARMKL,  IN  46032,  (317)  573-6100 


Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


T 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  your  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 

Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 

goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
330  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  The 
Charles  Schwab  Guide  to  Selecting 
a  Financial  Advisor 

*Chark-s  Schwab  &  Co.,  Inc.  does  not  endorse  or 
recommend  any  particular  advisor.  None  of  these  Financial 
Advisors  are  employed  by  Charles  Schwab  &  Co.,  Inc. 

Call  now,  toll-free: 

800-442-5111  ext.  310 


r. 


Charles  Schwab 


Member  SIPC/New  York  Stock  Exchange,  Inc.       Q  1992  Charles  Schwab  &  Co.,  Inc        All  Rights  Reserved 
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STATISTICAL  SPOTLIGHT 


Measured  by  profitability,  earnings  growth  and  asset 
quality,  these  are  the  best  small  banks  in  America. 

Small  and  rich 


By  Steve  Kichen 

Centennial  Bancorp  in  Eugene, 
Ore.  is  not  in  the  same  league  as 
Citicorp.  Centennial  has  4  branch 
offices,  to  Citicorp's  3,300,  and  assets 
of  $144  million,  less  than  one-thou- 
sandth the  Citicorp  figure.  But  in 
profitability — namely,  return  on  as- 
sets— little  Centennial  towers  over 
Citicorp  and  most  giant  banks.  Cen- 
tennial averaged  a  1.6%  return  on 
assets  over  the  past  five  years,  to  Citi- 
corp's 0.05%. 

"We  are  not  a  retail  bank  and  we  do 
not  attempt  to  compete  with  large 
banks  for  the  business  of  large  corpo- 
rations. Our  forte  is  small  to  medium- 
size  businesses  and  professionals," 
says  Ronald  Peery,  52,  Centennial's 
president.  The  bank's  return  on  equi- 
ty averages  15%  over  the  past  five  years 
and  tops  17%  for  the  latest  12  months. 

Centennial  gets  an  excellent  report 
card  from  Veribanc,  a  Wakefield, 
Mass.  firm  that  rates  all  federally  in- 
sured banks,  savings  and  loans,  credit 


unions  and  bank  holding  companies 
(29,000  in  total)  and  sells  its  data  to 
investors  and  depositors.  Veribanc  re- 
ports that  only  0.2%  of  Centennial's 
loans  are  delinquent.  The  corre- 
sponding ratio  at  Citicorp  is  7%. 

The  ten  banks  shown  here  all  pass 
the  same  return  on  equity  and  growth 
screens  as  the  manufacturing  and  ser- 
vice companies  ranked  in  the  200  Best 
Small  Companies  in  America 
(Forbes,  Nov.  9).  Namely:  revenues 
between  $5  million  and  $350  million, 
high  earnings  and  sales  growth,  and 
high  returns  on  equity. 

In  addition,  each  one  of  these 
banks  merits  Veribanc's  "green, 
three-star"  rating  for  quality  of  equi- 
ty, assets  and  income.  Of  the  9,800 
banks  that  had  this  top  rating  on  Jan. 
1,  1989,  only  7  failed  over  the  next 
three  years;  444  of  the  530  banks  with 
the  lowest  rating  failed. 

One  quality  ratio  that  Veribanc 
pays  attention  to  is  what  it  calls  dis- 


counted net  worth  to  discounted  as- 
sets. In  this  ratio,  the  stated  net  worth 
is  adjusted  downward  if  problem 
loans  exceed  loan-loss  reserves.  Char- 
ter Federal  Savings  Bank  of  Ran- 
dolph, N.J.,  for  example,  has  a  dis- 
counted net  worth  equal  to  8.2%  of 
discounted  assets.  Warren  Heller,  re- 
search director  at  Veribanc,  says  the 
ratio  should  be  a  minimum  of  4%  for  a 
top  rating.  Citicorp's  ratio:  2.9%. 

Charter's  virtues  include  having  no 
loans  to  Latin  America  and  just  two 
on  office  buildings.  "We  specialize  in 
one-  to  four- family  homes,"  says 
Richard  McAloon,  Charter's  chief  fi- 
nancial officer.  "In  the  1980s  our 
bank  was  criticized  for  being  too  con- 
servative and  not  moving  out  into  the 
variety  of  things  offered  after  deregu- 
lation. But  we  resisted  temptation." 

With  an  average  price/earnings  ra- 
tio of  10  in  a  stock  market  with  an 
average  ratio  of  17,  counting  only 
companies  in  the  black,  these  small, 
quality  banks  look  cheap;  to  a  degree 
they  get  tarred  with  the  problems  of 
some  of  the  bigger  banks. 

Independent  Bank  Corp.  of  Ionia, 
Mich,  sells  for  just  8  times  earnings. 
"That  probably  is  the  norm  until  we 
can  exceed  the  half-billion-dollar  size. 
We  have  to  get  bigger  for  that  multi- 
ple to  improve,"  says  the  chairman, 
Loren  Adgate.  But  that  would  seem 
only  a  matter  of  time.  H 


The  best  small  banks 
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0.2% 
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Centennial  Bancorp/Eugene,  Ore 

bank 

15.1% 

17.3% 

$13 

$2.0 

91/4 

12.2 

$22 

Charter  FSB  Bancorp/Randolph,  NJ 

s&l 

10.4 

11.8 

30 

3.8 

17 

9.1 

24 

0.8 

8.2 

Falls  Financial/Cuyahoga  Falls,  Ohio 

s&l 

9.9 

13.1 

38 

5.4 

301/4 

8.3 

43 

0.4 

7.5 

First  Commercial  Corp/Little  Rock,  Ark 

holding 

13.9 

15.3 

235 

30.9 

28% 

10.6 

320 

1.6 

7.2 

First  Western  Bancorp/New  Castle,  Pa 

holding 

12.5 

17.3 

96 

10.8 

27V2 

11.4 

134 

0.9 

7-1 

Independent  Bank  Corp/Ionia,  Mich 

holding 

12.0 

16.9 

37 

4.7 

16V2 

8.1 

39 

1.5 

7.4 

One  Valley  Bancorp/Charleston,  W  Va 

holding 

11.5 

13.9 

231 

27.7 

2m 

11.2 

319 

0.9 

7.1 

Pioneer  Savings  Bank/Lynnwood,  Wash 

s&l 

9.6 

14.8 

81 

14.6 

24V4 

11.7 

160 

0.1 

11.5 

Vallicorp  Holdings/Fresno,  Calif 

holding 

8.9 

13.4 

41 

4.7 

PA 

6.8 

31 

1.1 

8.0 

Western  Bank/Coos  Bay,  Ore 

bank 

15.5 
to  discounted 

22.2 

54 

7.6 

23V2 

8.6 

61 

0.6 

8.1 

1As  a  percentage  of  total  loans.    2Discount 

ed  net  worth 

assets:  Net  worth  after  subtracting  problem  loans 

not  covered  by  loan-l 

oss  reserves, 

divided  by 

assets  that  are  also  discounted  downward  for  problem 

loans. 

Sources:  WilliarnO'Neil  &  Co.;  Veribanc. 

Here  we  round  up  small  banks  with  above-average  return  on  equity  over  the  past  five  years, 
good  growth  in  earnings  and  high  marks  for  safety  from  Veribanc. 
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AMCAST  INDUSTRIAL  CORPORATION  ■ 
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CANARC  RESOURCE  CORP.  ■ 

CORDIS  CORPORATION  ■ 
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SAVANNA  RESOURCES  LTD.  ■ 

TASEKO  MINES  LIMITED  ■ 

TRI-CONTINENTAL  CORPORATION  ■ 

TRIMAS  CORPORATION  ■ 

USLIFE  CORPORATION  ■ 
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ADVERTISEMENT  2 


Amcast  Industrial 
Corporation 


Respectable  earnings  during  the  recession 
reflect  Amcast's  potential  for  high  perfor- 
mance in  the  '90s.  Exciting  growth 
momentum  is  coming  from  increased 
demand  for  anti-lock  brake  system  com- 
ponents and  aluminum  wheels.  Amcast 
also  is  positioned  for  a  strong  cyclical 
rebound  as  its  automotive,  construction, 
and  industrial  markets  recover.  The 
ipany  manufactures  technology-intensive  metal  products  and 
is  important  niche  positions  in  its  two  businesses  —  Flow  Con- 
'  Products  and  Engineered  Components.  NYSE:  AIZ 


Birmingham  Steel 
Corporation 


Operating  four  non-union  mini-mills, 
Birmingham  Steel  Corporation  is  i 
world-class  competitor  with  the  low  cosl 
structure  and  efficiency  needed  to  com- 
pete in  today's  global  steel  market.  A 
recent  restructuring  program  led  to  a 
14%  reduction  in  steel  production  costs, 
shipment  and  production  records  and 
sharply  higher  earnings  in  fiscal  1992. 

Continuing  modernization  projects  and  new  mini-mill  technologies 

offer  exciting  opportunities  for  future  growth. 


jnerican  NoiTel 
Communications  Inc. 


"INNOVATORS  IN  CUSTOMIZED  LONG 
DISTANCE  TELECOMMUNICATIONS" 


NorTel  is  a  long  distance  interex- 
change  carrier  providing  national 
and  international  services. 

The  Company  has  its  own 
switching  and  billing  systems, 
while  utilizing  the  network  sys- 
tems of  AT&T,  MCI,  US  Sprint 
and  others.  By  combining  tele- 
phone, voice  processing  and  com- 
puter technologies  to  provide 
value-added  services  such  as 
Voice  Messaging,  Auto  Atten- 
dants and  Customized  Systems, 
NorTel  is  rapidly  becoming 
known  as  one  of  the  leading 
innovators  of  computer  enhanced 
telecommunication  services. 


eral  years  have  been  invested  in  the  development  of  NorTel's 
iness.  The  Company  is  now  well  positioned  for  strong  revenues 
1  earnings  growth  in  the  coming  years. 

id  for  information  on  NorTel  and  how  you  can  participate  in  its 
king  future  as  an  emerging  growth  Company  in  the  telecommu- 
ations  industry  or  call  1-800-975-8042. 


Birtcher  Medical 
Systems 


Birtcher  develops,  manufactures  and 
markets  advanced  surgical  products  to 
hospitals,  surgery  centers  and  physicians' 
offices  worldwide.  The  Company  pro- 
vides products  for  both  traditional  open 
and  endoscopic  surgical  procedures.  We 
leverage  patented  technologies  and  a 
strong  market  presence  to  achieve  grow- 
ing penetration  of  the  markets  we  address. 
We  implement  this  strategy  with  a  unique  line  of  existing  products 
and  strong  new  product  development  activities  involving  surgeons. 


Cordis  Corporation 

Financially,  technically,  and  strategically, 
fiscal  1992  was  an  excellent  year  for 
Cordis  Corporation.  Worldwide  sales 
increased  to  $223  million,  net  income 
climbed  to  $24  million,  and  earnings  per 
share  rose  to  $1.67  —  each  a  record  high 
for  the  Company. 

Cordis'  progress  was  especially  evident  in 
its  core  business,  diagnostic  angiography, 
where  its  market  share  in  catheters  now 
approaches  70%.  The  Company  is  also 
coming  on  strong  in  interventional  cardiol- 
ogy, especially  angioplasty,  one  of  health-care's  fastest-growing  markets. 

Cordis  is  also  pursuing  other  avenues  of  expansion  and  opportunity. 


Antetors? 


Am  Vestors  Financial 
Corporation 


Am  Vestors  Financial  Corporation  (OTC- 

AVFC)  specializes  in  the  sale  of  annuities 

to  the  rapidly  growing  retirement  and 

savings  market  through  its  wholly-owned 

subsidiary,  American  Investors  Life 

Insurance  Company,  Inc.  American 

Investors  Life,  with  nearly  $2  billion  in 

assets,  is  rated  A  (High)  by  Duff  &  Phelps 

and  A-  (Excellent)  by  A.M.  Best;  has  over 

uvestment  grade  bonds,-  and  has  less  than  1%  of  assets 

d  in  real  estate  and  mortgage  loans.  Earnings  should  increase 

issets  grow  and  margins  widen. 


Digi  International  Inc. 

Digi  International  Inc.  (NASDAQ:  DGII) 
is  a  leading  provider  of  data  communica- 
tions hardware  and  software  products. 
They  are  produced  under  the  trade  names 
DigiBoard  and  Arnet  for  the  multiuser 
microcomputer  connectivity  and  net- 
worked systems  markets.  Worldwide 
sales  channels  include  distributors,  sys- 
tems integrators,  Value  Added  Resellers 
(VARs)  and  OEM  accounts. 


1991  sales  were  $40.84  million;  earnings 
$7.98  million,  up  76%  and  58%  respectively,  over  1990.  EPS  for 
1991  were  $.97  compared  to  $.62  for  1990. 


ADVERTISEMENT  3 

El  Condor  Resources 
Ltd. 


El  Condor  Resources  Ltd.  is  focused  on 
development  of  a  large-scale  copper-gold 
project  in  western  Canada.  Engineering 
and  permitting  programs  are  now  under- 
way for  a  44,000  ton  per  day  open  pit 
mine  with  forecast  annual  production  of 
212,000  ounces  gold  and  60  million 
pounds  copper  for  a  minimum  of  15 
years.  The  Company's  shares,  of  which 
Rio  Algom  Limited  has  acquired  7.6%,  trade  on  NASDAQ  (ECN:  CF) 
and  the  Vancouver  Stock  Exchange  (ECN:  V)  with  shareholders  in 
Canada,  United  States  and  Europe. 
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Innovative  Waste 
Technologies  Inc. 


Innovative  Waste 
Technologies  Inc. 


J 


1 


Innovative  Waste  Technologies  Inc. 
waste  management  company  th 
addressing  the  growing  problem  of 
Disposal.    It  is  estimated  that  over 
million  tires  are  stockpiled  in  Nc  '<, 
America  alone.    The  company's  rev> 
tionary  "zero-pollution"  process  recy 
tires  into  interlocking  rubber  bricks,  i 
rubber  bricks  are  half  the  weight  of  i 
crete  bricks,  and  they  do  not  shrink,  leach  or  break  down.    O 
applications  include:    sidewalks,  jogging  trails,  flooring  and  ca  - 


underlay.  For  more  information  call  1-800-663-0321. 


m 


Exide  Electronics 


For  nearly  three  decades,  Exide  Electronics 
has  engineered  power  protection  solutions 
to  safeguard  general  and  special  purpose 
computers  and  other  mission-critical  elec- 
tronic systems  from  power  problems.  The 
Company's  Powerware  and  Series  3000 
Uninterruptible  Power  Systems  (UPS) 
continually  purify  raw  utility  (or  genera- 
tor) power  and  provide  battery  backup  in 
the  event  of  any  break  in  service,  includ- 
ing extended  outages.  Products  and  ser- 
vices are  marketed  worldwide. 


Lyondell 

Petrochemical 

Company 


One  of  the  nation's  largest  and  most 
cessful  producers  of  basic  chemicals 
refined  products,  Lyondell  helps 
possible  many  of  the  necessities  of 
With  1991  sales  of  $5.7  billion  and  e 
ings  of  $222  million,  Lyondell  rank 
the  Fortune  100.    Lyondell  continue  - 
achieve  differential  performance  thro 
operating  flexibility,  low  cost  and  l]  [ 
productivity.  (NYSE:  LYO) 


Freeport-McMoRan  Inc. 


A  global  natural  resource  company, 
Freeport-McMoRan  is  a  leader  in  the 
exploration,  mining,  development,  produc- 
tion, processing  and  marketing  of  natural 
resources.  In  recent  years,  the  company 
has  dramatically  increased  its  natural 
resource  reserve  base  primarily  through 
exploration  success.  Freeport-McMoRan 
is  one  of  the  world's  largest  and  lowest 
cost  gold  and  copper  producers,  with  the 
largest  single  gold  reserve  and  one  of  the 
five  largest  open-pit  copper  reserves  of  any  mine  in  the  world.  The 
company  is  also  the  largest  integrated  and  one  of  the  lowest  cost  phos- 
phate fertilizer  producers  in  the  world.  (NYSE:  FTX) 
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Why  should  you  advertise 

your  company  in  the 

Forbes  Annual  Report  Section? 
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Grow  Group,  Inc 


Grow  Group,  Inc. 


Grow  Group,  Inc.,  restructured  for  earn- 
ings and  refinanced  for  growth,  is  one  of 
America's  foremost  producers  and  dis- 
tributors of  specialty  coatings  and  paints 
(Devoe  and  Ameritone);  pool  and  spa 
products  (Aqua  Chem);  private  label 
detergents  and  household  cleaning  prod- 
ucts, and  Cello  professional  and  indus- 
trial maintenance  products.  In  August, 
Corimon  C.A.  S.A.C.A.,  a  Venezuelan- 
based  paint  company,  invested 
$38,726,000  in  Grow  Group,  Inc.  to  form  a  strategic  alliance  to  "pro- 
vide the  foundation  for  future  growth  .  .  ."  NYSE  symbol:  GRO 
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You  might  want  to  consider  the  following: 

•  FORBES  reaches  2.7  million  affluent  adults  (735,000  subscriber; 

•  FORBES  subscribers  own  corporate  stock  worth 
an  average  of  $896,594 

•  FORBES  subscribers  have  a  median  household  income  of  $126, 

•  One  out  of  every  2.6  FORBES  subscribers  is  a  millionaire 

•  More  than  half  of  FORBES  subscribers  are  involved  in 
making  investment  decisions  for  others  such  as 
corporations,  estates,  institutions  and  trusts. 

Source:  Don  Bowdren  Associates,  1990;  MMR  Adults  and  Mari\ 
of  Affluence,  1991. 

FORBES  readers  are  wealthy  and  investment-driven.  They  cor 
tute  an  important  market  for  any  company  seeking  new  in 
and  shareholders.  And  that's  good  news  for  advertisers  like  J 
FORBES  Annual  Report  Sections  are  specifically  designed  to  li| 
light  your  company  and  get  your  message  out  to  investors.  To  M 
more  about  advertising  your  company  in  FORBES  Annual  Rejj 
Sections,  please  call: 


VIRGINIA  CARROLL    212-620-2339  fax:212-620-2472 

or 
SARAH  MADISON    505-275-1282  fax:505-293-4647 
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ADVERTISEMENT  4 


Magna  International 
Inc. 


Magna  International  Inc.,  one  of  the 
largest  suppliers  of  automotive  systems 
in  North  America,  has  experienced  a 
compounded  internal  growth  rate  of  30% 
per  year  during  the  last  25  years.  The  pri- 
mary reason  for  this  growth  is  Magna's 
unique  corporate  culture,  which  predeter- 
mines how  profits  are  shared  between 
investors,  employees  and  management. 

n  (f 

nd  ci  na's  shares  are  traded  on  the  NYSE  (MGA)  and  on  the  Toronto 
Montreal  Stock  Exchanges  (MG.A). 
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Pacific  Sentinel  Gold 
Corp. 


Pacific  Sentinel  Gold  Corp.  is  focused  on 
rapid  growth  of  shareholder  value 
through  development  of  a  giant  open-pit 
copper-gold-molybdenum-silver  project, 
Yukon,  Canada.  Ongoing  project  devel- 
opment is  anticipated  to  lead  to  substan- 
tial metal  production,-  helping  to  rebuild 
Canada's  rapidly  depleting  mineral 
reserves.  The  Company's  shares  trade  on 
NASDAQ  (PSG:  VF)  and  the  Vancouver  Stock  Exchange  (PSG:  V) 
with  shareholders  in  Canada,  United  States  and  Europe. 
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Microterra,  Inc. 


train 


d 


Microterra,  Inc.  (NASDAQ:  MICR),  a  late 
development  stage  company,  is  engaged  in 
environmental  protection  and  remediation 
operations  with  an  emphasis  on  chemi- 
cally treated  wood  utility  and  telephone 
poles.  The  operations  include  (1)  the  pro- 
duction of  new  wood  poles  in  state-of-the- 
art  plants  built  in  full  compliance  with  all 
EPA  regulations,  (2)  the  protection  of  both 
the  environment  and  the  poles  while  the 
poles  are  in  use,  (3)  the  disposal  of  used 
poles  by  biological  removal  of  the  treat- 
t  chemicals  and  recycling  of  the  wood,  and  (4)  remediation  of  cont- 
nated  soil  and  water,  particularly  contamination  from  wood 
:ment  operations.  Vertically  integrated  in  the  treated  wood  pole 
^stry,  the  Company's  operations  cover  the  entire 
trum  of  the  utility  and  telephone  pole  business.  1 5 


Parker  Hannifin 
Corporation 


Parker  Hannifin  is  a  leading  worldwide 
manufacturer  of  motion-control  compo- 
nents and  systems  for  industrial,  automo- 
tive and  aerospace  markets.  As  detailed 
in  its  1992  Annual  Report,  for  the  year 
ended  June  30,  Parker's  sales  were  $2.38 
billion,  with  income  from  continuing 
operations  of  $63.5  million,  and  a  backlog 
of  $956.8  million.  (PH:  NYSE) 
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Oppenheimer  Capital, 
LP. 


Oppenheimer  Capital,  L.P.  is  a  vehicle  for 
investors  to  participate  in  the  earnings 
and  growth  of  Oppenheimer  Capital,  a 
leading  investment  management  firm 
with  approximately  $24.4  billion  under 
management  at  July  31,  1992.  The  part- 
nership offers  a  high  current  return  as 
well  as  the  potential  for  growth  of  capi- 
tal. The  current  yield  was  7.7%  at  the 
31,  1992  closing  market  price,  based  on  the  current  cash  distri- 
on  rate  of  $1.70  per  unit  annually.  In  addition  to  the  basic  rate, 
partnership  pays  special  distributions  as  warranted,  including 
5  per  unit  for  the  fiscal  year  ended  April  30,  1992. 


Pioneer  Hi-Bred 
International,  Inc. 


Pioneer  Hi-Bred  International,  Inc.,  was 
founded  in  1926  to  apply  newly-discov- 
ered genetic  techniques  to  hybridize  corn. 
Today,  Pioneer  develops,  produces,  and 
markets  hybrids  of  corn,  sorghum,  and 
sunflower,  and  varieties  of  soybean, 
alfalfa,  wheat,  canola,  and  vegetable  seed. 


Our  mission  continues  to  be  to  increase 
the  wealth  of  our  shareholders  by  increasing  the  wealth  of  our  cus- 
tomers through  the  broad  application  of  the  science  of  genetics. 
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Overseas  Shipholding 
Group,  Inc. 


OSG,  one  of  the  world's  largest  bulk  ship- 
ping companies,  is  engaged  in  the  ocean 
transportation  of  liquid  and  dry  bulk 
commodities.  The  Company  owns  and 
operates  a  fleet  of  65  vessels,  aggregating 
6.1  million  deadweight  tons.  OSG's 
strong  financial  condition  and  the 
prospects  for  the  bulk  shipping  markets 
are  detailed  in  the  Annual  Report, 
ently,  the  Company  announced  plans  to  enter  into  a  joint  ven- 
in  the  cruise  business.  (NYSE,  PSE:  OSG) 
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Rhonda 

Mining  Corporation 


1992  ANNUAL  REPORT 


Rhonda  Mining 
Corporation 


Rhonda  Mining  Corporation  is  a  junior 
Canadian  mineral  resource  company 
whose  focus  is  very  large  tonnage  and  low 
operating  cost  deposits.  Rhonda  has 
acquired  the  rights  to  a  50%  interest  in 
what  could  be  one  of  Canada's  largest  cop- 
per discoveries,  and  has  emerged  as  the 
leader  in  the  Saskatchewan  diamond  play. 
Rhonda  has  a  strong  management  team,  a 
good  mix  of  strategic  minerals,  and 
respected  joint  venture  partners. 
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Roberts 

Pharmaceutical 

Corporation 

Roberts  Pharmaceuticals  is  an  international 
pharmaceutical  company  focusing  on  the 
acquisition  and  development  of  high-poten- 
tial, undervalued,  late-stage  development 
products  and  the  acquisition  of  currently 
marketed  prescription  and  nonprescription 
products.  Roberts  has  established  a  solid 
foundation  in  four  core  businesses:  pre- 
scription pharmaceuticals,  nonprescription 
■)harmaceuticals,  distribution  of  high-value  injectable  and  biotechnology 
products  to  physicians'  offices,  and  contract  pharmaceutical  clinical  tri- 
als management  services.  The  Company  recently  recorded  record  rev- 
enues from  these  sources.  With  a  significant  number  of 
therapeutically  unique  products  and  substantial  financial  «« 
|  resources,  Roberts  Pharmaceuticals  is  poised  for  long-term  growth. 
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TriMas  Corporation 
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TriMas  Corporation 

TriMas  Corporation  continued  to 
profitably  in  1991,  as  the  successful 
cution  of  operating  and  financial  s 
gies  produced  another  year  of  n 
operating  results.  Capitalizing  on 
proprietary  product  positions,  Tr 
Companies  have  become  leaders  in 
oping,  manufacturing  and  marke 
value-added  products.  1991  highli] 
include: 


•  Record  sales  —  $339  million 

•  Record  operating  earnings  —  $54  mil! 

•  Cash  flow  from  operations  —  $36  mill 


Send  for  our  Annual  Report  to  learn  why  we  believe  1992 
will  be  another  year  of  record  sales  and  earnings. 
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Savanna 
Resources  Ltd. 


Savanna  Resources  Ltd.  is  a  Canadian 
mineral  exploration  company  focusing  on 
"big  game  hunting"  for  world  class 
deposits.  Through  operating  subsidiaries, 
it  controls  a  major  copper  discovery  in 
Canada,  base  and  precious  metal  deposits 
in  the  United  States  and  holds  a  leading 
position  in  the  awakening  North  Ameri- 
can diamond  play.  Savanna  has  a  broad 
asset  base  and  an  experienced  and 
dynamic  management  team  with  a  record 
of  success. 
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USLIFE  Corporation 


IvF 


USLIFE  Corporation  is  a  life  insurai 
based  holding  company  whose  prin 
subsidiaries  engage  in  the  life  insur; 
business.  Witb  nationwide  operati 
USLIFE  has  four  ordinary  life  insur, 
companies  and  a  credit  insurance 
with  approximately  $108  billion  of 
insurance  in  force  as  of  December 
1991.  Additionally,  there  are  five  o 
subsidiaries  that  furnish  the  life  insurj 
companies  with  investment  advisory, 
ker-dealer,  real  estate,  data  processing 
administrative  services. 


Stock  Exchange  (TKO: 
States  and  Europe. 


Taseko  Mines  Limited 


Taseko  Mines  Limited  is  focused  on 
growth  of  shareholder  value  through 
development  of  Canada's  largest  copper- 
gold  project.  Over  the  past  five  years, 
shareholders  of  two,  blue  chip,  junior 
gold  companies  controlled  by  Taseko's 
management  team  participated  in  spec- 
tacular shareholder  growth  which  culmi- 
nated in  successful  takeovers,  totalling 
$222  million.  Taseko's  shares  trade  on 
NASDAQ  (TKO:  CF)  and  the  Vancouver 
V)  with  shareholders  in  Canada,  United 
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VEBA  AG 


POWERFUL  NEW  IMPETUS 

VEBA  stands  for  energy,  chemicals, 
and  trading/transportation/services, 
capital  of  VEBA  is  held  by  540,000  si 
holders.    The  development  in  Euj 
opens  up  important  entrepreneu 
prospects  for  the  Group. 
In  1991  Group  net  income  was  at 
1,095  million  and  matched  the  favoi 
level  achieved  the  previous  year, 
earnings  per  share  increased  to  DM  2C 


Tri-Continental 
Corporation 


With  over  $1.8  billion  in  assets,  Tri-Con- 
tinental is  the  nation's  largest  closed-end 
diversified  equity  investment  company. 
Founded  in  1929  and  managed  by  J.  &  W. 
Seligman  &  Co.,  Tri-Continental  remains 
committed  to  fhe  concept  of  quality  and 
value  in  the  selection  of  its  investments, 
and  continues  to  provide  excellent 
returns  to  its  stockholders. 
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CANARC 

RESOURCE  CORR 


Canarc  Resource 
Corp. 

Canarc  Resource  Corp.  (VSE:  CCM; 
growth  oriented  gold  exploration 
pany  based  in  Vancouver,  B.C.  Can! 
now  developing  one  of  the  largest 
deposits  in  Canada,  at  the  Polaris  I 
property,  a  past  producing,  high 
underground  gold  mine  located  in  (J 
western  B.C. 


By  focusing  on  finding  gold  deposits 
selling  them  tor  |irolit  rather  than  mi 

them,  Canarc  offers  investors  the  rewards  of  a  gold  asset  play  I 

out  the  risks  and  costs  of  going  to  production. 


■\  sour  world  economy  notwithstanding,  Switzerland's 
|)utput  of  $3,000-and-up  mechanical  watches  is 

'Son 


)ooming.  It  was  inevitable  that  the  folks  who  brought 
'ou  Swatch  watches  would  invade  the  luxury  trade. 


Jewelry 
for  the  wrist 


.;  Nicolas  Hayek,  chairman  and  guiding  light  at  SMH  Group 

>  om  Swatch's  bourgeois  roots  to  Blancpain's  aristocratic  vanities. 
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Nicolas  Hayek,  boss  of  Switzer- 
land's smh  Group,  creator  of  the 
Swatch  watch,  is  not  your  traditional- 
ly dour  Swiss.  When  asked  the  mean- 
ing of  the  initials  in  the  company 
name,  he  sometimes  replies,  only  half 
in  jest:  "Sa  Majeste  Hayek" — "His 
royal  highness,  Hayek." 

But  not  everybody  in  the  proud  old 
Swiss  watch  industry  is  amused.  Yes, 
Hayek  is  the  man  who  rescued  the 
mass  market  part  of  the  300-year-old 
Swiss  watch  industry  when  he  intro- 
duced the  $50  Swatch  in  1983.  Give 
him  credit  for  that.  But  this  tradition- 
encrusted  industry  doesn't  like  it  that 
Hayek  is  now  pushing  up  into  the 
luxury  end  of  the  watch  market,  long 
the  preserve  of  a  handful  of  famous 
names  with  illustrious  histories  and 
limited  production.  This  summer 
SMH — really  Societe  Suisse  de  Micro- 
electronique  et  d'Horlogerie — ac- 
quired an  ancient  name,  Blancpain, 
along  with  its  sister  company,  Piguet, 
a  maker  of  high-grade  mechanical 
movements,  for  $65  million.  At  the 
same  time,  Hayek  is  pushing  hard  to 
revitalize  smh's  Omega  brand  as  a 
competitor  to  Rolex  at  the  middle 
high  end  of  the  market. 

Having  a  stake  in  the  aristocratic 
end  of  the  watch  business  is  some- 
thing Hayek  has  wanted,  despite  or 
maybe  because  of  smh's  bourgeois 
roots.  SMH  was  the  product  of  a  shot- 
gun marriage.  It  was  born  in  1983 
when  creditors  of  the  two  lossmaking 
companies  producing  Omega,  Tissot, 
Rado  and  Longines  pushed  them  to- 
gether. The  alternative  was  oblivion. 
Unit  sales  by  Switzerland's  mass- 
manufactured  watch  industry  had 
halved  since  1970  under  an  onslaught 
from  Japanese  makers  Hattori  Seiko, 
Casio  and  Citizen. 

Hayek  is  an  ebullient  engineer  and 
son  of  an  American  father  and  Leba- 
nese mother.  He  made  the  merger 
work,  recapturing  much  of  the  inter- 
national middle  market  with  his  cheap 
but  trendy  Swatch  watches.  He  suc- 
ceeded by  making  his  watches  fashion 
accessories  at  a  time  when  his  Japa- 
nese competitors  were  offering  mere- 
ly reasonably  priced  timekeeping. 

The  hundred- millionth  cheap  and 
trendy  quartz  Swatch  rolled  off  the 
automated  assembly  line  in  Switzer- 
land in  April.  In  all,  over  25  million 
Swatches  will  be  sold  this  year.  Jazzy 
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Swiss  luxury  watches 


Luxury  still  life 
Clockwise  from 
left,  leading 
models  of  Rolex, 
Patek  Philippe, 
Jaeger-Le  Coultre, 
Piaget,  Breitling, 
Vacheron  & 
Constantin, 
Audemars 
Piguet, 
Gerald  Genta 
and  Cartier. 
All  told, 
$103,000  in 
timepieces. 


advertising  and  new  chronograph  and 
"limited  edition"  models  keep  teen- 
agers around  the  world  believing  that 
a  $50  Swatch  from  that  most  unhip  of 
countries,  Switzerland,  is  a  necessary 
badge  of  cool. 

But  even  while  Hayek  was  restoring 
the  mass  market  end  of  the  Swiss 
watch  business,  the  luxury  makers  at 
the  top  end  were  making  a  quiet 
comeback  on  their  own.  Between 
1983  and  1991,  sales  of  expensive 
Swiss  watches — those  selling  for 
$3,000  and  up — tripled  both  in  value 
and  in  volume.  The  luxury  watch 
business  now  has  almost  $3  billion  in 
annual  sales  and  is  highly  profitable. 
Best  of  all,  it  is  almost  a  Swiss  monop- 
oly, generating  up  to  $650  million  in 
pretax  profits  for  the  producers, 
which  include  such  revered  names  as 
Patek  Philippe,  Audemars  Piguet, 
Vacheron  &  Constantin,  Piaget  and 
Rolex. 

But  it  riles  the  luxury  makers  that 
Hayek  claims  credit  for  their  come- 
back as  well  as  for  his  own.  "By  saving 
the  lower  end  of  the  Swiss  watchmak- 
ing industry,  we  helped  restore  the 
market's  confidence  in  the  quality  of 
premium    Swiss    brands    as    well," 
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Hayek  says. 

"That's  total  nonsense,"  says  Ste- 
phen Urquhart,  president  of  Aude- 
mars Piguet.  He  and  Patek  Philippe's 
owner  and  president,  Philippe  Stern, 
say  the  credit  belongs  to  Rolex, 
which,  as  the  largest  seller  of  luxury 
watches  for  the  last  50  years,  made  the 
crucial  decision  to  continue  to  push 
mechanical  watches  during  the  1970s 
and  1980s,  while  other  well-known 
brands  like  Omega  and  Eterna  were 
embracing  battery-powered  quartz 
models. 

The  hostility  to  Hayek  takes  differ- 
ent forms.  Philippe  Stern  is  opaquely 
diplomatic,  as  befits  the  first  among 
equals  of  Switzerland's  premier 
watchmakers.  "We  are  watching  and 
waiting  to  see  what  Mr.  Hayek  does  at 
Blancpain,"  he  says.  Audemars  Pi- 
guet's  Urquhart  is  blunter.  "Hayek's 
ego  may  be  a  little  overblown.  He 
would  be  wrong  to  think  that  what 
worked  at  Swatch  and  Omega  will 
work  at  the  very  top  end." 

The  cocky  Hayek,  however,  is  not 
crushed  by  such  criticism.  Not  with 
the  kinds  of  numbers  he  brings  to  the 
game.  He  can  hardly  contain  his  exu- 
berance, arms  churning  and  an  unlit 


cigar  chomped  in  his  jaw,  as  he  ticks 
off  smh's  prospects  for  the  year.  "Our 
sales  will  rise  this  year  27%,  to  $2.1 
billion,  while  profits  will  go  up  no  less 
than  60%,  to  $300  million."  Bound- 
ing from  his  chair  to  a  nearby  black- 
board, he  comments  as  he  scratches 
numbers:  "smh  five  years  ago  had  net 
debt  of  $300  million.  Now  it  has 
almost  $500  million  in  cash  in  the 
bank,  more  than  double  our  long- 
term  debt." 

The  news  is  good,  too,  at  smh's 
once  anemic  middle-market  brands  of 
Omega,  Tissot  and  Longines.  Having 
been  cut  back  hard  on  the  number  of 
models  and  the  cost  of  manufactur- 
ing, they  are  now  also  flourishing. 
Omega  alone  will  contribute  as  much 
to  smh's  profits  this  year  as  the  Swatch 
line  will. 

Hayek  reckons  that  there  is  enor- 
mous potential  for  growth  in  the  sales 
volume  of  the  luxury  Swiss  watch 
business.  And  he  wants  some  of  it. 

Luxury  watch  prices  continue  to 
rise,  pushed  by  market  demand  for 
models  with  expensive  complications, 
such  as  dials  displaying  moon  phases 
and  a  perpetual  calendar  cogwheel 
that  adjusts  for  leap  years.  As  with 
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CAN  YOU  AFFORD 

NOT  TO  BOY  AN 

EXPENSIVE  NEWSPAPER? 


With  your  overseas  rivals  beating  up 
on  you  —  day  after  day  —  you  need  a 
newspaper  that  helps  you  fight  back 
day  after  day.  The  Financial  Times 
does  just  that. 

The  old  expression,  "You  get  what  you 
pay  for,"  says  it  all;  and  what  you  get 
from  the  FT  is  a  competitive  edge. 

The  FT  illuminates  the  world  for 

you  as  no  other  paper  can.  Every 
corner  of  it.  Every  corridor  of  power. 
Its  first-hand  reporting  is  second  to 
none  —  on  the  political,  economic  and 
financial  events  you  must  know  about 
as  the  day  begins. 

FT  correspondents,  specialists  in  their 
subjects  and  regions,  keep  you  ahead 
of  the  curve  in  terms  of  information 
that  can  be  put  to  practical  use. 

You  get  the  full  dimensions  of  each 
development.  The  FT  provides  a  syn- 
thesis of  world  reactions  to  key  events, 
and  examines  their  impact  on  markets, 
geopolitical  institutions  and  multi- 
national business. 


What's  more,  you  gain  a  perspect- 
ive on  each  day's  news  through 
exclusive  Financial  Times  analyses 
that  deal  with  the  meaning  and 
implications  of  world  events. 

These  features  separate  shadow  from 
substance;  they  explain  the  relevance 
of  economic  and  political  trends; 
they  sharpen  your  ability  to  make 
well-informed  decisions. 

Designed  for  busy  executives,  the 

FT  doesn't  waste  your  time  with 
trivia  and  padding.  Each  story  takes 
you  to  heart  of  the  matter.  And 
the  FT's  conciseness  is  matched 
by  its  legendary,  straight-from- 
the-sources  accuracy. 

Then  there's  style;  and  despite  the 
seriousness  of  its  subject  matter, 
the  FT's  is  anything  but  somber. 

To  the  contrary  —  the  intelligence, 
objectivity  and  fiercely  inde- 
pendent nature  of  Financial  Times 
reporting  give  the  newspaper  a 
refreshing,  spirited  quality. 


This  breadth  of  vision, 
so  unique  to  the  FT, 
can  open  your  eyes  to 
often  unseen  risks  and 
opportunities. 
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FINANCIAL  TIMES 


£•    Airbus  wins  $5bn  order  for  100  aircraft  in  US 


Wcm  plcdgo  support  for  Yeltsins  reforms  and  political  leadership 

G7  agrees  $24bn  aid  for  Russia 
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The  FT's  value,  in 

short,  is  simply  that 
it's  an  extraordinarily 
good  read.  Even  on 
a  bad  morning. 


Subscribe  today  for  home  or  office  delivery:  call  800-628-8088  (Dept  F) 


Swiss  luxury  watches 


cars,  the  big  profits  are  in  the  extras.  A 
Blancpain  model  with  moon  phases 
on  a  gold  bracelet  sells  for  around 
$20,000;  the  stripped-down  models 
on  leather  straps,  for  under  $10,000. 
The  difference  in  price  owes  more  to 
scarcity  than  to  differences  in  the  costs 
of  production. 

Hayek  figures  he  can  perhaps  dou- 
ble the  sales  of  Blancpain,  now  6,000 
units  a  year.  He  knows  he  will  have  to 
spend  heavily  on  advertising  to  sup- 
port his  effort.  The  luxury  Swiss  mak- 
ers among  them  will  spend  $500  mil- 
lion this  year  on  marketing,  and  he 
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who  has  run  Blancpain  since  1981 
and  sold  the  company  to  Hayek. 

Despite  the  sour  economic  times 
worldwide,  the  Swiss  luxury  watch 
industry  as  a  whole  is  gaining 
strength.  Sales  volume  of  expensive 
Swiss  watches  should  rise  this  year  by 
5%  to  10%,  based  on  sales  figures 
provided  to  FORBES  by  the  leading 
companies. 

The  most  distinguished  one,  Patek 
Philippe,  will  this  year  sell  over 
17,000  watches,  up  10%  from  last 
year  and  70%  above  the  level  of  a 
decade  ago.   Patek  Philippe's  Stern 


|  Wolfgang  Peter 

1  ofBreguet 

-,  Once  the  watch- 

|  maker  to  George 
Washington  and 
King  George  III,  but 
in  receivership 
by  1987.  Revived, 
Breguet's  sales 
have  risen 
sevenfold. 


such  old  models  bring  at  auction,  ii 
designed  to  give  the  impression  th; 
an  expensive  watch  is  a  secure  store  o 
value.  Certainly,  a  high-quality  Swissl\o" 
watch  will  hold  its  value  a  lot  bette 
than  even  the  best  luxury  automobile 
A  20-year-old  Patek  Golden  Ellipse  in 
good    condition    today    will    bring 
about  five  times  its  original  price  and 
be  worth  over  half  what  a  similar  new 
$8,000  model  brings. 

The  ones  that  hold  their  value  best 
are  those  with  complicated  features,  | 
such  as  minute  repeaters  or  a  "skele- 
ton model"  with  its  movement  visible 


will  have  to  compete  on  that  scale.  No 
less  important:  When  he  bought  the 
company,  he  also  took  control  of  its 
affiliated  movement  maker,  Piguet, 
which  also  sells  expensive  mechanical 
movements  to  many  other  luxury 
makers. 

Hayek  already  owned  the  biggest 
movement  maker  in  Switzerland,  ETA. 
This  gives  SMH  the  potential — which 
Hayek  promises  he  won't  use — to 
squeeze  his  competitors  by  boosting 
the  price  or  withholding  the  delivery 
of  movements.  That  worries  watch- 
makers— such  as  Vacheron  &  Con- 
stantin,  Cartier  and  Breitling — with- 
out a  secure  in-house  supply  of  move- 
ments. "Any  watch  company  without 
its  own  movement  company  is  going 
to  find  the  next  decades  very,  very 
tough,"  predicts  Jean-Claude  Bivcr, 
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says  he  is  hard  put  to  account  for  this 
boom  amidst  general  recession.  "Our 
major  dealers  say  that  'these  problems 
just  aren't  affecting  Patek.'  I  have  no 
exact  idea  why.  Clearly,  we've  under- 
estimated the  strength  and  persis- 
tence of  the  demand  for  our  watches. 
About  the  only  risk  we  face  is  a  fire  in 
our  factory,"  says  Stern,  brimming 
with  confidence. 

At  Vacheron  &  Constantin,  found- 
ed in  1755  and  in  production  ever 
since,  sales  volume  has  tripled  to 
1 1,000  units  since  1987,  the  year  the 
watchmaker  almost  went  broke.  The 
company  was  bought  by  Saudi  Ara- 
bia's Sheikh  Yamani,  who  put  in  $30 
million  in  new  capital.  A  key  part  of  its 
marketing  is  a  traveling  exhibition  of 
its  old  models.  This,  together  with 
spreading  the  word  on  the  high  prices 
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through  a  clear  sapphire  case.  But 
forget  about  these  unless  you  have 
anywhere  from  $50,000  to  $400,000 
and  up,  and  are  ready  to  wait  years  for 
delivery. 

Breguet,  a  Swiss  maker  with  French 
roots,  is  one  of  the  most  ancient  and 
venerable  names  in  watchmaking. 
George  Washington  and  King 
George  III  were  original  clients.  But 
it  nearly  went  broke  in  1987.  It  was 
rescued  by  the  Arab  investment  com 
pany  Investcorp,  which  now  also 
owns  retailer  Saks  Fifth  Avenue.  Since  | 
the  takeover,  says  Chairman  Wolf- 
gang Peter,  Breguet's  unit  sales  have 
risen  from  800  to  6,000  this  year; 
Investcorp  is  bringing  the  company 
public  on  the  Paris  stock  exchange. 

At  Audemars  Piguet,  revenues  will 
reach  $75  million  this  year,  on  sales  ol 
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They  know  that  in  addition  to  the  products  they  sell  and  the  people  they  employ,  the  biggest 
la.son  for  their  success  may  well  be  the  stock  market  they're  listed  on. 

Consider  a  recent  Fortune®  magazine  article  which  named  the  100  fastest  growing  companies 


,!!!!! 


also 

intf 


America— 63  were  listed  on  one  stock  market:  The  Nasdaq  Stock  Market. 

HAT   DO  AMERICA'S 

A  coincidence?  Not  really. 

You  see,  each  of  these  companies  has  learned  that  Nasdaq's  trading  environment  is  ideal  for 
[)mpanies  that  are  anxious  to  grow.  And  grow  fast. 

It's  an  environment  in  which  every  company  has  multiple  market  makers  trading  its  stock, 

ASTEST    GROWING 

stead  of  a  single  market  maker  like  a  traditional  stock  exchange.  And  because  Nasdaq  market  makers 
lect  a  company  rather  than  being  assigned,  they  have  more  than  a  passing  interest  in  the  performance 
|f  that  company's  stock.  They  stimulate  interest  throughout  the  marketplace  allowing  more  capital  to  be 
iised  at  a  lower  cost.  And  they  compete  with  each  other,  further  enhancing  a  stock's  liquidity. 

OMPANIES    KNOW 

It's  a  way  of  doing  business  that  has  fueled  the  growth  for  many  of  America's  most  successful 
d  innovative  companies,  including  Microsoft®  MCI®  Apple®  Computer  and  Intel® 

These  companies  though,  aren't  the  only  ones  that  have  come  to  recognize  the  advantages  of 
Jasdaq— America's  fastest  growing  stock  market. 

rHAT    YOU    DON'T? 

"Nasdaq's  automated  market  making  system  will  become  more  important  as  trading  becomes 
aore  global,"  Ernest  Tanner,  Professor  of  Economics,  Tulane  University. 

"The  relatively  higher  liquidity  of  Nasdaq  stocks  is  (due)  to  the  interest  of  multiple  market 
nakers,"  Professors  Kerry  Cooper  and  John  Groth,  Texas  A&M  University. 

And  Jack  Burke,  Contributing  Editor,  IR  magazine:  "The  Nasdaq  Stock  Market  has  married 
echnology  to  competition  and  propelled  itself  firmly  into  the  top  ranks  of  the  world's  equities  exchanges." 

If  you're  a  serious  investor  interested  in  growth,  at  least  now    IJACHAfl 
ou  know  more  about  the  stock  market  best  geared  to  provide  it.  ' n     *    ■' '   - c-  - 
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The  stock  market  for 
the  next  100  years. 


100  Fastest  Growing  Companies  in  America 


NASDAQ 


Based  on  material  from  Fortune  Magazine,  October  1992 


Swiss  luxury  watches 


14,500  watches,  says  Ste- 
phen Urquhart  from  his  of- 
fice overlooking  the  Jura 
Mountains  in  the  Joux  Val- 
ley, 40  miles  from  Geneva. 
The  big  growth  has  come 
from  sales  of  its  Royal  Oak 
models.  Audemars  pays 
British  golfer  Nick  Faldo 
$  1 60,000  a  year  to  endorse 
the  Royal  Oak;  both  the 
watch  and  the  golfer  have  a 
huge  following  in  Japan. 

Meanwhile,  nearly  every 
important  international 
jewelry  store — Tiffany,  As- 
prey,  Harry  Winston — 
now  has  its  own  brand. 
Fashion  houses  such  as 
Hermes  and  Chanel  sell 
expensive  watches,  as  does 
Gianni  Versace.  A  $5,000 
Armani  watch  can't  be  far 
away.  mtmum 

And  Rolex?  This  year  it 
will  generate  turnover  of  about  $1.2 
billion  on  the  sale  of  600,000  luxury 
watches,  according  to  the  estimates  of 
Boris  Bizzozero  of  S.G.  Warburg  So- 
ditic  in  Geneva.  Rolex  has  been  hit 
this  year  by  the  spate  of  bankruptcies 
among  American  jewelry  retailers, 
and  the  company  is  cutting  back  on 
the  number  of  its  retailers  in  the  U.S. 
But  Rolex's  marketing  prowess  con- 
tinues to  confound  and  impress  its 
competitors.  Using  advertising  that 
has  barely  changed  in  50  years,  it 
continues  to  push  into  rich  new  mar- 
kets. In  Japan,  Rolex  watches  have 
become  the  preferred  high  school 
graduation  gift. 

Another  old  brand,  Jaeger-Le- 
Coultre,  has  profited  from  the  revival 
of  interest  in  art-deco-era  watches. 
Sales  of  its  Reverso  model,  which  first 


The  $19,500  watch  by  Genta 

Royal  Oak  designer  Gerald  Genta  has  struck  out  on  his  own. 


appeared  in  1931,  have  grown  tenfold 
in  the  last  five  years,  says  Giinter 
Bliimlein,  company  president.  Earlier 
this  year  German  engineering  giant 
Mannesmann  bought  control  of  this 
growing  firm. 

The  North  American  Watch  Corp. 
of  Lyndhurst,  N.J.  is  the  U.S.  flagship 
in  the  luxury  watch  business.  It  dis- 
tributes Piaget  and  Corum,  whose 
sales  are  up  this  year  over  last,  says 
Efraim  Grinberg,  company  president. 
It  also  manufactures  in  Switzerland 
the  Movado  and  Concord  brands, 
which  are  strong  in  the  $3,000  to 
$5,000  range  targeted  by  Hayek's 
revitalized  Omega  brand. 

How  much  more  can  this  market 
grow?  Hayek  has  no  doubt  it  can 
grow  much  more,  nor  does  Anthony 
D'Ambrosio,   executive   director   of 


Countering 

the 

counterfeiters 


Forgers  remain  a  thorn 
in  the  Swiss  watch  indus- 
try's side.  Hong  Kong 
manufacturers  still  churn 
out  $25  copies  of  Cartier 
and  Rolex  models.  The 
Swiss  government, 
pushed  hard  by  the  watch- 
makers, has  retaliated  this 
year  by  trying  to  forbid 
Hong  Kong  manufactur- 
ers from  stamping  their 


rip-off  models  as  "Swiss 
made"  even  if  they  con- 
tain movements  from 
Switzerland. 

The  proposed  revision 
of  c;a  i  i ,  the  multinational 
trade  agreement,  in- 
cludes protection  of  intel- 
lectual property.  It  prom- 
ises for  the  first  time  the 
means  to  control  this 
piracy.  -P.F.  ■ 


Tourneau  Inc.,  which  h 
five  shops  in  New  York  am 
Florida  and  sells  more  ex 
pensive  Swiss  watches  i: 
the  U.S.  than  any  other  re 
tailer.  "There  are  man 
thousands  of  American 
who  own  a  Mercedes  and 
boat,  wear  $1,000  Englis 
suits  but  wear  a  $  1 00  watel 
on  their  wrist,"  D'Ambro 
sio  says.  (This  is  about  as  fi 
as  market  research  goes  i 
the  luxury  watch  business. 
The  point  is  that  an  ex 
pensive  mechanical  watc 
remains  the  only  impor 
tant  piece  of  jewelry  tha 
men  are  likely  to  buy 
the  price  of  these  watche 
has  pushed,  in  cases  lik 
Patek  Philippe's  $500,00 
minute  repeaters,  to  si 
times  the  level  of  the  to; 
Mercedes  sedan,  so  th 
snob  appeal  of  owning  one  has  rise 
faster.  Patek  Philippe  can't  mak 
enough  of  these  models  to  supply  th 
demand. 

Now  women   are   buying  luxu 
watches.   But  along  with  jewel-en 
crusted  quartz  models  that  are  th 
strength  of  sister  companies  Cartie 
and  Baume  &  Mercier,  the  Swiss  mak 
ers  suddenly  find  that  ladies  want 
expensive  mechanical  watches,  often 
large-faced  men's  models. 

Patek  Philippe  is  making  this  a  par 
ticular  target  of  its  marketing,  with 
technically  detailed  ads  in  fashion 
magazines  like  Vogue.  "We  hopej 
within  ten  years  that  sales  to  women 
will  rise  from  25%  to  40%  of  our  total 
output,"  says  Patek  Philippe's  Stern 

If  anything  will  hold  back  growth, 
it  may  be  the  shortage  of  people  with 
the  skills  needed  to  hand-finish  high- 
grade  mechanical  watch  movements 
To  expand  its  output,  Breguet  had  to 
poach  30  trained  watchmakers  from 
other  companies  (average  pay  for  a 
Swiss  watchmaker:  $50,000  a  year). 
Not  too  many  young  Swiss  today  w  ill 
submit  to  the  discipline  and  long 
training  that's  required  to  learn  this 
difficult  trade. 

Into  this  rarefied  business  steps  the 
iconoclastic  Nicolas  Hayek.  Watch 
for  some  fireworks  from  Hayek-  aiul 
mutterings  of  outrage  from  his  some 
what  stodgy  competitors. 
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Some  Arguments  For  Nuclear  Energy 
Are  Smaller  Than  Others. 


Around  the  nuclear  electric  plant  on  Florida's 
Hutchinson  Island,  endangered  wildlife 
have  a  safe  haven.  The  baby  sea  turtles 
hatching  on  nearby  beaches  are  more 
evidence  of  the  truth  about  nuclear  energy: 
it  peacefully  coexists  with  the  environment. 


America's  110  operating  nuclear  plants 
don't  pollute  the  air,  because  they  don't 
burn  anything  to  generate  electricity.  Nor  do 
they  eat  up  valuable  natural  resources  such 
as  oil  and  natural  gas. 

Still,  more  plants  are  needed— to  help 


satisfy  the  nation's  growing  need  for  elec- 
tricity without  sacrificing  the  quality  of  our 
environment.  For  a  free  booklet  on  nuclear 
energy,  write  to  the  U.S.  Council  for  Energy 
Awareness,  P.O.  Box  66080,  Dept.  TR09, 
Washington,  D.C.  20035. 


Nuclear  Energy  Means  Cleaner  Air. 


©  1992  USCEA 
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Is  Gianni  Versace  selling  himself 
or  his  products?  Dumb  question. 

The  ivory 
control  tower 


Gianni  Versace  in  his  beloved  Miami  Beach 

"I  am  like  a  sponge.  I  take  it  all  in  and  then  I  wring  it  out." 
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"People  want  the  extreme  from 
me,"  says  Gianni  Versace.  Do  they 
ever.  Gianni  Versace  offers  $1,750 
printed  silk  shirts  splashed  with  Chi- 
nese mandarins,  gold  scrollwork  and" 
overflowing  cornucopias  of  fruit  and 
flowers;  $6,000  form-fitting  black 
evening  gowns  with  leather  bondage 
straps  up  top;  $800  belts  studded 
with  grommets  and  gold  Medusa 
heads.  "You  have  to  be  very  confident 
to  wear  this  stuff,"  says  Joan  Kaner, 
fashion  director  for  Neiman  Marcus. 

There  must  be  lots  of  cocky  people 
The  retail  value  of  Versace  duds  and 
accessories  sold  last  year:  $1.7  billion. 
Needless  to  say,  all  this  merchandise 
doesn't  move  itself.  Versace  is  a  verita- 
ble impresario,  skillfully  deploying  ce- 
lebrity models  and  preening  Versace- 
clad  rock  stars;  staging  $500,000 
fashion  shows;  designing  theater,  bal- 
let and  opera  costumes.  Opera  diva 
Kiri  Te  Kanawa  is  squarely  in  Ver- 
sace's camp,  as  is  Luciano  Pavarotti. 

The  hype  also  includes  a  similarly 
excessive  lifestyle  with  lavish  homes  in 
Milan,  on  Lake  Como  and,  soon,  a  $3 
million  palazzo  on  Miami  Beach's 
Ocean  Drive  that  he's  putting  anoth- 
er $3  million  into  renovating.  All 
these  featured  in  photo  spreads  all 
over  the  glossy  mags. 

Who  buys  his  stuff?  At  Charivari,  a 
trendy  New  York  City  fashion  out- 
post, a  40-year-old  Japanese  business- 
man recently  walked  out  with  one  of 
those  $1,750  silk  shirts,  even  though 
the  sleeves  were  a  little  long.  At  Nei- 
man Marcus,  the  $6,000  black  eve-, 
ning  gown  with  bondage  straps  is  a 
big  seller.  But  few  women  can  handle 
a  wardrobe  full  of  this  stuff.  Even 
supermodel  Christy  Turlington  says 
she  feels  more  comfortable  wearing 
Versace  on  the  runway  than  she  does 
on  the  street.  But  if  a  woman  is  look- 
ing to  launch  an  all-out  attack,  Ver- 
sace makes  the  uniform. 

"He  understands  that  there's  a  se- 
cret part  in  every  woman  who  wants 
to  think  of  herself  as  a  Versace  wo 
man,"    says    Donatella    Girombclli, 
who  has  collaborated  with  Versace  on 
her  Gcnny  line  of  fashions  for  the  past 
12  years  (FORBES,  Sept.  28).  For  those 
who  want  to  be  Versace  women  with 
out  being  too  far  out,  Versace  also 
designs  more  sedate  clothes.   In  his 
women's  clothes,  half  the  sales  como 
from  much  tamer  outfits  and  accesso 
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Each  year,  AMBAC  insurance  is  provided  for  new  and  improved  roads,  bridges, 
schools  and  hospitals  all  across  America.  Because  hundreds  of  issuers  rely  on 

AMBAC's  guarantee  to 
enhance  the  marketability 

^A    k    A  rni^  A      of  their  general  obligation,  utility, 
/m\i  V\L  Iv  I  V^i#%   transportation  and  other  revenue 

bond  issues. 

But  this  shouldn't 


sunuuib  anu  nubpuaib  an  aciubb  rtiiienua.  Dccausc  iiunui 

Our  commitment 

\kJ  /A/V  VClvl  V^/A   transportatic 

GOES  ON  FOR  MILES. 


come  as  a  surprise,  considering  our  financial  strength  and  consistent  performance 
as  reflected  in  our  Moody's  Aaa  and  Standard  &  Poor's  AAA  ratings. 

At  AMBAC,  we  believe  that  what's  good  for  America  can  be  good  for  those 
who  invest  in  it  And  that's  a  philosophy  that  puts  everyone  on  the  same  road— and 
moving  forward. 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza,  New  York,  NY  10004 

(212)668-0340 


MARKETING 


A  $1,750  silk  shirt 
and  a  $6,000  uniform 
for  a  bondage  ball 
"You  have  to  be 
very  confident  to 
wear  this  stuff." 


■mhh      ncs;   in   menswear,  as 
^  much  as  70%. 

^B  Gianni  Versace  SpA, 

W*M  the  holding  company, 
claimed  revenues  of 
S270  million  last  year. 
Much  of  that  comes 
from  royalties  and  li- 
censes from  the  29 
companies  that  turn 
out  his  different  lines: 
Versace,  Versace  Atel- 
ier, Istante,  the  less  ex- 
pensive Versus,  Ver- 
sace Jeans  Couture  and 
V2.  Versace  also  owns 
some  of  the  boutiques 
that  sell  his  higher- 
priced  goods  and  owns 
factories  turning  out 
22%  of  his  goods.  Prof- 
its: S18  million.  That's  up  from 
revenues  of  about  SI 97  mil- 
lion in  1990,  and  profits  of 
about  S12  million. 

The  company  is  owned  en- 
tirely by  Versace  and  his 
^      tight-knit   family.    Which 
means  sister  Donatella,  a 
petite,  leather-clad 

bombshell  who  is  Ver- 
sace's muse  and  insepara- 
ble partner;  brother  San- 
to, who  handles  the  fi- 
nances and  stays  in  the 
background;  and  Dona- 
tella's    husband,     Paul 
Beck,  an  American  for- 
mer model  who  runs 
Versace's     menswear 
operations. 

A  native  of  Reggio 
Calabria,  at  the  toe 
of  the  Italian  boot, 
the  45 -year-old 

Gianni  Versace  is 
ceaselessly  sunny,  in 
marked  contrast  to 
his  intense,  brood- 
ing archrival  from 
the  north,  Gior- 
gio Armani.  "I  am 
a  completely  hap- 
py man,"  chortles 
Versace.  But  even  that's  part  of  the 
image.  "I  live  in  an  ivory  control 
tower,"  he  says. 

Team  Versace  first  cranked  up  in 
1978,  but  it  kicked  into  high  gear 
only  four  or  five  years  ago.  Around 
that  time  Versace  first  got  the  idea  for 


the  "supermodel."  Traditionally,  one 
group  of  models  specialized  in  fashion 
photography,  while  another  group 
walked  the  runways  at  fashion  shows v 
They  never  trod  on  each  other's  turf. 
Versace  changed  all  that  when  he 
engaged  the  hottest  photo  models  to 
do  his  shows.  Runway  models  walk 
better,  are  generally  thinner,  and  get 
about  $2,000  a  show.  But  Versace 
wanted  the  glow  of  the  world's  most 
glamorous  faces  on  his  runway,  and! 
he  wanted  them  on  an  exclusive  basis. 
So  he  upped  the  ante  to  $10,000  to 
$15,000  per  appearance.  Who  cares 
how  they  walk? 

It  worked  splendidly.  Versace 
played  a  major  part  in  launching  such 
models  as  Cindy  Crawford,  Naomi 
Campbell,  Linda  Evangelista  and 
Christy  Turlington,  helping  to  trans- 
form them  into  international  celebri- 
ties in  their  own  right.  And,  of  course, 
still  beholden  to  Gianni.  "If  he  needs 
us  to  help  him  out  on  one  of  his 
charity  benefits,  we're  there,"  says 
Turlington.  Nowadays,  of  course,  vir- 
tually all  the  other  top  designers  use 
supermodels  in  their  shows,  too. 

Still,  a  Versace  fashion  show  is  like 
no  other.  At  6:30  p.m.  on  Oct.  8  the 
lights  dimmed,  and  a  flashing  video 
mosaic  of  nude  beauties,  old  master 
paintings  and  floral  patterns  lit  up  the 
room  to  the  pulsing  beat  of  a  rock 
anthem.  Out  marched  a  troupe  o: 
Versace's  brightest  stars  in  skin-tight 
black-and-white  sheaths  of  fabric  that 
swung  lightly  where  they  flared  out 
below  the  knee.  More  show  business 
than  rag  business. 

For  the  publicity  it  brings  him, 
Versace  courts,  cultivates  and  clothes 
rock  stars  gratis.  He's  doing  the  cos- 
tumes, sets  and  even  the  album  cover 
for  Elton  John's  current  tour.  But 
business  is  business.  Guitarist  Kric 
Clapton  recently  defected  from  Ver- 
sace to  Armani.  "I  had  a  business  deal 
with  Versace,  now  I  have  a  business 
deal  with  Armani,"  said  the  blunt 
rocker  in  the  trade  paper  Women  I 
Wear  Daily. 

But  Versace  goes  on,  enhancing  his 
merchandise  with  the  glow  of  music, 
theater  and  sex.  "I  am  like  a  spufjna — 
a  sponge,"  Versace  once  told  Dona 
tella  Girombelli,  explaining  how  he 
soaks  up  all  the  celebrity  pi//a//.  "I 
take  it  all  in,  and  then  I  wring  it 
out." 
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Newark  Life  is 
large,  conservative,  and  dull. 

Reassuring  in 
times  like  these,  isn't  it? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
'stability"  and  "security"  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
trend.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  147  years. 

When  the  financial  community  tied  its  money  up 

in  an  overheated  real  estate  market,  we  were  modest 

investors.  When  others  embraced  junk  bonds, 

we  held  back.  (In  fact,  95  percent  of  the  bonds  in 

our  portfolio  are  investment  grade.*) 

Does  that  make  us  large  and  conservative? 
We  should  say  so.  And  as  for  dull,  we  look  at 
it  this  way:  If  being  exciting  means  investing 
in  volatile  junk  bonds,  that's  the  land  of  excite- 
ment we  can  all  do  without. 

For  information  on  any  of  our  products  and 
services,  call  your  local 
New  York  Life  agent 

Or  1-800-695-4331.  The  Company  You  Keep! 


©  1 992  New  York  Life  Insurance  Company  and  New  York  Life  Insurance  and  Annuity  Corporation,  5 1  Madison  Avenue, 

New  York,  NY  10010.  AT  rights  reserved.  *As  of  December  31,  1991;  includes  the  bond  portfolios  of  New  York  Life 

Insurance  Company  (NYLIC)  and  its  subsidiary,  New  York  Life  Insurance  and  Annuity  Corporation  (NYLIAC), 

managed  by  New  York  Life  Insurance  Company.  NYLIC  has  $42,750  billion  in  assets  and  $2,620 

billion  in  surplus;  NYLIAC  has  $1 1.613  billion  in  assets  and  $0,591  billion  in  surplus. 
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Sell  your  urban  real  estate,  buy  land  on  the  exurban 
fringes,  invest  in  telecom  companies,  learn  Lotus  Notes. 
Why?  Not  because  the  Democrats  are  back  in  the 
White  House  but  because  electronics  is  changing 
our  world  faster  than  anyone  thought  possible. 

Thevirtual 
workplace 

By  David  C.  Churbuck  and  Jeffrey  S.  Young 


Sea-Land  Service,  an  ocean  shipper 
owned  by  CSX  Corp.,  is  headquartered 
in  Edison,  in  New  Jersey's  heavily 
settled  eastern  corridor.  Come  win- 
tertime this  $3.2  billion  company  is 
going  to  pick  up  stakes  and  resettle  25 
miles  up  the  road  in  Liberty  Corner, 
N.J.,  in  search  of  lower  rents  and 
greener  surroundings.  And  why  not? 
As  a  Sea-Land  executive  says,  "All  I 
need  is  a  personal  computer  to  track 
any  of  the  1 .2  million  containers  we 
have  in  our  computer  system.  I  can  do 
that  just  as  well  from  my  house,  or  a 
hotel  suite  in  Hong  Kong,  as  I  can 
from  a  high-rise  office  overlooking 
the  docks.  Who  needs  to  be  near  the 
ships?" 

Lusk,  Wyo.,  population  1,504,  is  a 
small  town  in  the  least  populated 
county  of  the  least  populated  state  in 
the  country.  In  the  19th  century  a 
western  outpost  like  that  would  have 
lived  or  died  on  whether  the  railroad 
tracks  came  to  it.  It's  a  little  late  for 

184 


Lusk  to  turn  itself  into  a  transporta- 
tion hub,  therefore  Mayor  Donald 
Whiteaker  has  come  up  with  the  next 
best  economic  development  scheme. 
He  has  persuaded  U  S  West  to  install 
fiber-optic  cables  and  advanced  digi- 
tal switches  in  Lusk  by  picking  up 
some  of  the  cost.  "We  have  plenty  of 
land  and  I  could  find  you  2,000  acres 
real  fast,"  said  Mayor  Whiteaker.  "All 
I  need  to  do  is  connect  you  to  the 
outside  world." 

Not  long  ago  such  ambitions 
would  have  been  dismissed  as  pretty 
fanciful.  But  they  are  plausible  now.  If 
Citicorp  can  install  its  credit  card  op- 
erations in  South  Dakota,  if  clothing 
vendor  Patagonia  can  put  its  custom- 
er service  staff  in  Montana,  if  Utah  can 
turn  into  a  software  development  cen- 
ter, then  even  Lusk  has  a  chance  at  the 
next  job  influx.  The  explosive  ad- 
vances in  telecommunications  and 
computing  make  the  hinterlands  ever 
closer. 

Little  more  than  a  decade  ago  fax 
machines  were  expensive  rarities;  to- 
day you  can  get  one  for  your  home 
office  for  $320.  In  1950  a  cross- 
country business  call  cost  15  times  as 
much  as  a  local  call.  Today,  Fidelity 
Investments  can  connect  its  Boston 
office  with  a  branch  in  Covington,  Ky. 
at  a  cost  of  less  than  a  cent  per  minute 
per  voice-grade  line.  That's  less  than 
Fidelity  spends  for  local  connections. 
So  why  keep  jobs  in  Boston,  where 
housing  is  expensive  and  taxes  forbid- 
ding? Fidelity  is  moving  a  bunch  of 
them  to  Covington  next  year. 

Bad  news  for  cities;  good  news  for 


Marlow,  N.H., 
headquarters  town 
for  PC  Connection 
Don't  bring  the 
workers  to  the  city 
bring  the  city  to 
the  workers. 


owners  of  real  estate  in  pleasant- look 
ing  towns  on  the  exurban  fringes,  o: 
maybe  even  in  the  sparsely  settle 
expanses  of  Wyoming. 

Employers  have,  of  course,  bee: 
trickling  out  of  cities  for  a  long  time 
In  the  first  wave  of  urban  emigration^ 
manufacturers  took  their  factories  out| 
of  settled  areas  and  away  from  water 
power  and  put  them  wherever  electric 
power  lines  and   railroads  reached 
The  Interstate  highway  system  wa 
the  driving  force  in  the  second  wavc.j 
It  chased  still  more  assembly  lilies,) 
printing  presses  and  textile  mills  inl 
rural  areas;  it  also  smoothed  the  wa 
for  a   1960s  and   1970s  exodus  a 
corporate  headquarters  from  down 
town  to  more  congenial  sites  nca 
executives'  suburban  homes. 

The  third  wave — call  it  the  fiber 
optic  wave — is  on  a  par  with  the  othe 
two  in  magnitude,  but  its  sudden  nes 
is  likely  to  make  it  much  more  seven 
in  its  side  effects.   Electrifying  the 
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country  took  almost  half  a  century, 
but  crisscrossing  it  with  glass  fibers 
has  taken  scarcely  15  years. 

Only  11  years  after  IBM  started  sell- 
ing its  personal  computer  in  mostly 
urban  retail  chains  like  Businessland, 
Dell  Computer  is  putting  both  IBM 
employees  and  retail  clerks  out  of 
business  with  a  retail  store  that  has  no 
location  anywhere:  It  consists  of  toll- 
free  telephone  lines  and  a  chain  of 
United  Parcel  Service  trucks  linked  by 
their  own  radio-equipped  computers. 
It  is  taking  Intel  just  four  years  from 
the  1989  birth  of  its  fourth-genera- 
tion microprocessor,  the  486,  to 
bring  out  the  fifth-generation  Pen- 
tium, with  double  the  power.  In  the 
last  four  years  the  number  of  telecom- 
muters in  the  U.S.  has  doubled  to 
more  than  6  million. 

This  rapid  flowering  of  technology 
has  coincided  with  a  disintegration  of 
the  classic,  hierarchical  megacorpora- 
tion.  No  doubt  many  of  the  3  million- 
plus  white-collar  workers  whose  jobs 
were  eliminated  since  1980  would 
have  been  doomed  anyway,  by  inter- 
national competition.  But  technol- 
ogy helped  in  a  big  way  to  make  them 
redundant. 

Peter  Drucker,  in  his  1989  book, 
The  New  Realities,  argues  that  middle 
management's  role  in  a  corporation 
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traditionally  has  been  that  of  an  infor- 
mation conduit,  passing  information 
down  from  executives  and  up  from 
workers.  The  information,  once 
guarded  in  mainframe  computers  at 
headquarters,  has  been  dispersed  to  a 
network  of  cheap  desktop  machines, 
and  not  as  many  middle  managers  are 
needed  to  pass  information  back  and 
forth.  IBM  has  a  mass  of  managers  at 
various  sites  in  Westchester  County, 
N.Y.,  just  north  of  New  York  City. 
Dell,  in  contrast,  has  25  corporate 
sales  executives,  working  out  of  their 
homes  in  suburbs  of  Manhattan  and 
Seattle. 

As  companies  decentralize  and  re- 
form themselves  around  their  infor- 
mation networks — tying  branch  of- 
fices, telecommuting  employees  and 
customers  together  with  private  net- 
works, satellites,  laptop  computers 
and  fax  machines — the  result  is  some- 
times the  end  of  entire  midd!e  layers 
of  management. 

That's  what  happened  at  Asea 
Brown  Boveri,-  the  electrical  equip- 
ment manufacturer  that  is  often  de- 
scribed as  Swiss- based  but  is  more 
accurately  described  as  a  stateless 
multinational.  At  abb,  they  call  decen- 
tralization the  "30-30-30-10"  plan. 
One  of  the  executives  implementing 
the  model  was  Gregory  Buoncontri, 


former  chief  information  officer  fo 
the  company.  He  explains:  "Ten  per 
cent  are  put  into  a  regional  staff  head 
quarters;  30%  go  out  the  door;  30 
stay  in  a  regional  service  compan 
where  they  charge  for  their  services! 
and  30%  move  into  the  business  unitl 
themselves."  And  what  happened  txl 
Buoncontri?  "I  eliminated  my  owil 
position  and  am  now  looking  for  an] 
other  job." 

Headquarters  firings,  network  soft] 
ware,  contracting  out  of  white-colla 
work  and  telecommuting  are  all  dif 
ferent  aspects  of  the  same  phenome 
non.  "About  20%  of  people  workin 
at  home  in  1992  call  themselves  con 
tract  employees,"  says  Thoma 
Miller,  vice  president  of  home  offic 
research  at  the  New  York  telecom 
munications  consulting  firm  Link  Re 
sources.  "This  is  up  significantly  fron 
two  years  ago.  We're  in  the  midst  of 
sea  change  in  the  nature  of  the  cm 
ployer-employec  relationship — espe- 
cially in  the  professional  and  white 
collar  arena.  This  is  the  birth  or  th 
contingent  work  force." 

The  flattening  of  organizations  caj 
provide  for  serendipity  that  iniu.li 
never  have  happened  in  a  hierarchj 
organization.  Bradford  Power,  a  con 
sultant  for  esc  Index,  a  Cambridgj 
Mass.  firm  that  tells  corporations  h<>\ 
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(foj  :o  restructure,  jte lis  how  this  occurred 
st'of  it  Phillips  Petroleum,  which  reorga- 
ej  lized  after  being  threatened  with  a 
akeover  raid.  "A  lack  of  middle-man- 
igement  filters  and  the  coincidental 
!(■[!  nstallation  of  a  computerized  deci- 
sion support  system  [gave]  an  execu- 
1SCJ  dve  information  about  a  plant  being 
tlJ|  :aken  off-line  that  he  otherwise  would 
yjj  lot  have  received.  This  executive 
lCOj  uiew  that  a  big  order  was  coming 
nu  through  and  by  waiting  a  month  he 
^o  :ould  capture  several  million  dollars 
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John  Garden  of  Lex- 
ington, Ky.  doing 
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of  revenues   that   otherwise   would 
have  been  lost." 

The  large  corporation  has  been 
both  a  victim  and  a  willing  participant 
in  the  dismantling  of  urban  power 
centers.  Sears,  Roebuck  is  threatened 
by  the  less  hierarchical,  less  urban 
Wal-Mart;  for  its  own  part  Sears  is 
deserting  37  of  the  40  floors  it  occu- 
pies in  its  Chicago  tower,  effective 
Dec.  1,  and  sending  5,000  jobs  35 
miles  west  to  Hoffman  Estates,  a  bed- 
room  community  on   the   exurban 


fringe. 

Says  Christopher  Leinberger,  a  real 
estate  consultant  with  Robert  Charles 
Lesser  &  Co.:  "Geography  is  irrele- 
vant." Irrelevant  to  the  corporation, 
that  is,  but  very  relevant  to  the  em- 
ployees. Companies  move  their  of- 
fices out  to  the  suburbs  and  beyond  to 
accommodate  the  preferences  of  ei- 
ther their  current  employees  or  the 
kinds  of  employees  they  would  like  to 
hire  in  the  future.  Thus,  downtown 
Atlanta,  Dallas,  Baltimore,  Phoenix 
and  Chicago  are  now  shrinking,  Lein- 
berger says,  while  their  wealthier  sub- 
urbs expand.  A  big-city  bank  can  have 
a  national  credit  card  operation  wher- 
ever wages,  taxes,  and  usury  laws  are 
congenial;  thus  the  First  Chicago 
Corp.  card  business  in  Wilmington, 
Del.  Chicago's  Duff  &  Phelps  em- 
ploys 12  junk  bond  analysts  in  Mont- 
pelier,  Vt.  because  that's  where  they 
want  to  live. 

John  Garden  is  an  ophthalmologist 
in  Lexington,  Ky.  For  years  he  has 
been  examining  federal  prisoners  with 
eye  troubles  at  his  office.  This  costs 
the  Bureau  of  Prisons  the  services  of 
two  guards,  transportation,  and  the 
price  of  a  full  eye  exam — about  $220 
all  told.  Now  Garden  does  the  same 
thing  in  his  office  with  a  PC  linked  by 
modem  and  videocamera  to  an  exami- 
nation room  in  the  federal  penitentia- 
ry 5  miles  away  at  a  cost  of  $40. 

If  doctors  can  do  it,  sales  managers 
and  art  directors  and  environmental 
consultants  can  do  it — put  their  of- 
fices anywhere.  Lucasfilm  and  Dolby 
Laboratories  have  a  digital  sound  stu- 
dio link  that  allows  them  to  engineer 
recordings  over  digital  T-l  (high- 
capacity)  phone  links.  The  actor  can 
be  in  Bora  Bora,  the  producer  in  Los 
Angeles,  and  the  recording  done  in 
Marin  County.  The  ability  of  a  New 
York  City  fashion  designer  to  transmit 
specifications  for  a  new  line  of  cloth- 
ing by  fax  to  one  of  many  Asian 
manufacturers  has  accelerated  the 
drift  of  apparel  manufacturing 
abroad.  Levi  Strauss  &  Co.  is  going 
one  better:  It  connects  San  Francisco 
and  Singapore  with  videoconferenc- 
ing equipment. 

Motorola's  government  electron- 
ics group  in  Scottsdale,  Ariz,  has  built 
a  supplier  network  that  allows  the  firm 
to  pass  computerized  design  drawings 
directly  into  suppliers'  systems.  Once 
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a  bid  is  accepted  electronically,  the 
part  drawings  directly  drive  machine 
tools  and  generate  the  piece  at  the 
supplier  firm.  "And  here's  the  car- 
rot," says  Theo  Edward  Woods,  the 
group's  director  of  operations.  "We'll 
pay  them  electronically  immedi- 
ately, too." 

The  Integrated  Services  Digital 
Network  long  promised  by  the  tele- 
phone industry  is  finally  arriving 
(Forbes,  Oct.  12).  It  will  make  video- 
phone connections  very  affordable  re- 
placements for  corporate  face-to-face 
meetings.  Seven  years  ago  business 
videoconferencing  equipment  cost 
$250,000  at  each  end  and  ran  up 
$1,000  an  hour  in  connection 
charges.  Now,  cheaper  chips  and 
cleverer  compression  algorithms 
bring  these  costs  down  to  $40,000 
and  SI 5  per  hour. 


ney,  in  a  single  center  in  rural  Mor- 
well.  The  commission  put  350  new 
employees  from  the  economically  de- 
pressed Gippsland  region  into  a  run- 
down, vacant  clothing  factory.  Then 
it  installed  a  Kodak  document  imag- 
ing system  that  is  converting  125,000 
documents  a  day  to  digital  form.  Walk 
into  a  regional  securities  office  in 
Perth,  1,800  miles  away,  request  trie 
facsimile  of  a  document,  and  back  it 
comes  from  Morwell. 

All  manner  of  service -sector  com- 
panies are  becoming  "virtual  em- 
ployers" with  no  one  centralized 
home.  Where  is  Journal  Graphics? 
This  vendor  of  transcripts  of  televi- 
sion shows  has  Grant  Street,  Denver 
as  its  mailing  address.  But  the  compa- 
ny's guts  are  elsewhere,  in  employees' 
homes.  Shows  are  taped  on  personal 
vcrs,  transcripts  are  made  there,  and 


Harmon  Contract 
project  manager 
Scott  Kragness 
Keeping  in  touch 
with  Notes 
groupware. 


PC  Connection,  a  400-plus-em- 
ployee  computer  software  and  pe- 
ripherals mail-order  house,  makes  a 
home  in  the  southwestern  New 
Hampshire  hamlet  of  Marlow,  popu- 
lation 604.  Housed  in  an  old  mill  and 
a  restored  Victorian  country  inn  sepa- 
rated by  a  mill  pond  where  otters 
swim,  pc  Connection  is  able  to  guar- 
antee that  an  order  made  by  3  a.m. 
will  be  delivered  that  same  day  any- 
where in  the  country.  How?  A  leased 
T-l  phone  line  runs  from  Marlow  to 
Wilmington,  Ohio.  Wilmington  is  the 
site  of  Airborne  Express'  national  op- 
erational hub  and  a  computer  ware- 
house PC  Connection  leases  from  Air- 
borne Express. 

The  Australian  Securities  Commis- 
sion (the  equivalent  of  our  Securities 
&  Exchange  Commission)  consoli- 
dated its  eight  regional  document 
management  operations,  once  situat- 
ed in  cities  like  Melbourne  and  Syd- 
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the  material  is  directly  uploaded  to 
satellite  channels,  digital  FM  sideband 
networks  and  on-line  databanks  for 
access  by  subscribers  within  hours  of  a 
show's  original  transmission. 

For  some  companies,  the  future  is 
management  by  E-mail.  Borland  In- 
ternational, the  software  enterprise 
with  2,090  employees  worldwide,  av- 
erages 11,000  E-mail  messages  daily. 
The  next  stage  of  this  management 
evolution  is  a  new  technology  known 
as  groupware:  software,  typified  by 
Lotus  Notes,  that  coordinates  the 
collaboration  among  people  (see  re- 
lated column,  page  192).  Harmon 
Contract  W.S.A-,  a  Minneapolis 
building  facade  contractor,  uses  Lo- 
tus Notes  to  connect  50  field  execu- 
tives with  laptops  to  200  headquarters 
employees. 

"The  trend  in  corporations  to  re- 
duce overhead  will  drive  telecom- 
muting," says  Stewart  Personick,  as- 


sistant vice  president  of  information 
networking  research  at  Bellcore  in 
Morristown,  N.J.  "Soon  companies 
will  begin  to  question  expenses  once 
considered  sacred,  like  office  space, 
and  the  best  way  to  avoid  unnecessary 
office  space  is  to  have  your  workers  go 
home."  Explains  Franklin  Becker,  a! 
professor  at  Cornell's  facilities  man- 
agement program:  "Consultants, 
salesmen  and  auditors  typically  spend 
less  than  30%  of  their  time  in  the 
office — so  why  dedicate  big  blocks  of 
expensive  real  estate  to  them?" 

The  idea  has  produced  "hotel  offi- 
ces." Ernst  &  Young  and  Andersen 
Consulting  are  adopting  the  concept: 
Employees  book  space  in  a  set  of 
offices  and  stay  only  as  long  as  they 
need.  The  night  before  an  employee's 
arrival,  Ernst  &  Young  retrieves  per- 
sonal pictures  and  mementos  from 
private  lockers,  installs  them  in  the 
office,  and  adds  a  nameplate  on  the 
door.  Says  Laurie  Palmer,  San  Fran- 
cisco director  of  administration  for 
Andersen:  "These  guys  are  only  mak- 
ing money  when  they're  out  with  the 
client.  This  is  a  subde  way  to  make 
sure  they  do  that." 

"More  and  more  people  have  the 
ability  to  negotiate  with  their  compa- 
ny to  live  wherever  they  want  and 
define  their  relationship  to  the  organ- 
ization," says  Philip  Burgess,  presi- 
dent and  senior  fellow  of  the  Denver 
think  tank,  Center  for  the  New  West. 
"The  increasing  demand  for  highly 
talented  professionals  is  requiring 
corporations  to  cut  unconventional 
deals  that  will  become  more  and  more 
conventional  over  time."  Two  years 
ago  Dan  Anbar,  senior  director  of 
biostatisics  and  data  management  for 
Schering-Plough  Research  Institute, 
was  faced  with  a  dilemma.  "It  takes 
several  years  to  train  a  biostatistician 
in  the  clinical  details  of  our  pharma- 
ceuticals business,"  he  explained. 
"Then  one  of  our  senior  statisticians 
told  me  that  she  was  resigning  be-  j 
cause  she  couldn't  face  the  35 -mile  1 
commute  from  her  home  in  Prince- 
ton to  Kenilworth,  N.J."  So  Anbar  | 
equipped  her  with  an  IBM  computer,  a, 
printer,  a  modem  and  a  fax/copier, 
and  has  her  come  to  Kenilworth  only 
ten  days  a  month. 

As  the  jobs  disperse  to  the  corners 
of  the  earth,  the  biggest  losers  will  be 
the  tax  collectors  and  landlords  in  the 
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There  Are  Times  When  Faster 
[  Is  Decidedly  better. 

Which  is  precisely  why  our  new  EP  9720  Pro  Series  ventive  maintenance  via  a  direct  link  to  your  dealer's 
copier  was  created,  it  makes  quick  work  of  even  the  most  service  department.  Sure,  there  are  other  ways  to 
monstrous  copying  jobs.  First  off,  it  turns  out  a  rapid  71       make  copies.  But  if  speed  is  important,  we  suggest  you  call 


copies  per  minute,  even  with  legal-size  documents.  Plus  it's       1-800-9-MINOLTA 
as  efficient  as  it  is  fast.  With  standard  features  like  a  20-bin  Pronto 

stapler/sorter  that  produces  finished  sets  in  a  flash. 

And  a  unique  feeder  design  that  lets  you  copy  con- 
tinuous computer  forms  without  separating  them.  Not  to 
mention  Minolta's  remarkable  S.M.A.R.T.  system,  which 
automatically  reports  copy  counts  and  schedules  pre- 
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E-mailing 

Millions  of  electronic  mail  users 
20 


Faxing 


Millions  of  fax  machines 
50 


Telecommuting 

Millions  of  telecommuters 
9 


'90  '91 


Sources:  Electronic  Mail  Association;  Electronic  Mail  & 
Micro  Systems  Newsletter 
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Note:  1992-95  data  are  estimates. 
Source:  American  Facsimile  Association 
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Who  needs  the  big  city? 

Company/headquarters 

Headquarters  1992  revenues1 
employees           ($mil) 

Wal-Mart  Stores/Bentonville,  Ark 

5,000 

$55.3 

Boise  Cascade/Boise,  Idaho 

975 

3.7 

Tyco  Laboratories/Exeter,  NH 

35 

3.12 

Morrison  Knudsen/Boise,  Idaho 

900 

2.1 

Storage  Technology/Louisville,  Colo 

4,000 

1.6 

tntergraph/Huntsville,  Ala 

5,300 

1.2 

Novell/Provo,  Utah 

1,400 

0.9 

Cabletron  Systems/Rochester,  NH 

1,500 

0.4 

T2  Medical/Alpharetta,  Ga 

50 

0.2 

'Fiscal  year  estimate  from  Value  Line. 

2Actual. 

old  centers  of  employment.  In  the 
past  30  years,  New  York  City's  popu- 
lation has  remained  about  the  same 
while  the  number  of  full-time,  pri- 
vate-sector jobs  in  the  city  has  fallen 
by  19%.  On  that  dwindling  popula- 
tion of  workers  lies  the  economic 
burden  of  paying  government  em- 
ployees, maintaining  the  infrastruc- 
ture and  supporting  a  growing  case- 
load of  welfare  families.  The  trend, 
morever,  has  been  obscured  by  move- 
ment of  women  into  the  workplace; 
the  number  of  men  employed  in  New 
York  City  has  fallen  by  nearly  a  third 
since  1960.  At  some  point,  when  the 
absorption  of  women  workers  is  com- 
plete, the  city  will  be  waging  an  ever 
more  desperate  battle  to  hold  on  to 
workers  whose  flight  is  made  ever 
easier  by  technology. 

The  winners  in  the  telemigration 
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These  Forbes 
500  firms  don't 
have  headquar- 
ters in  big-compa- 
ny towns  like 
New  York  and  Chi- 
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have  not  suffered 
for  it.  Exurban 
management  gets 
more  plausible 
every  day,  as  E- 
mail,  faxes  and 
other  telecommut- 
ing equipment 
become  more 
prevalent. 


will,  of  course,  include  states  with  the 
smaller  tax  burdens  and  owners  of 
property  in  fringe  suburbs  and  scenic 
rural  areas.  The  other  winners  will  be 
the  suppliers  of  the  migration  paths: 
E-mail  providers  like  MCI;  vendors  of 
telecommuting  software  like  Lotus 
and  Microsoft;  developers  of  video- 
conferencing and  data  compression 
systems  like  PictureTel  and  Compres- 
sion Labs;  manufacturers  of  home- 
office  electronic  equipment  like  Dell, 
Matsushita  and  Hewlett  Packard; 
and  delivery  firms  like  ups  and  Federal 
Express. 

A  new  generation  of  entrepreneurs 
is  arising  to  supply  the  virtual  employ- 
er. Unifi  Communications  Corp.,  a 
small  Billerica,  Mass.  company,  sells  a 
system  that  automatically  routes  in- 
coming calls  to  a  customer  service  line 
to  multiple  locations,  allowing  com- 
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Note:  1992-95  data  are  estimates. 
Source:  Link  Resources  Corp. 

panies  to  staff  their  800  numbers  with 
operators  in  different  places  or  time 
zones.  For  instance,  if  you  call  an 
appliance  service  center  in  Sacramen- 
to, Calif,  to  ask  when  your  washer/ 
dryer  will  be  delivered,  a  part-time 
worker  in  Salt  Lake  City,  working  the 
swing  shift  from  her  living  room  while 
the  kids  are  at  school,  may  pick  up  the 
phone.  And  she  can  pull  up  your 
record  on  her  terminal  and  tell  you 
the  time  it  was  placed  on  the  truck 
200  miles  away  and  when  the  estimat- 
ed time  of  delivery  will  be. 

A  startup  in  Los  Banos,  Calif,  called 
National  Telecenters  is  building  a  for- 
profit  telecommuting  center  in  this 
central  California  town  80  miles 
southeast  of  Silicon  Valley.  "We're 
leasing  space  to  a  number  of  the 
biggest  companies  in  the  high-tech 
community,"  says  Anthony  White 
hurst,  one  of  the  firm's  founders. 

Another  firm  in  California  has  al 
ready  updated  the  office  suite  busi 
ness  for  the  high-tech  age  by  partner- 
ing with  real  estate  developers  saddled 
with  unleasable  space.  Office  Tech- 
nology Group  of  Richmond,  Calif 
has  opened  a  string  of  office  suites  in 
southern  California.  Each  includes  a 
sophisticated  office  phone  system  that 
can  patch  users  into  their  home  of 
fices,  or  anywhere  else.  "We  had  an 
attorney  who  used  us  while  he  worked 
from  his  home  on  Catalina  Island," 
says  Frank  Cottle,  Office  Technolo- 
gy's executive  vice  president  and  eo 
founder.  "None  of  his  clients  knew 
that  he  was  30  miles  away  on  his 
deck."  H 
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-low  does  a  little  company  like  Viewlogic  Systems 
make  it  in  the  big  world  of  chip  design  software? 
n  part,  by  selling  to  other  little  companies. 

The  coffeemaker 


ty  David  C.  Churbuck 


[n  founding  the  design  software 
irm  Viewlogic  Systems  eight  years 
igo,  Alain  Hanover  left  a  comfort  - 
ible  job  with  a  prosperous  employer, 
Digital  Equipment  Corp.  He  took 
another  chance  in  staking  his  fledg- 
ing firm  on  the  proposition  that  the 
world  was  moving  away  from  propri- 
etary systems  of  the  sort  Digital  sold 
md  toward  "open"  systems  with 
portable  software. 

Call  it  insight  or  call  it  luck,  but 
Hanover,  now  44,  was  very  right  on 
two  counts.  He's  well  out  of  Digital, 
which  has  since  sunk  into  a  morass  of 
layoffs  and  losses.  And  he  turned  out 
to  be  right  about  open  systems. 

Hanover  and  four  cofounders,  also 
former  Digital  Equipment  employ- 
ees, bet  that  the  ordinary  IBM  personal 
computer  could  be  used  to  design 
integrated  circuits.  That  would  put 
chip  design  software  within  range  of 
small  customers  who  couldn't  afford 
the  dedicated  proprietary  worksta- 
tions then  sold  by  the  established 
vendors  of  chip  design  systems. 

Computer-aided  circuit  design  is 
not  a  new  idea.  Chip  companies  have 
used  computers  to  design  and  test 
semiconductors  since  the  late  1960s. 
Companies  such  as  Cadence  Design 
Systems  and  Mentor  Graphics  now 
dominate  the  chip  design  market, 
with  33%  and  23%,  respectively,  of  the 
$1  billion  market,  according  to  Gisela 
Wilson,  research  manager  at  market 
researcher  International  Data  Corp. 
But  Viewlogic,  with  4%,  is  gaining 
ground  quickly. 

Rather  than  aim  at  the  high  end  of 
me  market,  where  the  prime  custom- 
ers are  big  chipmakers  such  as  Intel 
and  National  Semiconductor,  View- 
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Viewlogic  Chairman  Alain  Hanover 
Big  software  on  little  platforms. 


logic  sought  business  among  manu- 
facturers of  personal  computers, 
automotive  electronic  components, 
and  a  wide  range  of  other  products 
witfi  integrated  circuits  inside,  from 
coffeemakers  to  satellites. 

The  strategy  has  paid  off  for  the 
Marlboro,  Mass. -based  Viewlogic, 
which  went  public  last  December.  It 
reported  earnings  of  $1.7  million,  or 
14  cents  a  share,  on  sales  of  $14 
million  for  the  September  quarter. 

In  the  early  days,  the  computer- 
aided  design  systems  competed  with 
what  Hanover  calls  a  "graphite  design 
tool."  A  pencil,  that  is.  An  electrical 
engineer  would  sketch  out  a  schemat- 
ic of  a  circuit.  Then,  the  only  way  to 
see  if  it  would  work  was  to  build  a 
crude  hard-wired  prototype  known  as 
a  breadboard.  An  oscilloscope  would 
be  used  to  test  the  breadboard,  and,  if 
the  designer  was  satisfied,  he  would 
then  pass  the  paper  schematic  on  to  a 
team  of  draftsmen  who  turned  it  into 
photographic  masks  used  to  etch  pat- 
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terns  onto  conductive  wafers. 

Today  the  chip  engineers  simply 
couldn't  work  without  automation. 
Intel's  80286  microprocessor,  intro- 
duced in  1982,  contained  134,000 
transistors  and  was  the  last  from  Intel 
designed  without  extensive  use  of 
computers.  "It  had  a  tremendous 
number  of  bugs,  which  required  sev- 
eral iterations  and  a  year  and  a  half  of 
testing  before  it  was  clean  and  operat- 
ing correctly,"  says  an  Intel  spokes- 
man. Contrast  Intel's  80486,  intro- 
duced in  1989  and  containing  1.2 
million  transistors.  It  was  all  but  bug- 
free  from  the  first  shipment. 

Where  the  first  design  programs 
were  merely  drafting  tools  that  re- 
placed pencils  and  rulers,  modern 
systems  offer  exhaustive  testing  and 
simulation  routines,  so  in  effect  a 
computer  is  used  to  model  the  per- 
formance of  a  microprocessor  that 
has  not  yet  been  built. 

Getting  the  bugs  out  makes  a  big 
difference  to  the  design  of  specialized 
chips  that  go  into  motors,  appliances 
or  cardiac  pacemakers.  Producers  of 
such  chips  cannot  rely  on  massive 
volumes  to  amortize  their  manufac- 
turing costs;  they  have  to  get  it  right 
the  first  time. 

Having  built  a  base  of  customers 
using  mere  PCs,  Viewlogic  is  now 
reaching  up  to  the  higher-powered 
workstation  market  with  a  Unix  ver- 
sion of  its  Workview  software  called 
Powerview.  Now,  for  the  first  time, 
Viewlogic  is  competing  head-on 
against  established  market  leaders  Ca- 
dence and  Mentor.  Hanover's  selling 
pitch  here:  Your  new  high-powered 
Unix  system  can  share  data  with  the 
PC  version  you  started  with.  This  ap- 
peals to  customers  with  a  mix  of  tech- 
nical workstations  and  personal  com- 
puters. So  far,  neither  Mentor  nor 
Cadence  has  a  personal  computer  ver- 
sion of  its  software. 

Viewlogic's  strategy  is  similar  to 
that  of  Parametric  Technology  Corp. 
(Forbes,  Nov.  25,  1991),  a  software 
company  that  swept  into  the  market 
for  computer-aided  mechanical  de- 
sign by  introducing  an  open  alterna- 
tive to  proprietary  systems  that  cost 
five  to  ten  times  as  much. 

Hanover  didn't  invent  open  sys- 
tems or  low-end  marketing.  He  just 
had  the  sense  or  good  luck  to  grab 
these  ideas  at  the  right  time.  m 
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Workflow 


COMMENTARY  BY  ESTHER  DYSON 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


You've  met  groupware;  now  meet 
workflow.  A  new  kind  of  software  is  all 
the  rage,  pushed  by  a  host  of  an- 
nouncements at  the  NetWorld  trade 
show  in  October.  Ostensibly,  the  ba- 
sic reason  for  workflow  is  to  automate 
routine  work — tasks  such  as  loan  ap- 
plications, customer  support  and  so 
forth.  Workflow  controls  the  flow  of 
electronic  work,  over  a  network,  from 
person  to  person  within  an  organiza- 
tion or  even  between  organizations. 
It  can  automatically  route  forms,  send 
items  around  for  approval,  or  collect 
sales  reports  from  procrastinating 
salespeople. 

That's  the  accepted  wisdom  about 
workflow.  But  in  fact  we've  been 
automating  routine  processes  for 
some  time;  that's  what  office  comput- 
ing, in  its  simplest  form,  is  all  about. 
The  real  promise  of  workflow  sys- 
tems— and  the  tools  to  build  them — 
is  something  more  than  automation. 
It's  flexibility. 

What  really  happens  is  that  you 
automate  some  process,  and  then  you 
discover  why  the  automatic  proce- 
dures don't  always  work  as  intended. 
Once  upon  a  time,  you  would  be 
stuck  with  the  system  you  ordered. 
But  with  a  workflow  tool  you  can  in 
principle  define  the  exceptions  or  de- 
sired changes  in  the  routine,  figure 
out  how  to  express  them  and  make 
them  routine  and  automate  them,  and 
so  on  ad  infinitum. 

That  is,  the  real  reason  for  work- 
flow tools  is  not  to  handle  the  routine, 
but  to  be  able  to  define  and  handle 
exceptions  reliably.  The  thousands  of 
routine  loan  applications  are  easy;  the 


trick  is  to  handle  the  unusual  ones 
without  dropping  the  ball.  The  99 
operations  that  go  smoothly  can  be 
handled  with  rigid  mainframe-style 
systems,  but  it  takes  a  good  workflow 
tool  to  model  the  myriad  of  ways  the 
hundredth  operation  can  go  astray — 
and  how  to  rescue  it. 

Thus,  aside  from  power  and  the 
ability  to  handle  sheer  volume,  the 
mark  of  a  good  workflow  system  is 
flexibility — both  in  design  and  in  op- 
eration. It  should  be  easy  for  users 
both  to  build  a  workflow  system  with 
defined  ways  to  handle  exceptions, 
and  to  change  the  workflow  in  re- 
sponse to  changing  conditions — that 
is,  exceptional  conditions  that  be- 
come permanent.  In  a  service-orient- 
ed world  that  is  moving  ever  faster,  a 
company  that  can  change  its  processes 
as  well  as  its  products  has  a  powerful 
competitive  advantage. 

In  action,  a  workflow  software 
package  is  invisible;  it  sits  in  the  back- 
ground and  controls  the  flow  of  work. 
Thus  it  looks  like  the  spreadsheet  your 
boss  is  asking  you  to  fill  in,  or  the 
extravagant  expense  report  you're  be- 
ing asked  to  approve,  the  candidate 
assessment  form  for  the  new  pilot  or 
the  field  reports  you  get  every  week 
from  your  sales  team. 

In  its  interactive  form,  where  you 
design  or  modify  a  workflow,  the 
software  may  look  like  a  form  with  a 
list  of  potential  addressees,  a  flow- 
chart with  boxes  and  arrows  you  can 
move  around  to  design  a  path  for  the 
work  or  a  menu  with  choices  to  build 
rules:  "If  amount  is  greater  than 
$2,000,  then  route  to  Juan  for  ap- 
proval; else,  route  to  accounting." 

So  get  set  for  a  battle  royal  between 
Lotus  Development  Corp.  and  Mi- 
crosoft, with  Borland  entering  from 
the  sidelines  next  year.  Lotus,  of 
course,  is  the  leader  in  information- 
sharing  groupware  with  its  Notes  sys- 
tem, which  allows  users  to  swap 
memos,  circulate  revisions  to  docu- 
ments and  share  anything  from  re- 
sumes to  quality  reports  or  photos  of 
new  employees.  Notes  gives  Lotus  an 
edge  in  workflow,  since  both  are  net- 
work-based    applications.     Starting 


next  year,  Lotus  will  be  selling  a  news 
workflow  tool,  licensed  from  Action 
Technologies  of  Emeryville,  Calif.,  as 
an  add-on  to  Notes. 

Meanwhile,  Microsoft  is  the  leader 
in  almost  everything  else.  It  sees  no 
reason  why  it  shouldn't  be  the  leader 
in  workflow,  too.  It  has  most  of  the 
necessary  system  underpinnings,  even 
though  it  doesn't  have  Notes  to  give  it 
legitimacy  in  the  networked  applica- 
tions market.  Nor  does  it  really  have 
the  proper  tools  yet:  As  I  suggested, 
we've  always  had  the  ability  to  build 
workflow  if  we  really  wanted.  What's 
new  is  the  tools  to  do  so  easily,  so  it's 
possible  to  respond  flexibly  and  han- 
dle new  situations.  Microsoft,  so  to 
speak,  has  bricks  and  mortar;  Lotus 
has  prefab  rooms  and  blueprints. 

Over  the  next  few  months,  Lotus 
will  be  doing  what  it  can  to  sign  on 
systems  integrators — people  who 
know  how  to  turn  prefab  rooms  into 
inhabitable  houses. 

Meanwhile,  Microsoft  will  be  hon- 
ing its  one-stop-shopping  appeal,  and 
trying  to  position  the  Lotus  solution 
as  nonstandard  and  risky. 

What  does  it  all  mean  for  users? 

Basically,  Lotus  and  Microsoft  will 
be  competing  hard  to  lead  the  market 
into  a  new  phase,  where  computers 
are  used  as  communication  and  coor- 
dination tools  instead  of  just  as  com- 
puting devices. 

Think  of  the  software  video  of  the 
1980s:  Five  yuppies  sit  around  a  table. 
One  says,  "What  if  we  changed  this 
figure  here.  .  .  ."  The  graph  on  the 
screen  magically  redraws  itself 

The  video  of  the  1990s?  You  sec  I 
group  of  young  executive  faces,  exhib- 
iting politically  correct  diversity, 
around  a  table.  The  gang  is  discussing 
a  merger.  "Now  that  we've  acquire^ 
SoftBusters,  we  have  to  link  them  into 
our  customer-support  process.  When 
the  message  comes  in,  it  should  go  to 
support  first,  and  then  to  the  SoftBust- 
ers marketing  team.  .  .  ."  The  flow- 
chart magically  redraws  itself.  And  of 
course  the  workflow  code  is  automati- 
cally  updated.  Now  SoftBusters  will 
automatically  get  electronic  mail  even 
time  a  customer  complains,  and  its 
marketing  team  can  use  the  feedback 
in  designing  new  customer  support 
programs — or  new  products. 

Workflow  could  actually  make  a 
difference.  ■ 
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The  HP  DeskJet  Portable. 


$ 


599. 


Hewlett-Packard  presents  the  DeskJet 
for  the  jet  set.  The  new  HP  DeskJet 
Portable  printer  lets  you  create  great- 
looking  documents  anywhere  you  go. 

It's  small  enough  to  fit  in  a  briefcase 
and  weighs  only  4.4  pounds.  But  the 
DeskJet  Portable  prints  high-quality 
300  dpi  black  and  white  text  and 
graphics  on  plain  paper,  transparencies 
or  labels. 

It's  everything  you  expect  from  your 
office  printer  in  a  portable  package. 
Compatibility  with  most  major  software. 
A  fast  print  speed  of  up  to  three  pages 
per  minute.  A  wide  variety  of  typefaces, 
sizes  and  styles.  And  Hewlett-Packard 
inkjet  technology,  so  you  don't  have  to 
sacrifice  print  quality  for  portability. 

The  DeskJet  Portable  is  built  tough  to 
take  more  than  the  usual  amount  of 
jostling.  And,  to  make  it  even  more 
versatile,  an  optional  rechargeable 
battery  is  available,  along  with  a  World- 
wide Rapid  Recharger,  a  50-page  cut- 
sheet  feeder  and  a  handy  carrying  case. 

To  top  it  off,  the  DeskJet  Portable  has 
a  price  tag  befitting  its  small  size.  Just 
$599*  Who  says  you  can't  take  it  with 
you?  Call  1-800-552-8500,  Ext.  7108,t 
for  the  name  of  the  authorized  HP 
dealer  nearest  you.  To  receive  informa- 
tion by  fax  call  1-800-333-1917,  choose 
HP  FIRST,  document  #9606. 


DeskJet  Printers 
Make  it  happen. 


6  1992  Hewlett  ftcfcutfCompanj  PE12215 

'Suggested  U.S  lis)  price.  Optional  cut  -heel  feeder  not  included 
tin  Canada  call  l-8(X)-387-38»i7,  Kxt.7108 
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SCIENCE  a  TECHNOLOGY 


Medical  budget 
fantasies 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Galileo's  Revenge: 
Junk  Science  in  the  Courtroom  (Basic  Books). 


They  call  it  liposuction.  The  surgi- 
cal vacuum  cleaner  goes  in,  the  fat 
comes  out.  The  before-and-after  pic- 
tures are  astonishing.  Down  the  hall, 
the  hot  health  care  fad  is  the  "global 
budget,"  whereby  the  government 
will  pay  all  medical  bills,  cap  total 
spending  and  make  sure  that  everyone 
gets  looked  after  the  same.  Our  obese 
health  care  system,  it  is  said,  will  soon 
be  young  and  trim  again. 

The  global-budget  weight-loss 
program  relies  on  demand-side  man- 
agement of  medical  costs.  The  sole 
consumer  of  medical  services — the 
government,  that  is — just  won't  pay 
as  much  as  individuals  or  private  in- 
surers now  do.  And  the  consumer — 
that's  the  government  again — just 
won't  buy  some  kinds  of  services  at 
all.  Oregon's  ambitious  proposal  to 
reform  its  Medicaid  program  provides 
a  preview.  The  plan  ranks  709  medical 
conditions  and  treatments  in  terms  of 
their  costs  and  benefits,  and  pays  only 
for  the  top  587  conditions.  A  19- 
ounce  premature  baby  would  get  ex- 
tensive life  support  services,  but  a  17- 
ounce  preemie  wouldn't. 

Is  anything  wrong  with  this?  The 
feds  rejected  Oregon's  plan  on  the 
ground  that  it  discriminates  against 
some  kinds  of  disabilities,  but  that  is 
hardly  a  compelling  objection.  Every 
purchasing  decision  involves  dis- 
crimination of  some  kind,  and  if  bills 
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are  going  to  be  paid  wholesale,  then 
the  discrimination  is  bound  to  be 
equally  sweeping.  Call  it  lipophobia  if 
you  like,  call  it  discrimination  against 
the  calorically  challenged — but  when 
the  global  budget  arrives,  the  U.S. 
Treasury  just  isn't  going  to  be  paying 
for  liposuction. 

Equally  evident  is  that  the  lipoplas- 
tic  surgeons  are  going  to  prosper  re- 
gardless, as  they  already  do  without 
any  insurance  reimbursement  at  all. 
Lipoplasty  may  seem  frivolous,  but  it 
illustrates  a  fundamental  point.  A 
steadily  growing  fraction  of  our  medi- 
cal spending  involves  essentially  elec- 
tive procedures.  And  that,  in  an  over- 
simplified way,  is  why  talk  of  a  global 
medical  budget  is  just  so  much  high- 
cholesterol  baloney. 

To  begin  with,  we  are  spending 
more  and  more  souping  up  the  hu- 
man machine  to  perform  beyond  (or, 
in  any  event,  differently  from)  original 
specifications.  Steroids,  vaccines, 
contraceptives,  eyeglasses,  gene  ther- 
apy, growth  hormones,  breast  im- 
plants, hair  removal,  nose  jobs  and 
surgery  to  correct  congenitally  cleft 
palates  are  all  human  equivalents  of 
stock  car  racing.  The  whole  point  is 
not  to  fix  what  got  broken,  but  to 
improve  the  performance  of  what 
came  off  the  dealer's  lot.  You  may 
approve  of  childhood  vaccines,  say, 
and  disdain  breast  implants,  but  that's 
beside  the  point.  There's  market  de- 
mand for  both,  and  money  will  be 
spent  on  both  whether  some  global- 
budget  clinocrat  likes  them  or  not. 

The  same  is  true  at  the  other  end 
of  the  spectrum,  when  it  comes  to 
repairing  what  used  to  be  irrepara- 
ble. Medical  grease  jockeys  already 
supply  us  with  metal  knees,  porce- 
lain teeth,  plastic  eye  lenses,  synthet- 
ic hormones,  hair  transplants,  kid- 
ney transplants  and  artificial  heart 
valves.  Every  year  there  is  going  to 
be  more  supply  of  this  sort  of  thing, 
and  more  demand,  so  long  as  any 


vestiges  of  a  free  market  survive. 

To  be  sure,  government  can  defin 
some  minimum  cluster  of  health  can 
services — a  bestselling  587,  say — t 
which  even  the  indigent  will  be  give 
access.  But  the  idea  that  total  spend 
ing  can  somehow  be  capped,  or  tha 
truly  equal  treatment  will  ever  b 
delivered  to  rich  and  poor  alike,  i 
fantasy.  The  government  may  sta 
with  a  very  generous  baseline  mini 
mum  in  1993 — a  top  709,  say — bu 
wherever  the  starting  line,  technolo 
will  march  forward  from  there.  Befon 
long,  as  has  happened  in  every  coun 
try  that  has  tried  such  schemes,  one  o 
two  things  will  occur.  Either  the  no 
tion  of  a  prescribed  global  budget  will 
be  jettisoned,  and  government  will 
increase  spending  at  whatever  rate 
technological  advance   dictates.   O 
citizens  will  gradually  spend  more  and 
more  out  of  their  own  pockets  for 
heart  transplants,  cataract  surgery  and 
other  lifesaving  therapies,  useful  fixes 
or  medical  frivolities  that  bureaucrats 
choose  not  to  fund.  Either  way,  the 
global  budget  disappears. 

Of  course,  private  insurers  encoun- 
ter somewhat  similar  problems 
typical  private  insurance  policy  con-j 
tains  pages  of  fine  print  explaining 
why  a  nose  job  is  different  from  cleft 
palate  surgery,  at  least  if  you're  a 
woman  heading  for  Hollywood  rath- 
er than  a  hockey  player  bloodied  on 
the  job  as  defined  under  section  W, 
subpart  G- 1.1 7.  .  .  you  know  the  rou- 
tine. But  the  one  big  advantage  is  that 
when  private  insurers  compose  that, 
sort  of  prose,  they  always  have  to  *v 
watch  out  for  what  the  competition  is  jg| 
offering.  The  people  who  draw  the 
endlessly  shifting  lines  between  what 
can  be  collectivized  efficiently  and 
what  can't  are  at  least  subject  to  some 
steady  market  discipline.  And  no  time  ^ 
at  all  is  wasted  daydreaming  about 
global  budgets. 

An  uninsured  English  monarch, 
who  found  his  health  threatened  by  a 
battle-ax  once  offered  his  entire  king 
dom  for  a  horse.  As  we  age  and  sicken,, 
most  of  us  will  harbor  spendthrift 
thoughts  of  that  kind  sooner  or  laterJ 
and  if  we  are  left  with  any  shred  o{  | 
freedom,  we're  going  to  act  on  them 
in  varying  degrees.  The  idea  that  the 
government  of  a  free  people  can  eflfed 
tively  cap  what  we  collectively  spend 
pursuing  lift  itself  is  pure  lard.        ■ 

Forbes  ■  November 23,  1991 


Ml 


ve. 


lefol 

COM 

mc  o 
;e  ncrt 
:twl 

t  ttlj 

■  rati 


he  challenge: 

0  STEER  CLEAR  OF  THOUSANDS 
>F  NAVIGATIONAL  HAZARDS 
N  OUR  COASTAL  WATERS. 


t  aytheon  has  been  helping  keep 
oaters  out  of  harm's  way  since  we 
ioneered  the  first  marine  radar. 

am 
aytheon  also  developed  the  first  sonar,  the  first  depth- 

xinding  equipment  and  the  first  easy-to-read  radar  display 

ewable  in  full  daylight. 

ow  Autohelm,  one  of  our  newest  subsidiaries,  meets  the 
lallenge  of  simplifying  navigation  with  its  revolutionary 
eaTalk™  system. 

eaTalk  introduced  the  era  of  information  sharing  between 
nboard  electronic  instruments.  Every  SeaTalk  unit- whether 
s  a  chart  plotter,  depth  finder,  compass  or  autopilot-  is 
=iked  together.  This  allows  data  to  be  shared,  combined, 
alculated  and  displayed  instantly  just  by  pressing  a  button. 


;cn 


SeaTalk  is  a  good  example  of  how  Raytheon,  a  leader  in 
marine  electronics  for  40  years,  puts  advanced  technology 
to  work  to  make  life  simpler,  easier  and  safer  for  boaters 
around  the  world. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon  a  leader  in 
marine  electronics  is  also  the  driving  force  behind  our  proven 
performance  in  defense,  energy  and  environmental  services, 
electronics,  aviation  and  appliances. 

We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 
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EDITED  BY  WILLIAM  G.  FLANAGAN 


For  a  real  vacation,  leave  the  little  darlings  at  home. 
But  if  that  isn't  an  option,  here  are  some  useful  tips. 

Surviving  the 
family  vacation 


By  Dyan  Machan 

Until  recently,  I  would  have  pre- 
ferred sharing  a  cell  with  Leona 
Helmsley  to  the  thought  of  another 
vacation  complete  with  children. 
However,  I  am  learning  from  my  own 
brutal  personal  experiences,  and  the 
experiences  of  other  parents  my 
spouse  and  I  know,  that  pleasurable 
vacations  and  kids  are  not  necessarily 


mutually  exclusive. 

The  biggest  challenge,  of  course,  is 
traveling  with  young  children.  As  the 
mother  of  2-year-old  twin  boys,  I 
have  some  experience  with  this. 

The  next-biggest  challenge  is  trav- 
eling with  teenagers.  I  have  some 
experience  with  this,  too,  as  the  step- 
mother of  a  15-vear-old. 


First,  preschoolers.  Look  for 
basics:  short  flights  and  well-run  chil 
care  programs. 

We  recently  spent  six  days  at  thl 
Sandpiper,  in  Port  St.  Lucie,  Fla.  Thf 
is  one  of  the  six  Club  Med  "famill 
villages"  that  are  marketed  to  adult 
with  children.  We  gladly  tolerate^ 
mediocre  food,  dumb  evening  enter 
tainment,  a  militaristic  activity  schec 
ule  and  a  bus  ride  to  the  beach  it 
exchange  for  the  Sandpiper's  chil 
dren's    program.    It    was    fantastic 
Sandpiper  accepts  children  as  youn^ 
as  16  weeks  old,  and  will  keep  thcr 
from  9  a.m.  through  11  p.m.,  if  yo^ 
want.  Thus,  we  would  join  our  younj 
sons  for  their  morning  food-throwinj 
(breakfast),   then    leave    them    witr| 
their  play  group  until  the  afternoon! 
Then  we  would  send  them  back  in  thj 
evening  for  a  few  hours,  so  we  couk 
have  a  peaceful  dinner. 

Another  good  place  for  hedonist:^ 
with  little  ones  is  Franklvn  'D'  Resort 


Two-year-olds  Lewis  and  Kyle  Berns  (standing  at  far  left)  with  their  play  group  at  Club  Med  in  Port  St.  Lucie,  Fla. 
The  child  care  was  well  worth  the  mediocre  food,  dumb  entertainment  and  bus  ride  to  the  beach. 
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nloe  Pinkerton,  6,  and  friend  at  the  Polynesian  Village 

taying  at  an  on-site  hotel  at  Disney  World  has  its  advantages. 


FDR,  in  Runaway  Bay,  Jamaica. 
This  resort  assigns  nannies,  called  Gal 
ridays,  to  each  family.  One  Manhat- 
n  couple  we  know  went  there  last 
ring  with  their  three  children,  ages 
5  and  7.  When  the  kids  all  started 
nning  off  in  different  di- 
ctions and  one  caught  the 
hicken  pox,  the  resort  as- 
gned  extra  Gal  Fridays — 
ee  of  charge. 
Other  parents  we  con- 
acted    say    good    things 
bout  the  kids'  program  at 

he  Sapphire  Beach  Resort 

k  Marina,  in  St.  Thomas. 

Dn  the  cruise  scene,  the  Big 

Red  Boat,  operated  by  Pre- 

nier  Cruise  Lines,  in  Port 

Canaveral,  Fla.,  gets  good 

reviews    for    its    full-time 

:hild  care  and  for  its  family 

activities. 
As  for  skiing,  Vail  Beaver 

Creek  Resort,  in  Colorado, 

and  Smugglers'  Notch,  in 

Jeffersonville,     Vt.,     both 

start  kids  skiing,  or  some 

version  of  it,   at  age  2V2 

and  2,  respectively — earlier 

than  most  resor.ts. 
When      your      children 

reach  school  age,  the  travel 

options  blossom.  There  are 

even     organizations     that 
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specialize  in  taking  families  to  the  far 
ends  of  the  globe.  Journeys,  of  Ann 
Arbor,  Mich.,  for  example,  will  direct 
families  through  the  traditional  inns 
of  Japan  and  through  the  parks  and 
reserves  of  Tanzania.  Another  tour 


Charles  Osterberg,  9,  gets  taken  for  a  ride  in  Nepal 
Picking  destinations  where  kids  can  learn  a  lot 


operator,  Rascals  in  Paradise,  of  San 
Francisco,  will  escort  families  on  div- 
ing and  land  tours  to  the  South  Pacific 
and  Asia.  For  more  ideas,  there's  an 
excellent  newsletter  called  Family 
Travel  Times  (212-206-0688),  pub- 
lished ten  times  a  year  by  Dorothy 
Jordon,  a  mother  of  two.  The  $35 
annual  subscription  cost  also  entitles 
you  to  call  Jordon  for  specific  tips. 

Travel  often  pays  off  educationally 
for  your  children,  of  course.  For  in- 
stance, Charles  Osterberg,  9,  can  say 
"hot  chocolate"  in  several  languages, 
speak  knowingly  of  the  endangered 
woolly  monkey  and  show  you  a  skull 
from  a  piranha  he  caught  and  ate 
himself.  While  his  father  usually  pre- 
fers to  stay  home  when  the  family's 
camping  out,  Charles  and  his  mother, 
Susan  Snider  Osterberg,  an  adjunct 
communications  professor  at  the 
University  of  Houston,  have  skied  in 
South  America  and  Europe,  mushed 
dogs  in  the  subarctic,  trekked 
through  Africa  and  Nepal  and  most 
recently  camped  in  an  Ecuadorean 
rain  forest. 

Karen  Horn,  chairman  and  chief 
executive  officer  of  Bank  One,  in 
Cleveland,  uses  her  son  Hartley's 
school  studies  as  inspiration.  Before 
he  entered  third  grade 
Hartley,  now  10,  took  a 
driving  trip  through  Indian 
reservations  in  Arizona  and 
New  Mexico  with  his  fa- 
ther, John.  When  Hartley 
was  studying  ancient  Egypt 
in  third  grade,  the  Horns 
packed  up  and  went  to  Cai- 
ro. "He's  as  much  of  a  tour 
guide  as  we  are,"  says 
Horn.  "He  loves  it  because 
he's  an  equal."  The  next 
two  summers,  the  Horns 
are  planning  trips  to  go 
whale  watching  off  the 
coast  of  Massachusetts,  and 
sightseeing  in  Athens  to  co- 
incide with  Hartley's  stud- 
ies of  New  England  and 
ancient  Greece. 

Okay,  your  kids  still  insist 
on  Disney  World,  the  most 
popular  travel  destination 
in  the  U.S.  Kim  Wright  Wi- 
ley's Walt  Disney  World 
With  Kids  ($8.95,  Prima 
Publishing)  is  an  excellent, 
practical  source  of  informa- 
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turn  on  everything  from  rating  the 
most  kid-pleasing  rides  to  the  best 
places  to  eat.  Mouse-land  basics:  Stay- 
ing on-site  at  one  of  the  Disney  hotels 
is  costly  (up  to  $275  a  night  at  the 
Grand  Floridian)  but  worth  it — espe- 
cially if  you're  on  the  monorail  line 
that  takes  you  directly  to  the  Magic 
Kingdom.  Another  big  plus:  On  cer- 
tain days  of  the  week,  on-site  hotel 
guests  are  allowed  into  the  park  an 
hour  earlier  than  the  rest  of  the 
hordes.  There's  also  the  chance  to 
have  breakfast  with  Minnie  at  the 
Polynesian  Village  Resort,  another  of 
the  on-site  hotels.  Minnie  and  other 
assorted  characters  show  up  at  your 
table  for  autographs  and  photo-ops. 
The  kids  love  it. 

All  right.  Now  comes  the  hard 
part — when  your  adventurous,  free- 
spirited  children  transmogrify  into 
complaining,  self- involved  adoles- 
cents. How  do  you  vacation  with 
them  then?  I  personally  advocate  sep- 
arate vacations,  pure  and  simple.  But 
other  parents  have  different  solutions, 
including  William  McCormick,  48, 
chairman  of  cms  Energy  Corp.  Once 
his  boys  became  teenagers,  he  began 
taking  trips  to  Europe  with  his  wife, 
Ann,  and  would  bring  his  family  to- 
gether at  his  beachfront  condo  in 
Naples,  Fla.,  where  there  are  plenty  of 
independent  activities  for  everyone. 

Thinking  about  inviting  your  teen- 
agers' friends  along  on  the  family 
vacation?  Think  again.  A  few  years 
ago  Louis  Marx  Jr.,  founder  of  Noel 
Group,  had  his  four  children  (two 
boys  and  two  girls)  each  bring  along  a 
date  to  the  Marx  family  vacation 
home  in  Sarasota,  Fla.  Fiasco,  says 
Marx.  While  there  was  no  friction 
among  family  members,  the  couples 
started  fighting,  and  the  whole  trip 
dissolved  into  a  lugubrious  soap  op- 
era. "Within  days — maybe  it  was 
hours — no  one  was  speaking,"  recalls 
Marx.  "It  was  dreadful." 

As  for  us,  our  own  teenage  daugh- 
ter, Lindsey,  came  with  us  this  spring 
to  Boca  Raton,  Fla.  With  lovely,  90- 
degree  weather  outside,  she  wore 
long,  black  clothing,  stayed  in  her 
room  with  the  curtains  drawn  and 
wrote  an  average  of  five  letters  a  day  to 
her  friends.  We  got  it.  This  summer, 
when  we  went  to  Club  Med,  she  went 
to  Virginia  Beach  with  a  friend.  We 
were  all  very  happy.  H 
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The  only  thing  rivaling  the  speed  with  which  collectible 
car  prices  surged  a  few  years  ago  is  the  rate  at  which  thi 
have  since  collapsed.  Is  this  a  buying  opportunity? 

The  $16  million 
Ferrari  and 
other  popular 
delusions 


By  Christie  Brown 

In  1964  George  Dyer  paid  $12,000 
for  a  1962  Ferrari  GTO,  of  which  only 
36  were  made.  By  the  late  1980s, 
Ferrari  gtos  of  that  vintage  were  sell- 
ing for  over  $10  million;  in  1990  Dyer 
was  offered  $12.5  million  for  his  car. 
Dyer,  who  lives  in  San  Mateo  County, 
Calif.,  used  to  be  a  stockbroker  and 
knew — or  should  have  known — that 
nothing  grows  to  the  sky.  But  think- 
ing that  exotic  cars  were  somehow 


different,  he  turned  the  offer  down. 

"A  similar  car  had  just  sold  to  a 
Japanese  collector  for  $16  million," 
Dyer  recalls.  "I  thought  the  price  was 
going  to  continue  to  go  up." 

Today  Dyer  thinks  his  Ferrari 
might  be  worth  $5  million,  but  Mal- 
colm Barber,  director  of  automotive 
sales  at  Sotheby's,  has  some  bad  news 
for  him.  Barber  thinks  the  car  is  worth 
about  $3  million. 


George  Dyer's  1962  Ferrari  GTO 

From  $12,000  to  $12.5  million  to  $3  million. 
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Actual  size.  Actual  image. 


If  words  alone  can't  describe  how 

you  feel  about  your  family,  we  suggest 

you  try  a  very  moving  picture. 


Call  1 800  437-9504  for  the  location  of  your 
nearest  AT&T  Phone  Center  or  other  fine  retailer. 


Introducing  the  all-new  AT&T 
VideoPhone.  Just  plug  it  in.  You'll  never 
look  at  phone  calls  the  same  way  again. 


AT&T 
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Noel  Blanc  with  his  1973  Ferrari  Daytona  Spicier 

He  turned  down  $1.8  million  in  1990;  it's  now  worth  $400,000. 


Across  the  board,  prices  for  an- 
tique, classic,  racing  and  muscle  cars 
have  crashed  by  10%  to  70%.  Some 
examples:  A  1960s  Aston  Martin 
DB5  convertible  that  sold  for  about 
S340,000  in  1990  is  now  down  to 
S95,000.  An  E-type  Jaguar  roadster 
made  in  the  1960s  has  dropped  from 
S125,000  to  about  S45,000.  Even 
the  much  sought-after  Mercedes  300 
SL  Gullwing  coupes  have  fallen  from 
S360,000toS170,000. 

So  bad  is  the  market  that  this  year 
both  Sotheby's  and  Christie's  didn't 
even  have  their  annual  May  antique 
car  auctions  in  Monaco.  "There  was 
no  market  for  high-end  cars  any- 
more," says  Sotheby's  Barber.  Just 
two  years  ago  the  two  houses  ham- 
mered down  a  total  of  more  than  $30 
million  worth  of  old  cars. 

The  recession  can  be  blamed  for 
some  of  the  collapse,  but  not  all  of  it. 
As  the  collectible  car  market  began  to 
bubble  in  the  late  1980s,  it  grew  ripe 
for  manipulation  and  chicanery. 

After  the  stock  market  crash  in 
1987,  many  speculators  and  inves- 
tors, including  the  Japanese,  began 
scouting  around  for  places  other  than 
stocks  to  put  their  money.  To  make 
collectible  cars  look  like  great  invest- 
ments, some  clever  dealers  began  to 
ratchet  up  prices  by  use  of  the  old  trick 
of  buying  back  their  own  cars  at  auc- 
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tion  for  inflated  prices. 

Noel  Blanc,  a  veteran  car  collector 
in  Los  Angeles,  says  schemes  like  the 
following  were  common: 

"Say  a  guy  had  eight  cars  of  a 
particular  type.  He  would  put  one 
into  auction  and  set  up  a  friend  to  buy 
it  for  a  lot  more  than  it  had  sold  for  the 
last  time.  Then  the  dealer  calls  his 
clients  and  says,  'Hey,  did  you  see 
how  much  Bernie  paid  for  that  car  at 
the  last  auction?  I  can  get  you  one  just 
like  it  for  a  bit  less.'  " 


Don  Williams,   co-owner  of  thj 
Blackhawk  Collection,  a  classic  an| 
antique  car  marketing  company 
Danville,  Calif,  remembers  such  I 
pitch.  Williams  says  he  sold  a  rai 
1938  Bugatti  57SC  Atalante  couf 
over  the  phone  one  night  in  1990  to  j 
man  in  Connecticut  for  $1.6  millior 
Before  the  deposit  arrived,  Williar 
got  a  call  from  a  New  Yorker  offering 
to  sell  him  a  1938  Bugatti  for  $2. 
million.  Williams  asked  for  the  seru 
number.  It  was  his  car.  "I  told  hir 
'You  know  so-and-so  in  Connecticut 
Tell  him  I  like  your  price  better,' 
remembers    Williams,    who     nevel 
heard  from  either  party  again.  He  jusl 
recendy    sold    the    car    for    $1.< 
million. 

Los  Angeles  collector  Blanc  says  h| 
never  fell  for  such  scams.  But  neithel 
did  he  sell  any  of  his  cars  at  the  topi 
Pity.  Among  the  20  cars  in  his  collecj 
tion  are  7  Ferraris,  including  a  197; 
Ferrari  Davtona  Spider  bought  u 
1986  for  $260,000— then  the  high  | 
est  price  ever  paid  for  a  Spider.  In 
1990  Blanc  was  offered  $1.8  milliod 
for  it  but  didn't  take  it.  Experts  sajjj 
that  the  car  is  probably  worth  onh 
$400,000  today. 

Deathbed  speculation  also  played  I 
part  in  the  huge  runup  of  Ferrar 
prices.  Around  the  time  of  the  deal 
of  founder  Enzo  Ferrari  in   1988  . 
prices  doubled  in  six  months.  "There 
was  a  lot  of  careful  market  manipul 
tion  by  some  Ferrari  dealers,"  assertsj! 
Brad  Bowling,  editor  of  Old  Cars, 


1974  Jaguar  XKEV12  roadster 
With  the  Japanese 
just  starting  to  sell 
their  big-ticket  cars, 
don't  expect  a 
recovery  soon. 
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4  Aston  Martin  DB5  convertible 

ilers  rigged  prices  at  auctions  to  drive  values  up. 


ekly  trade  magazine.  "Everybody 
;w  what  was  going  on  but  decided 

Ksi  jump  on  the  bus  when  there  was 

on  >ney  to  be  made." 

What  would  a  hot  market  be  with- 
t  fakes?  When  it  became  known  in 

m  ;  trade  that  San  Mateo  County's 

bt  orge  Dyer,  a  little-  known  collec- 
was  not  selling  his  1962  Ferrari 
O,  someone  tried  to  sell  a  copy  of  it 

)ull  tead.  Recalls  Dyer:  "I  got  a  call  in 
90  from  a  dealer  saying,  'George,  I 
in't  know  you  sold  your  GTO.  I  saw 


it  on  the  market  in  Europe  for  $10 
million.'  "  Dyer's  car,  he  says,  had 
been  faked  right  down  to  the  serial 
number  on  the  chassis. 

Dyer  called  Interpol  and  the  FBI, 
and  the  car  was  impounded.  Litiga- 
tion is  continuing  in  Munich,  and  no 
arrests  have  yet  been  made. 

Fueling  all  the  frenzied  buying 
were  bankers  who  now  wish  they'd 
never  heard  of  collectible  cars.  Sothe- 
by's auctions  are  riddled  with  repos- 
sessed^ classic  cars.  Kruse  Internation- 
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al,  a  big  car  auction  house  based  in 
Auburn,  Ind.,  is  selling  an  average  of 
40  cars  every  month  from  various 
financial  institutions.  Dean  Kruse  re- 
ports his  firm  last  year  liquidated  a 
collection  of  50  Corvettes  for  the 
Bank  of  New  England. 

Hans  Thulin,  a  Swedish  business- 
man, played  his  bankers  like  a  mae- 
stro. Thulin  amassed  a  collection  of 
over  100  cars,  including  a  1962  Fer- 
rari gto  he  bought  in  1990  for  $11 
million.  But  last  year  Thulin's  real 
estate  business  collapsed  and  his  cars 
went  back  to  the  lenders. 

"I  estimate  the  banks  have  $80 
million  in  those  cars,"  says  the  Black- 
hawk  Collection's  Don  Williams,  who 
offered  $30  million  for  the  bunch 
after  Thulin  went  under.  Williams  was 
turned  down,  for  which  he's  grateful. 
"Now  I  wouldn't  offer  $20  million 
for  them,"  he  says. 

At  their  current  levels,  ate  car  prices 
about  to  turn  up  again?  Plenty  of 
people  think  so,  but  don't  bet  on  it. 
Collections  are  still  being  liquidat- 
ed— the  Japanese,  remember,  were 
big  buyers  and  are  just  starting  to  sell. 
With  one  eye  nervously  watching  the 
supply  overhang,  Sotheby's  Malcolm 
Barber  sighs:  "We  just  hope  the  mar- 
ket has  stabilized,  and  that  this  is  the 
bottom."  He  says  it  without  much 
conviction.  WM 
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Everyone  agrees  th< 

The  idea  of  open  systems — that  comptf 
should  easily  share  things  and  basically  bet 
like  friends — is  what  everybody  is  aiming  fof 

Still,  you  hear  lots  of  definitions  for  op)  tt 
systems,  from  many  points  of  view.  So,  on  tb 
subject  of  openness,  IBM  remains  open. 

Instead  of  insisting  that  one  operati  \\*i 
system,  like  UNIX?  is  more  open  than  anotl 
were  for  anything  that  gets  your  existing  ar 
future  systems  working  together.  So  to  us,  e 
customers  open  system  will  be  different,  an 
unless  your  pockets  are  incredibly  deep,  yo 
begin  with  the  systems  you  already  have. 


• 


'" 


1992  IBM  Corp  IBM  and  RISC  System/6000  are  trademarks  of  IBM  Corp  The  following  are  trademarks  of  UNIX  Systems  Laboratories,  Inc ,  Digital  Equipment  Corp ,  Tandem  Computers  Inc 


but  not  always  from  the  same  point  of  view. 


1 11  ideal  open  system  begins  with  a  plan 

id  for  your  business  needs,  and  IBM  can 
jf,  ou  with  it,  probably  better  than  anyone. 
0,  take  in  open  systems  goes  far  beyond  hard- 
,1  operating  systems  and  all  the  standards  we 

)rt.  It  includes  the  services  you'll  need  to 
j»  every  thing  work. 

10  Call  us  and  we'll  listen  to  your  business  needs 
i  hen  we'll  get  into  computer  solutions,  present 
■  i  nture.  After  that,  we'll  build  a  plan  for  open- 
31  lings  up,  and  of  course  we'll  work  with  other 
vrj  )rs — that's  what  open  systems  are  about. 

At  Republic  National  Bank  of  New  York,  for 


example,  we  built  an  open  system  that's  improv- 
ing customer  service.  Based  on  the  IBM  RISC 
System/6000,™  it  works  in  close  partnership  with 
their  DEC,®  Tandem®  and  IBM  mainframes,  on  a 
network  that  includes  both  TCP/IP  and  SNA 
protocols.  And  along  with  IBM  banking  software 
(customized  by  one  of  our  Business  Partners),  it 
runs  a  wide  variety  of  off-the-shelf  UNIX  applica- 
tions. And  we  not  only  helped  integrate  the  whole 
system,  we  provide  ongoing  service. 

We're  open  to  helping  ■— — >  —   —  » 

you,  too.  To  learn  more,  call  us        jE 
at  1  800  IBM  6676,  ext.  730.       = 
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Profitable  hobby 

Forty  years  ago  Antonio  Luis  Ferre 
let  his  father  talk  him  out  of  becoming 
a  diplomat.  A  dutiful  son,  Ferre  reluc- 
tantly attended  the  Harvard  Business 
School  and  returned  to  Puerto  Rico 
to  learn  about  the  family  business, 
Puerto  Rican  Cement  Co.  In  1963  he 
became  president  of  the  company, 
which  is  still  the  only  Puerto  Rican 
firm  listed  on  the  New  York  Stock 
Exchange. 

Today  Ferre,  58,  is  the  richest  per- 
son on  the  island,  but  not  because  of 
cement.  In  1968  he  bought  a  small 
(circulation  18,000),  moneylosing 
daily  newspaper,  then  called  El  Din,, 
from  his  father  for  $440,000.  "I 
bought  it  as  a  hobby,  really,"  he 
recalls,  "not  a  business  proposition." 
But  he  treated  it  like  a  business.  He 
moved  operations  from  Ponce,  Puer- 
to Rico's  second-largest  city,  to  San 
Juan  and  took  on  the  island's  two 
giant  papers,  El  Impartial  and  El 
Mundo.  Focusing  on  younger  read- 
ers, he  ran  crisp  graphics  and  short, 
fact-filled  stories. 

"It  was  a  bloodbath  at  first,"  says 
Ferre,  who  lost  about  $3  million  in 
the  early  1970s.  "Nobody  would  ad- 
vertise in  a  little  paper  that  came  from 
Ponce."  But  people  read  it,  circula- 
tion grew  and  advertisers  followed. 

In  1984  Ferre  resigned  as  chairman 
of  the  cement  company,  in  which  his 
family  still  holds  a  $33  million  stake, 
to  concentrate  on  his  newspaper.  By 
1990  the  paper,  now  called  El  Nuevo 
Dia,  had  put  its  two  giant  competi- 
tors out  of  business  and  was  turning  a 
hefty  profit. 

Today  El  Nuevo  Dia  boasts  a  circu- 
lation of  221,000  and  revenues  of 
$110  million.  Ferre  owns  an  80% 
stake;  this  plus  other  investments 
make  him  worth  an  estimated  $220 
million —  close  to  Forbes  Four  Hun- 
dred rich.  -Randall  Lane 

"You  think  we  have 
problems?" 

Paul  Erdman,  the  former  Swiss 
banker  who  spent  nine  months  in  a 
Basel  jail  in  1970  on  some  technical 
bank  fraud  charges,  is  best  known  as  a 
writer  of  financial  thrillers.  His  12 
tides  include  The  Billion  Dollar  Sure 
Thing  (1973)  and  The  Crash  of  '79 
( 1976).  Last  month  he  published  The 
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RIGHT: 

Paul  Erdman, 

author  of 

"The  Swiss 

Account" 

As  an  economist, 

he's  bullish  on 

America. 


Swiss  Account,  an  engrossing  tale  of 
Swiss  bankers,  Nazi  gold  and  atomic 
secrets  that  is  set  in  Basel  in  1945. 

Between  books,  Erdman,  60,  pur- 
sues a  second  career  as  an  economic 
consultant  and  prognosticator.  His 
reading  of  the  data  has  made  him 
profoundly  bullish  on  America.  "In- 


flation, interest  rates,  the  dollar,  oil — 
they're  all  the  lowest  they've  been  lor 
many  years,"  said  Erdman  during  I 
recent  New  York  visit  to  promote  his 
new  book.  "One  of  these  days  the 
ibms  and  the  General  Motors  of  the 
world  will  stop  laying  people  oil  and 
the  employment  picture  will  brighten 

Forbes"  November  23,  L99J 


Health  insurance  covered  your  surgery.  life 
insurance  protects  your  family.  Car  insurance 
guards  the  old  jalopy.  Your  homeowner's  policy 
even  protects  the  chair  you're  sitting  in.  AU  you 
can  lose  is  the  nest  egg  that  lets  you  sit  there. 

Can  you  insure  your  nest  egg?  Absolutely  Next  time  you  buy  municipal  bonds,  make 
sure  they  come  with  MBIA  insurance.  Whatever  may  happen  to  the  city  or  state  that 
issued  your  bonds — your  checks  keep  coming.  Both  Moody's  and  Standard  &  Poor's  give 
their  highest  rating,  Triple-A,  to  bonds  that  we  insure. 

Our  protection  is  very  reasonable.  For  the  average  $1,000  bond,  you  give  up  less  than 
five  dollars  in  interest  income  per  year.  Speak  with  your  financial  advisor.  Find  out  how 
MBIA  can  help  to  make  your  investments  even  safer  than  your  easy  chair. 

Municipal  Bond  Investors  Assurance  Corporation,  113  King  Street,  Armonk,  New  York  10504 


FACES  BEHIND  THE  FIGURES 


again.  Mickey  Mouse  could  be  our 
new  President  and  the  economy  will 
be  doing  fine  starting  in  the  second 
half  of  1993." 

The  U.S.,  he  adds,  looks  even  bet- 
ter when  compared  with  the  alterna- 
tives: "Germany  has  to  pay  $150  bil- 
lion for  East  Germany  and  is  about  to 
be  deluged  with  Russian  immigrants, 
and  everybody  knows  Japan's  prob- 
lems. You  think  we  have  problems? 
Go  live  in  Frankfurt  or  Tokyo." 

Meanwhile,  back  at  his  50-acre 
ranch  north  of  San  Francisco,  Erdman 
has  started  his  next  book,  a  financial 
whodunit  in  which  a  fictional  protag- 
onist serving  time  with  Michael  Mil- 
ken figures  out  how  to  make  a  killing 
while  in  prison.  Erdman  will  say  no 
more,  except  that  a  key  part  of  the  plot 
was  suggested  to  him  by  a  friend  in  the 
savings  and  loan  industry. 

-Lawrence  Minard 

Bad  formula 

James  D.  Schwartz  knows  a  thing  or 
two  about  wrestling.  Years  ago  he  was 
manager  of  professional  wrestler 
(Rotten)  Randy  Morse.  Today  he  bat- 
tles insurance  regulators. 

Schwartz,  43,  runs  a  financial  plan- 
ning firm,  Enough  Inc.,  in  Engle- 
wood,  Colo.  For  years  he  criticized 
underwriters'  sales  charges  and  mis- 
leading policy  illustrations.  Now  he 
worries  that  a  new  risk- based  capital 
formula  devised  by  the  National  Asso- 
ciation of  Insurance  Commissioners 
to  assess  insurers'  financial  health  will 
mislead  policyholders  and  investors. 
The  formula  takes  effect  at  year's  end. 

The  problem  is  that  the  new  stan- 
dards penalize  a  lot  of  healthy  insur- 
ance companies  for  having  the 
"wrong"  business  mix  or  investing 
too  heavily  in  areas  the  regulators 
disapprove  of.  According  to  a  well- 
publicized  analysis  from  insurance  ex- 
pert Frederick  S.  Townsend,  Metro- 
politan Life  Insurance  Co.,  for  exam- 
ple, could  be  ranked  as  low  as  8 — the 
lowest  ranking  is  10 — because  over 
10%  of  its  $144  billion  assets  is  invest- 
ed in  real  estate  mortgages.  Miami- 
based  John  Alden  Life  Insurance  Co., 
which  writes  a  lot  of  health  insurance 
policies,  could  be  ranked  as  low  as  9. 
But  Schwartz  says  both  underwriters 
are  in  fine  financial  shape. 

"Metropolitan  got  the  highest  rat- 


David  G.  Bronner 
of  Retirement 
Systems 
of  Alabama 
Another  big  bet 
on  New  York 
real  estate. 
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Insurance  analyst  James  D.  Schwartz 
Will  healthy  insurers  be  penalized? 


ings  from  all  four  rating  services,"  he 
says,  "and  John  Alden's  earnings  al- 
most doubled  recently.  It  just  went 
public  and  its  solvency  is  great. 

"The  new  standards,"  he  adds,  "do 
not  address  the  key  issue  that  consum- 
ers should  be  concerned  with."  That 
issue:  which  companies  will  be  able  to 
pay  dividends  and  claims  in  the  future. 
-Gretchen  Morgenson 


Averaging  down 

David  G.  Bronner  describes  himself 
as  a  "little  oP  southern  bureaucrat" — 
he's  head  of  the  Retirement  Systems 
of  Alabama,  which  manages  around 
$12  billion  on  behalf  of  the  state's 
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public  employees. 

In  1986  Bronner  lent  $100  mil- 
lion— about  20%  of  the  total  debt — to 
Olympia  &  York's  55  Water  Street 
development,  a  3.6-million-square 
foot  office  building  in  lower  Manhat- 
tan. When  the  Reichmann  family's 
O&Y  hit  the  skids  this  spring,  the  value 
of  Bronner's  mortgage  notes  fell  to  1( 
cents  on  the  dollar. 

Now    Bronner,   47,    is   averaging 
down.  He  wants  to  swap  Alabama's 
mortgage  notes  for  a  100%  equityjl 
position  in  the  building.  To  win  the] 
support  of  fellow  creditors,  some  of 
whom  are  less  optimistic  about  Nev 
York's  future,  Bronner  has  offered  to 
buy  out  all  note  holders  on  the  build 
ing  for  29  cents  on  the  dollar.  If  every 
note  holder  takes  up  Bronner's  offer, 
Alabama  pensioners  will  have  pickec 
up  an  office  building  with  a  $600  iOQ 
million  replacement  cost  for  a  total  j|$( 
investment  of  $220  million.  k 

Bronner  says  he's  also  looking  tOiu 
buy  four  or  five  other  big  properties  i 
depressed  U.S.  markets.  "Real  estate 
makes  a  lot  of  sense  right  now  because  lC 
of  where  the  stock  markets  and  bom 
markets  are  trading,"  he  says.  11)1; 

Bronner  has  made  contrarian  in-  K'e 
vestments  before.  He  bought  Con  ^ 
Edison  bonds  when  the  utility  Was 
close  to  bankruptcy  in  the  mid-1970s 
for  example,  and  he  says  he  made 
about  $200  million  by  pouring  mon-fl 
ey  into  equities  in  the  days  following  " 
the  October  1987  crash.   Today  his 
contrarian  nose  smells  opportunity  in 
New  York.  "New  York  is  very  close  to 
the  bottom,"  says  Bronner,  "versus  i 
California,     which     hasn't     gotten 
whacked  as  hard  yet." 

Kl  !  I)  Alt!  I. SON    MB 
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Today  staying  home 
doesn't  mean  staying  home  from  work. 
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One  of  the  most  exciting  trends  in  the  Great  Lakes 
ion  we  serve  is  the  work-at-home  boom.  For  Ameritech, 
also  an  exciting  growth  opportunity. 
Using  our  existing  network,  we're  connecting  people 
h  tomorrow  by  freeing  them  from  the  traditional 
rkplace  with  a  range  of  special  products  and  services. 
:ond  and  third  phone  lines.  Advanced  custom  calling 
tures.  Cellular  communications  and  paging.  Enhanced 
ng.  Graphic  imaging.  Electronic  mail. 
We  even  help  get  the  phone  ringing  with  directory 
/ertising  and  consult  on  the  unique  aspects  of  setting 
an  efficient  workplace  at  home. 
With  this  customer  segment  growing  nearly  nine 
rcent  yearly,  America's  most  information-intense  region 
dws  strong  signs  of  becoming  even  more  intense  in  the 
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years  ahead.  That's  continued  good  news  for  Ameritech 
shareowners  whose  dividends  have  already  grown  at  a 
compound  annual  rate  of  more  than  seven  percent  since 
divestiture— the  highest  average  rate  of  all  the  regional 
communications  companies. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 

JsmERSTECH 

Connecting  You  With  Tomorrow 


A  typical  homeowner  saves  K% 
on  a  loan  purchased  by  Freddie  Mac. 
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So  a  typical  homeowner  saves  $13,000 
over  the  life  of  a  loan. 
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Which  means  Freddie  Mac  saves  homeowners  about  $2  billion  each  year. 


We'd  like  to  tell  you  about  a  marvelous  chain  reaction  that  starts  with  Freddie  Mac.  First, 
we  purchase  mortgages  from  lending  institutions,  then  package  them  as  mortgage-hacked 
securities  to  sell  to  investors.  This  process,  connecting  capital  and  mortgage  markets,  allows 
lenders  to  operate  more  efficiently  and  offer  lower  mortgage  rates  to  homehuyers.  Since  1970 
Freddie  Mac  has  linked  Wall  Street  to  Main  Street.  We've  built  an  outstanding  record  o( 
financial  stability.  And.  in  the  process,  helped  millions  of  Americans  become  homeowners, 

Freddie  Mac,  8200  Jones  Branch  Drive,  Mail  Stop  405.  McLean.  VA  22102. 
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<9  Freddie  Mac  1992 

These  calculations  are  based  on  a  30-year,  fixed-rate  mortgage  eligible  for  purchase  by  Freddie  Mac. 


STEADY  FREDDIE 


Freddie  Mac 

THE  IDEA  BEHIND  ONE  IN  EIGHT  AMERICAN  HOMES. 
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fund  managers  quoted  on  page 

nake  a  case  that  drug  stocks  have 

i  oversold.  Their  opinion  is  gen- 

y  supported  by  Evan  Sturza,  edi- 

of  Sturza's  Medical  Investment 

:er.  Like  the  other  fans,  he  has 

lething  of  a  vested  interest  in  the 

or.  But  he  makes  a  good  case. 

larmaceuticals    account    for   less 

.  1 0%  of  total  health  care  costs  in 

country.  And  they  save  consum- 

money,"  says  Sturza.  "Would  you 

ier  take  pills  for  $22  to  avoid  a 

rt  attack  or  undergo  a  coronary 

►ass  operation  for  $40,000?" 

turza   is   particularly   bullish   on 

d-hit    biotechnology    companies 

h  as  Genzyme  and  Synergen,  and 

ture  drug  manufacturers  such  as 

Lilly  and  Bristol-Myers  Squibb. 

The    recent   rally   benefited   little 

npanies   the   most.   The   Nasdaq 

?ted  a  4.7%  gain  for  the  two  weeks 

led  Oct.  29,  while  the  Dow  Jones 

rage  rose  2.3%. 


pecial  focus 


hese  ten  stocks  were  the  most  actively 
aded  issues  in  October.  Each  stock  had 
le  equivalent  of  more  than  a  third  of  its 
utstanding  shares  change  hands.  Borland 
rnational  had  the  highest  turnover — 
of  outstanding  shares.  Note:  Stocks 
announced  takeover  offers  were  ex- 
ed  from  this  screen. 

High  turnover  stocks 


Company 

Share 
turnover* 

Borland  Intt 

64  %  ■ 

Tennant 

57 

Symantec 
JWP 

53 
46 

Tokos  Medical 

44 

Western  Digital 

38 

Compaq  Computer 

37 

Dell  Computer 

37 

Conner  Peripherals          37 
US  Surgical                     37 

*Last  four  weeks. 

The  overall  market 
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The  Barra  All-US  index  as  of  10/29/92 

Market  value:  $4,098.7  billion 

P/E:  24.6 

P/E  minus  negative  EPS:  17.4 

Price/book:  2.4 

Yield:  2.7% 


12-month  closeup 


Closeup  on  the  market 


Index  or  investment 

Barra  All-US  indi 

S&P/Barra  Grow 

S&P/Barra  Value 

Dow  Jones  indus 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE3 

CRB  index45 

Gold5 

Yen   (per  $U.S.) 

Oil5 


2-week  change 


Barra  All-US  index 

3.0 

S&P/Barra  Growth  index1 

3.3 

S&P/Barra  Value  index2 

2.3 

Dow  Jones  industrials 

2.3 

S&P  500 

2.7 

NYSE 

2.6 

Nasdaq 

4.7 

Amex 

4.3 

EAFE3 

-3.8 

CRB  index45 

-1.2 

Gold5 

-0.4 

%  change  from 
1  year  ago  5-year  high 


2.5 
-7.3 

■MM  -■-■ 


7.0% 
11.4 

9.2 
5.8 
7.2 
6.9 

11.6 

-1.6 
-14.0 

-8.7 

-5.2 

-6.3 
-11.3 


-1.7% 

-1.0 

-2.2 

-4.9 

-1.0 

-1.0 

-6.1 

-9.0 
-29.8 
-26.8 
-32.4 
-24.8 
-49.7 


The  best  and  worst  performing  stocks6 


Best* 

Price 

2-week 
change 

1S92 
EPS' 

Worst 

Price 

2-week 
change 

1992 
EPS' 

ALC  Communications 

8  3/4 

59% 

NA 

$0.62 

0.27 

Chambers  Development 

4i/2 

-34% 

$0.42 

NA 

-1.50 

Archive 

10  l/2 

53 

First  Pacific  Networks 
PS  Group 

4l/4 

103/g 

-33 

-30 

Netframe  Sys 

14  1/4 

48 

Cambex 

15 

46 

1.08 

Precision  Castparts 

173/8 

-27 

2.32 

Viratek 

8  3/4 

46 

NA 

Kennedy-Wilson 

41/2 

-22 

0.55 

.  ....... 

The  best  and  worst  performing  industry  factors6 


Best 

2-week 
change 

Since 
12/31/91 

Worst 

2-week 
change 

Since 
12/31/91 

Water  transport 
Iron  &  steel 

11.3% 
10.0 
9.1 

17.4% 

1.8 
-7.3 

Oilfield  services 
Tobacco 

-6.0% 
-5.0 

4.3% 
-5.7 
-5.5 

Aluminum 

Precious  metals 

-3.1 

Consumer  durables 

8.3 

10.1 

Photographic,  optical 
Business  machines 

-2.3 

-2.2 

Railroads 

8.2 

4.3 

-1.9 

-8.5 

J 

5:  Data  for  period  ending  1,0/29/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
kets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average 
growth. :  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted 
a  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 4  Index  of  21  commodity  futures. 5  Knight-Ridder  Financial 
ymation. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company 
;,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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S&P  500  P/E*  vs.  Aaa  bonds? 


IBES  estimate  revisions  index 

S&P  500  increases  to  decreases 


Forecasting  the  S&P  500 


1.00 


0.80 


0.60 


mM  m 


*S&P  500  P/E  is  the  recent  price  of  the  S&P  500 
divided  by  estimated  earnings  over  the  next  12 
months.  tActua!  and  projected  price-to-coupon 
ratio  for  Moody's  Aaa  corporate  bond  index. 


o.oo  *n 

NDJFMAMJJASO 
1991  1992 


Year 

Estimated 
P/E 

%  change 

current 

vs.  3  months  ago 

Expected 
year-to-year 
EPS  growth 

1991 

20.  I1 

NA 

-14%] 

1992 

17.3 
13.9 

-4% 

16 

1993 

-3 

25 

1992  estimates  for  IBES  industry  groups 
Rising  estimates  Falling  estimates 

semiconductors  .        steel 

health  care-misc/^Mk    airlines  .J 

natural  gas  paper  containers 

auto-aftermarket  aluminum 

home  building  computer  systems 


As  is  typical  in  the  fourth  quarter  of  the  year,  security 
analysts  have  accelerated  their  pace  of  cutting  earnings 
estimates.  According  to  the  Institutional  Brokers  Estimate 
System,  analysts  are  now  cutting  five  estimates  for  every 
two  they  raise.  One  year  ago  analysts  were  predicting  that 
the  s&P  500  would  rack  up  a  juicy  profit  gain  of  29%  in 
1992.  But  as  the  months  have  progressed,  many  of  those 
rosy  forecasts  have  been  dimmed.  Analysts  have  since 
reduced  their  1992  forecast  for  the  s&P  500's  aggregate 
earnings  to  $24.18,  or  a  16%  increase  over  1991's  $20.76 


Who's  hot 


(both  figures  are  before  nonrecurring  items).  So  don't  b 
too  surprised  if  the  same  thing  happens  to  the  199 
estimate  for  the  s&P  500,  which  is  currentiy  at  $30.13. 

Over  the  last  three  months  securities  analysts  have  slice 
the  1992  earnings  estimate  for  Ford  Motor  by  40%,  t 
$1.32  a  share.  Ford  is  now  selling  for  29  times  its  199 
estimate  and  9  times  its  1993  estimate  of  $3.95  a  share 
This  makes  Ford  the  cheapest  Detroit  stock  based  on  it 
1993  forecast.  Chrysler  and  General  Motors  are  priced  a 
10  and  14  times  their  1993  estimates. 


ifwid 

rid 

lirei 

km 


Greatest  increase  in  estimates  over  the  past  three  months 


1991 

Company/industry  EPS 

SynOptics  Comm/network  sys  $1.30 

Cyprus  Minerals/mining  1.62 

Adv  Micro  Devices/semiconductors  1.00 

Hanover  Insurance/insurance  1.98 

Noble  Affiliates/energy  expl  &  prod  0.43 


-1992  estimate- 


S-month 

recent  3-month  change  P/E  price  change  Reason 

$1.85  31%  31  68%  Higher  sales  of  local  area  network  products 

2.03  30  15  -5  Strong  sales  of  copper,  increased  coal  production 

2.31  20  6  58  Increased  sales  of  company's  386  microprocessor 

5.31  19  9  12  Improved  underwriting  results,  premium  rate  increases 

0.75  15  26  7  Increased  crude  and  natural  gas  prices 


Who's  not 

Greatest  decrease  in  estimates  over  the  past  three  months 

1991 
Company/industry                             EPS 

recent 

3-month 
trice  change 

Reason 

ijjz  estimate 
3-month  change    P/E     | 

BF  Goodrich/chemicals                     $0.03 

$0.40 

-73%           NM 

-7% 

Higher  raw  material  prices,  increased  competition 

Symbol  Technologies/code  scanners      0.91 

0.40 

-61                29 

-16 

Weak  sales  of  portable  laser  scanners 

Lyondell  Petrochemical/chemicals        2.78 

0.38 

-42                64 

0 

Lower  margins  for  both  refining  and  petrochemicals 

Ford  Motor/automobiles                     -4.79 
St  Paul  Cos/insurance                        9.26 

1.32 
5.28 

-40                29 
-32                 14 

-7 
-7 

Increased  costs  and  lower  volume  abroad 
Losses  from  Hurricane  Andrew 

3Fl 
Ju 

. 

Ji: 
3H 


Note:  Companies  listed  have  a  market  capitalization  of  $100  million  or  more.  'Actual.  Earnings  projections  are  Wall  Street  consensus  estimates  data  from  3,000  security  anal) 
compiled  by  the  Institutional  Brokers  Estimate  System,  a  service  of  IBES,  Inc.  Aaa  bond  yield  forecasts  supplied  by  Blue  Chip  Economic  Advisors.    NA:  Not  available  « 

applicable.  NM:  Not  meaningful. 
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iwing  on  the  success  of  last  January's  conference  on  Project  Finance  and  Construction  in  the  1990s  that 
:ted  over  400  Project  Sponsors,  Contractors,  Developers,  Equity  Investors,  Investment,  Commercial  Banking 
\d  Municipal  Finance  Leaders,  Government  Agency  Representatives,  Government  Regulators,  Project  Financing, 
inking  and  Construction  Attorneys,  Equipment  Manufacturers  and  Suppliers  and  Project  Insurance  Specialists 


Forbes 


magazine  presents 


■  Rebuilding 

■AMERICA 


JANUARY  21  -23, 1 993  PU\ZA  HOTEL,  NEW  YORK  CITY 

A  Conference  Endorsed  by  the  National  Association  of  State  Development  Agencies  in  Cooperation 
With  the  Edison  Electric  Institute,  the  National  League  of  Cities  and  the  U.S.  Conference  of  Mayors 


ttend  this  unprecedented  conference 
n  developing,  financing  and 
elivering  construction  projects,  and 
he  renewal  and  repair  of  America's 
nfrastructure. 

Sessions  will  include: 

□  Opportunities  in  public-private  partnerships 
and  in  project  financing 

□  Capital  structures  and  sources  of  financing 

□  Risk  management 

□  Public  funding/municipal  issues 

□  Legislative  efforts  to  deal  with  financing 

□  Power,  independent  power  and  cogeneration 
projects 

□  Industrial  projects 

□  Highways  and  toll  roads 

□  Bridges  and  tunnels 

□  Solid  waste,  incineration  and  resource  recovery 

□  Ports  and  airports 

□  Rail  and  transit 

□  Drinking  and  waste  water  projects 

□  Public  buildings  including  hospitals,  prisons, 
recreation  and  other  facilities 

Q  Key  legal,  insurance,  construction  and 
environmental  issues 


The  conference  is  presented  in  association  with: 

American  International  Group  •  Banque  National 
de  Paris  •  Barba  International  Inc.  •  Bechtel 
Enterprises,  Inc.  •  Bradley,  Arant,  Rose  &  White  • 
Coopers  &  Lybrand  •  Goldman  Sachs  &  Co.  •  High- 
Point  •  Hill  International,  Inc.  •  Johnson  &  Higgins  • 
Pepper,  Hamilton  &  Scheetz  •  Peterson  Consulting 
Limited  Partnership  •  Port  Authority  of  New  York 
and  New  Jersey  •  Porter  &  Travers  •  Price 
Waterhouse  •  Raytheon  •  Shea  &  Gould  •  Stone  & 
Webster  Engineering  Corp.  •  Thelen,  Marrin, 
Johnson  &  Bridges  •  Willis  Corroon 
(partial  listing) 


FOR  INFORMATION  AND  A  FREE  BROCHURE: 


MAIL: 

FAX: 
CALL: 

NAME_ 
TITLE  _ 


CMC 

200  Connecticut  Avenue 

Norwalk,  CT  06856-4990 

203-857-4075 

203-852-0500 
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There  are  some  good  home-grown  funds  in  Europe,  but 
you  have  to  be  a  determined  buyer  to  get  in  the  door. 

Shopping  abroad 


By  Carolyn  T.  Geer 

If  you  insist  on  Heineken  beer  and 
Hermes  ties,  perhaps  you  want  your 
European  mutual  funds  to  be  import- 
ed, too.  You  may  want  a  British  fund 
from  a  London  money  manager  or  a 
German  fund  from  a  German  bank. 

There's  no  guarantee  that  a  home- 
grown fund  will  be  better  than  one 
sponsored  by  a  U.S.  firm.  But  there 
are  more  to  choose  from, 
including  a  lot  of  open-end 
single -country  funds, 

which  are  next  to  impossi- 
ble to  find  in  the  U.S.  Up- 
per Analytical  Services 
tracks  259  offshore  Euro- 
pean stock  funds  and  sin- 
gle-country funds  at  least  a 
year  old,  but  follows  only 
27  U.S. -based  European 
stock  funds. 

And  some  offshore  funds 
do  extremely  well.  Lon- 
don-based Global  Asset 
Management's  Sterling 
European  Fund,  which  in- 
vests throughout  Europe, 
has  climbed  9.5%  (in  U.S. 
dollars)  in  the  12  months 
ended  Oct.  30,  against  a 
7.9%  drop  among  U.S.  ^^■B 
funds  specializing  in  Euro- 
pean stocks.  A  Danish  bond  fund, 
North  Star  High  Performance,  has 
returned  21.5%  a  year  in  U.S.  dollars 
over  the  past  five  years,  while  the 
Lipper  Global  Bond  Fund  Index  has 
risen  just  9.5%. 

The  only  drawback,  and  it  can  be 
big,  is  that  most  offshore  funds  do  not 
welcome  U.S.  shareholders.  The  U.S. 
Investment  Company  Act  of  1940 
bans  unregistered  foreign  funds  from 
making  public  offerings  in  the  U.S. 
The  law  does  not  bar  Americans  from 
buying  the  funds  unsolicited.  But  for- 
eign fund  sponsors,  afraid  of  having  to 
register  with  the  Securities  &  Ex- 
change Commission,  may  spurn  ap- 
plications coming  from  the  U.S. 

212 


le: 


Another  trade  barrier  is  the  U.S.  tax 
code.  The  Internal  Revenue  Service 
can  tax  any  foreign  investment  com- 
pany that  markets  to  Americans  or  is 
otherwise  found  to  be  doing  business 
in  the  U.S.  Sponsors  are  fearful  of 
taking  on  U.S.  shareholders,  lest  they 
inadvertently  become  taxable  here. 

That  leaves  just  two  ways  for  an 


Over  there 

Fund 

Total 

net  assets 

($mil) 

Total  return1 

1-yr              5-yr 

annualized 

GAMut  Investments 

India  Fund 

Bangkok  Fund 

North  Star  High  Performance 

Alliance  Intl  Health  Care 

JF  Philippine  Trust 

GAM  Selection 

Putnam  Emerging  Health  Sciences 

Colonial  Securities  Hong  Kong  Fund 

Fidelity  Sterling  American 

1As  of  Sept.  30. 

Source:  Lipper  Analytical  Services,  Inc. 

$417 

535 

92 

7 

134 

33.8% 

44.6 

27.4 

9.4 

0.2 

33.0% 

31.0 

21.5 

21.5 

20.5 

8 

202 

36 

5 

18 

43.7 
13.4 
-3.4 
49.4 

14.2 

17.0 
16.2 
15.5 
14.9 
14.8 

These  offshore  funds,  which  invest  in  Europe  and  elsewhere 
around  the  world,  are  among  the  best  of  the  lot. 


meet  their  deposit  minimums. 

Mind  you,  fund  managers  lo<J 
askance  at  all  this.  "It  is  a  bit  naug 
ty,"  says  a  spokesman  for  a  leadu  \[i  ■-- 
fund  manager  in  Hong  Kong.  "V 
may  well  have  U.S.  citizens  on  o 
register,  as  may  all  offshore  funds, 
people  slip  through  the  net,  there 
nothing  we  can  do  about  it."  Bi 
beware:  Many  offshore  funds  will  r 
deem  without  warning  the  shares  J 
any  U.S.  investor  they  uncover. 

Also,  weigh  the  income  tax  cons 
quences   carefully.   We're   assumir  '^)a 
that  you  intend  to  pay  taxes,  n<  P::;' 
evade    them.    Peter   Gregory,   wh  > 
manages   the    Manhattan   office  <  P0^' 
Britain'  Global  Asset  Managemeni 
says  gam  sometimes  sells  shares  in  ij 
offshore  funds  to  an  accredited  U.J  FruPv 
resident — anyone  with  alit$WT 
annual    income    of    ov<  B^on 
$200,000  or  net  worth  e>  Wi[ 
ceeding       $1       million-  s^ 
through    a    private    plact 
ment.  But,  he  adds,  "th  ;itta 
tax  implications  [for  inve;  ulW 
tors]  are  pretty  complicai  itlro 
ed,  so  unless  they're  verj  flaw 
very  well  advised,  it's  jui  lanioav 
such  a  quagmire  that  we'\ 
sort  of  stayed  away." 

At    a    minimum,    mak  . 
sure  your  offshore  fund  rt 
ports  enough  detail  in  ii 
financial  statements  for  yoi 
to  figure  your  pro  rata  shai 
of  income  and  capital  gai: 
each  year.  Then,  you  wil  BKiii 
pay  the  same  tax  you  woulc  inbtr 
have  paid  if  the  fund  wer.  : 


American  to  get  an  offshore  fund:  Buy 
a  private  placement  or  sneak  in.  For- 
eign funds  are  allowed  to  make  private 
placements  here  if  they  keep  the  num- 
ber of  U.S.  shareholders  under  100. 
Not  surprisingly,  funds  tend  to  pick 
the  100  with  the  thickest  wallets, 
which  tend  to  be  institutions. 

Is  it  hard  to  sneak  in?  Paul  Melton, 
editor  of  The  Outside  Analyst,  an  Am- 
sterdam-based .investment  newslet- 
ter, says  many  Americans  set  up  over- 
seas bank  accounts,  then  have  the 
banks  buy  funds  for  them.  You  could 
open  a  bank  account  in  person  while 
traveling  overseas,  or  U.S.  branches 
of  some  foreign  banks  will  gladly  help 
you  set  up  an  overseas  account  if  you 


U.S. -registered  and  thu 
compelled  to  distribu 
profits  immediately.  If  you  neglec 
these  calculations,  the  IRS  will  eventu 
ally  catch  up  with  you  when  yo' 
redeem  your  fund  shares;  your  cumu 
lative  gain  will  be  retroactively  a: 
signed  to  the  years  when  you  held  th 
fund,  and  you  will  owe  back  taxes  wi 
interest. 

The  SEC  has  proposed  making  i 
easier  for  offshore  funds  to  sell  share 
in  the  U.S. — a  change  likely  to  take  I 
least  several  months.  It  also  hopes  ] 
clarify  that,  in  the  absence  of  a  pubfl 
offering,  a  foreign  fund  would  not  ■ 
required  to  register  if  some  shares  leak 
into  the  U.S.  Until  then,  the  field  I 
pretty  much  limited  to  wealthy  an 
determined  buyers.  ■ 
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I  you  invested  in  funds  with  high  portfolio  turnovers? 
t Jess  they  are  real  market  beaters,  such  funds 
be  lousy  investments. 


y 


eavy  breathing 


[ary  Beth  Grover 


i  four-year-old  Rightime  Growth 

d  has  a  dismal  record — an  average 

n  points  a  year  worse  than  the 

ket  over  the  last  three  years — but 

for  want  of  trying.  The  fund's 

rish  trading  habits  put  its  average 

lover  upwards  of  600%  a  year. 

at's  wrong  with  high  turnover? 

saction  costs.  These  consist  of 

kerage  commissions,  plus  bid/ask 

ads  maintained  by  floor  specialists 

marketmakers,  plus,  for  trades 

t  are  large  in  relation  to  a  stock's 

mal  daily  volume,  a  certain  market 

>act.  Imagine  the  damage  if  Wall 

:et  got  wind  that  Fidelity  Magellan 

;  unloading  its  5. 6 -million -share 

ition  in  Pfizer.  Potential  buyers 

uld  slash  their  bids,  and  Magellan 

*ht  either  have  to  back  off  the  sale 

sell  at  a  bad  price. 

Some  funds  trade  heavily  and  none- 

less  deliver  excellent  performance, 

ong  them  Alger  Small  Capitaliza- 

Portfolio   and   several   of  the 

ong  funds.  But  there  are  a  large 

mber  of  funds  that  combine  in- 

d-out   trading   with    bad   perfor- 

ince,  including  American  Heritage 

d  Bull  &  Bear  Special  Equities. 

Turnover  is,  like  the  annual  ex- 

nse  ratio,  one  of  those  numbers 

at  fund  vendors  are  compelled  to 

iclose  but  that  fund  buyers  all  too 

ten  ignore.  While  you  shouldn't 

le  out  a  stock,  fund  just  because  it 

ides  a  lot,  you' should  be  on  guard. 

as  the  fund  able  to  overcome  trad- 

g  costs  with  excellent  stock  pick- 

g — not  just  for  the  past  year,  but  for 

te  years  or  more?  Be  wary  of  a  fund 

ith  an  extremely  high  turnover  rate 

d  a  terrific  record  that  doesn't  go 

lck  very  far.  Last  year's  hot  perfor- 

ance  may  not  last,  but  the  high 

t  mover,  and  its  attendant  drag  on 

suits,  is  likely  to  continue. 

Just    how    great    are    transaction 
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costs?  Higher  than  you  might  think.  A 
round  trip  trade  (a  sell  and  a  buy) 
executed  on  one  of  the  stock  ex- 
changes probably  costs  a  fund  at  least 
0.35%  of  the  transaction  amount;  for 
small,  illiquid  Nasdaq  stocks  the  cost 
is  closer  to  1%.  That's  an  annual  cost 


Robert l/lorrison,  head  equity  trader 
Keeping  an  eye  on  Fidelity's  costs. 


of  1%  to  3%  for  a  fund  reporting  a 
300%  turnover.  Luck  can  overcome 
costs  like  those  for  a  year  or  two,  but  it 
takes  some  pretty  consistent  stock 
picking  to  overcome  the  drag  over 
many  years. 

A  fund  can  minimize  its  trading 
costs  by  building  and  reducing  posi- 
tions patiently  and  by  not  tipping  its 
hand  to  other  traders.  Low-profile 
trading  is  vital  but  difficult  for  Fidelity 
funds,  which  do  4%  to  7%  of  the  New 
York  Stock  Exchange's  daily  volume 
and  traded  4  billion  shares  last  year — 
well  over  $100  billion  worth. 

"We  try  to  be  in  the  marketplace 
without  being  the  marketplace,"  says 
Robert  Morrison,  head  of  the  2 1  trad- 


ers who  execute  transactions  for 
Fidelity's  stock  funds.  The  firm  does 
8%  of  its  trades — roughly  320  million 
shares  a  year — away  from  the  ex- 
changes or  the  Nasdaq  market.  Just 
over  half  that  volume  goes  through 
Jefferies  Group's  Posit  and  Reuters 
Holdings'  Instinet,  computer  net- 
works that  enable  buyers  and  sellers  to 
trade  shares  anonymously  between 
institutions  without  taking  a  market- 
maker's  spread.  The  rest  of  the  off- 
exchange  trading  occurs  when  one 
Fidelity  fund  simply  passes  a  block  of 
shares  to  another  Fidelity  fund. 

How  do  internal  trades  work?  One 
day  last  month,  Magellan's  Jeffrey 
Vinik  wanted  to  sell  10,000  shares  of 
Alcoa.  His  trader  tapped  the  order 
into  a  computer,  which  found  an  in- 
house  buyer  for  10,000  Alcoa  shares. 
The  latest  New  York  Stock  Exchange 
trade  in  Alcoa  was  at  68%,  so  the 
shares  were  instantly  swapped  at  that 
price.  No  commission,  which  for  Fi- 
delity would  have  been  about  4  cents 
a  share,  and,  more  important,  no 
spread  between  bid  and  asked.  The 
buyer:  Growth  Company  Fund's 
Robert  Stansky.  Trading  boss  Morri- 
son figures  that  on  the  exchange, 
Magellan  may  have  lost  an  extra  Vb  of  a 
point  selling,  while  Growth  Company 
may  have  paid  Vb  more  to  buy. 

However,  Fidelity  can  execute  a 
trade  internally  only  if  two  funds  want 
to  buy  and  sell  the  same  stock  at  the 
same  time.  So  just  5%  of  off-exchange 
trading  is  done  in-house.  But  Bradford 
Lewis,  the  quantitative  whiz  who  runs 
Disciplined  Equity  and  two  other  Fi- 
delity mutual  funds,  does  12%  of  his 
trades  in-house  and  uses  Posit  and 
Instinet  heavily.  "I'm  paranoid  about 
keeping  trading  costs  down,"  says 
Lewis.  "One-third  of  my  trades  are 
zero  commission  or  below  3  cents  a 
share."  These  savings  make  a  differ- 
ence at  Disciplined  Equity,  where 
Lewis  runs  up  an  annual  turnover  of 
286%  but  has  still  managed  to  consis- 
tently beat  the  market  averages  since  he 
opened  the  fund  in  December  1988. 

One  more  caution  on  heavy  trading: 
It  can  accelerate  your  tax  bill,  since  the 
tax  code  compels  a  fund  to  distribute 
capital  gains  in  the  year  they  are  real- 
ized. That's  no  problem  in  an  IRA,  of 
course.  But  for  taxable  accounts,  an 
index  fund  with  next  to  no  turnover  is 
very  attractive.  M 

213 


THE  FUNDS 


Junk  bond  funds  took  a  beating  last  month, 
Is  their  long  recovery  over? 
Or  is  this  a  buying  opportunity? 

Hot  junk 


By  Riva  Atlas 

After  a  buying  spree  that  had  been 
going  on  for  nearly  two  years,  inves- 
tors reversed  in  October,  redeeming 
more  than  $1.9  billion  in  junk  bond 
shares.  It  was  a  virtual  stampede,  ac- 
cording to  figures  from  amg  Data 
Services  of  Areata,  Calif.  Vanguard 
High  Yield  Bond  Portfolio  lost  $531 
million  in  net  redemptions — or  more 
than  a  quarter  of  net  assets — in  Octo- 
ber; T.  Rowe  Price  High  Yield  had 
$239  million  in  net  redemptions;  Fi- 
nancial Bond  Shares,  $95  million  in 
net  redemptions. 

The  stampede  had  a  beneficial  side 
effect:  It  made  junk  bonds  a  little 
cheaper  for  today's  buyers.  The  aver- 
age junk  yield  climbed  to  4.3  percent- 
age points  over  ten-year  Treasurys  at 
the  end  of  October,  up  41  basis  points 
from  the  gap  at  the  end  of  August. 
Remember,  too,  that  Treasury  yields 
were  moving  up  as  the  market  began 
discounting  Bill  Clinton's  victory. 

Much  of  last  month's  outflow  was 
triggered  by  market- timing  invest- 
ment advisers,  who  had  bought  large 
blocks  of  junk  fund  shares  during  the 
rally.  By  October  the  average  junk 
fund's  rise  of  16%  looked  so  good  that 
these  hot-money  managers  decided 


to  lock  in  their  returns. 

As  a  result  junk  bonds  took  a  heavy 
hit.  The  Salomon  Brothers  Extended 
High  Yield  Market  Index  of  junk 
bonds  (including  both  high-  and  low- 
grade  issues)  was  off  over  2%  in  price 
for  October.  The  junk  market  is  espe- 
cially vulnerable  to  mutual  fund  re- 
demptions because  junk  funds  are 
such  an  important  part  of  the  junk 
market.  Mutual  funds  own  at  least 
30%  of  all  junk  bonds,  estimates  Jo- 
seph Bencivenga,  head  of  corporate 
bond  research  at  Salomon  Brothers. 

For  smart  investors,  the  selloff  rep- 
resents opportunity.  The  high-yield 
bond  market  is  healthier  than  it's  been 
in  almost  three  years.  In  the  third 
quarter  of  1992  the  rate  of  companies 
defaulting  on  debt  dropped  to  0.2%, 
far  below  4.2%  in  January  1991. 

In  the  first  nine  months  of  1992,  a 
refinancing  boom  set  off  by  lower 
interest  rates  retired  11%  of  the  high- 
yield  market.  Many  of  the  better  com- 
panies have  already  refinanced  most 
of  their  higher-cost  debt,  and  with 
interest  rates  on  new  junk  bond  issu- 
ers trending  toward  1 3%,  the  cost  of 
issuers'  replacing  their  old  bonds  has 
become  less  attractive.  That  helps  ex- 


Against  the  tide 

Fund 

Weighted 

average 

credit 

quality1 

SEC 
yield 

5-year 

annualized 

total 

return2 

Annual 
expenses 
per  $100 

Load 

Merrill  Lynch  Corp-High  Income 
Federated  High  Yield  Trust 
Fidelity  Capital  &  Income  Fund 
Vanguard  Fixed  Income-High  Yield 
Franklin  AGE  High  Income  Fund 

'As  of  Oct.  16,  1992.    2As  of  Sept.  30, 1992 
during  first  year.     Sources:  Mormngstar,  Inc. 

B 

B 

B 

BB 

B 

9.89% 
10.97 
8.22 
9.99 
9.97 

12.21% 
12.01 
11.10 
10.14 
8.55 

$0.60 

0.763 
0.80 
0.34 
0.58 

4.00% 

none 

none4 

none 

4.00 

3Net  of  absorption  of  expenses  by  fund  sponsor.    41 .5%  redemption  fee 
•  Forbes. 

These  funds,  from  Forbes'  Best  Buy  list, 

are  among  the  cheapest  ways  to  play  the  junk  bond  market. 
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plain  why  more  than  $2  billion    Af| 
prospective  junk  bond  deals  were 
cendy  pulled  from  the  market. 

That  has  left  the  new  issue  marl 
increasingly  weighted  toward  bon 
that  finance  acquisitions  and  capi 
expenditures.  Riskier  than  refinar  . 
ings,  the  new  junk  is  still  far  strong 
than  the  paper  issued  in  the 
1980s,  says  Gregory  Smith,  preside 
of  Indepth  Data. 

In  the  third  quarter,  the  compa 
issuing  new  junk  bonds  averaged 
cash  flow  (income  before  deprec 
tion,  interest  and  taxes,  but  after  ca 
tal  expenditures)  of  1 .7  times  intere 
The  comparable  figure  was  1.4 
1992's  first  quarter,  and  many  deals 
1989  had  coverage  ratios  between  0 
and  1 .2.  "From  a  fundamental  stan 
point     there's    absolutely    nothi 
wrong  with  the  market,"  says  Kinj 
man  Penniman,  head  of  high-yie 
research  at  Duff  &  Phelps/MCM. 

As  spreads  between  Treasurys  a 
junk  widen,  bargains  are  popping  uj 
"Every  tier  of  the  market  is  trading ; 
unjustifiably  low  [price]  levels,"  sa; 
Daniel  Harmetz,  comanager  of 
$1.7  billion  Fidelity  Capital  &  1 
come  Fund.  Harmetz  likes  such  hi 
quality  junk  as  General  Nutritio 
1 1%%  senior  subordinated  notes,  I 
cendy  trading  at  102V2,  down  fro: 
1041/2  at  the  end  of  September,  a 
Embassy  Suites'  107/s%  senior  note 
down  from  105  to  IOOV2. 

The  table  shows  five  funds  th 
have  combined  good  returns  over 
past  five  years  with  low  expense  rati< 
and  loads.  If  the  economy  rebounj 
in    1993,   the   lowest-grade   cyclic 
junk  should  perform  best.  If  you  fort 
see  a  soft  economy  and  slack  tnterd 
rates,  get  a  fund  of  higher  aw 
credit  quality.  Either  way,  junk  bond 
look  like  a  good  place  to  be  right  nm 
for  yield-hungry  investors. 
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itonishingly  Fresh  and  Imaginative  Approach  to  Understanding  Money, 
rer,  and  Business.  Written  Especially  for  Today's  Leadership  Generation. 


he 
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just  some  of  the  subjects  covered  in 
tier  issue— all  typical  of  the  stimu- 
;as  you'll  get  in  copy  after  copy: 


a  country  that  has  gone  through  a 
j,  convulsive  period  that  left  it  an 
basket  case.  Russia  1992?  No.  America 
imaginative  steps  we  took  then,  some 
red  years  ago,  could  save  Russia  today. 


stan  rELTSDf,  MEET  ALEXANDER 

3thii  rON  by  Jude  Wanniski. 


EVROLET 
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20s  GM  was  a  hungry  number  two  that 

perceived  a  changing  marketplace  and 
[■  .locked  number-one  auto  builder  Ford, 
:  and  complacent,  from  its  number-one 

s  uncannily  similar  to  the  way  the 
n  )  beat  the  U.S.  auto  industry  in  the  70s 
troi 

ENERAL  MOTORS  BEAT  FORD 
K  Fenster. 


ORBES  and  American  Heritage 
announce  a  just-off-the-press, 
brand-new  quarterly  business 
magazine:  Audacity.  A  bright, 
bold  read  that  presents  lessons 
from  the  historical  vantage  point 
oi  American  Heritage,  with  the 
finger-on-the-pulse  business 
acumen  oi  Forbes. 

It's  a  must-have  magazine  filled 
with  lively,  useful  information 
about  American  business  that  we 
guarantee  will  put  a  whole  new 
perspective  on  how  you  look  at 
your  company  and  your  career. 

As  Ralph  Waldo  Emerson  put  it, 
"The  years  teach  much  which  the 
days  never  know." 


We  used  to  start  our  managers 
on  the  shop  floor.  Now  we 
start  them  off  in  business  school. 
By  forgetting  much  of  what  we 
long  knew,  and  divorcing 
operating  and  top  management, 
we  have  put  ourselves  in  severe 
Jeopardy. 

WHY  BUSINESS  HISTORY? 
An  interview  with  Alfred  Chandler. 


IBM's  Thomas  Watson  has  heard  praise  for  his 
accomplishments  all  his  life.  But  it  was  a  WW  II  Air 
Force  general's  scrawled  "Splendid!"  on  a  report  Watson 
wrote  as  a  young  pilot  that  meant  more  than  the  rest 
combined  and  galvanized  his  self-confidence 
MY  TURNING  POINT  A  regular  feature. 

Where  did  the  great  companies  that  failed  go  wrong? 
Why?  In  our  premier  issue:  the  rise 
and  fall  of  the  United  Fruit  Company, 
Aeromarine  West  Indies  Airways 
(America  s  first  international  airline 
and  RKO  Radio  Pictures. 
BOOT  HILL  Another  regular 
feature  in  every  issue. 
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free  copy,  call  1-800-825-0061.  Or  write:  Audacity,  P.O.  Box  6606,  Syracuse,  NY  13217 


Send  me  four  quarterly  issues  of  Audacity  for  just  $15!  Start  my  subscription  with  the  winter  issue  due  out  mid-December 
inclosed  is  my  check.  (  )  Please  charge  my  credit  card.  Circle  one:  American  Express     Visa     MasterCard 

Expiration  Date  


Title 
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guarantee:  If  the  first  Issue  you  receive  doesn't  live  up  to  your  expectations, 

it  free  of  charge  and  cancel  your  subscription.  Your  money  will  be  refunded  in  full. 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA? 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  I; 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 
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All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  fligl 

Find  out  more  about  this 
paradise  in  the  Fijis  and  ourj 
Special  Island  Exclusive. 
Laucala,  owned  and  operau 
by  Forbes  Magazine.  For 
more  information  write  U 
Errol  Ryland,  Manager,  5L 
Box  149,  Fort  Garland,  CC 
81133,  or  call  1-800-FORBFS 
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MONEY  &  INVESTMENTS 


'curities  backed  by  home  mortgages 
good  buys  now. 

eating 
reasurys 


Y  BEN  WEBERMAN 


i  Weberman  is  a  columnist 
IForbes  magazine. 


INTON'S  IMPENDING  ARRIVAL  in  the 

hite  House  has  made  the  markets 

rvous  about  inflation  and  high  in- 

rest  rates.  These  fears  have  made 

edium-term  Treasurys  into  attrac- 

e  buys.  They  have  made  mortgage - 

icked  securities  even  better  buys. 

Government   National    Mortgage 

sociation    passthroughs    have    no 

edit  risk,  since  they  are  govemment- 

aranteed    pools    of   government- 

aranteed  mortgages.   But  Ginnie 

aes  have  considerable  interest  rate 

sks  built  into  them — worse  risks,  in  a 

ay,  than  Treasurys — and  are  tricky 

r  novice  buyers. 

Because  of  the  interest  rate  risks, 
d  because  Ginnie  Maes  are  (unlike 
reasurys)  subject  to  state  taxes,  Gin- 
ie  Maes  yield  more  than  Treasurys  of 
omparable  maturity.  Now  here's  the 
;t>eauty  part:  These  spreads  over  Trea- 
urys  have  been  widening  lately,  to  1 
o  V-h  percentage  points.  Just  a  few 
months  ago  the  spreads  were  a  quar- 
er  of  a  point  narrower. 

What's  the  interest  rate  risk?  First, 

ike  any  fixed-income  investment,  a 

jinnie  Mae  will*  go  down  in  value  if 

!'  nterest  rates  rise  sharply.  On  top  of 


E$ 


'iat,  you  have  the  risk  that  homeown- 

rs  will  pay  off  their  mortgages  early — 

ch  they  are  especially  likely  to  do  if 


rhi 


interest  rates  decline.  Then  you  have 
chunks  of  principal  coming  back  at 
you  when  you  least  want  them. 

The  worst  thing  for  a  Ginnie  Mae 
owner  is  uncertainty  about  future  in- 
terest rates.  The  greater  the  uncer- 
tainty, the  greater  the  value  to  the 
homeowner  of  his  right — his  option, 
to  use  the  trader's  lingo — to  pay  off 
principal  early.  And,  the  greater  the 
value  of  the  homeowner's  option,  the 
less  the  Ginnie  Mae  is  worth. 

Nowadays  bond  traders  are  over- 
come with  uncertainty  over  the  future 
course  of  inflation  and  interest  rates. 
Commodity  prices  are  at  the  lowest 
level  in  six  years.  Unemployment  and 
unused  productive  capacity  are  keep- 
ing most  prices  down.  Global  compe- 
tition is  dampening  demand  for  U.S. 
exports.  All  this  points  to  low  interest 
rates.  But  at  the  same  time,  the  Clin- 
ton Administration  could  go  abso- 
lutely bananas  on  spending  and  run 
up  long-term  interest  rates. 

All  this  uncertainty  is  forcing  down 
Ginnie  Mae  prices  and  pushing  up 
their  yields.  I  think  the  fears  are  exag- 
gerated and  Ginnie  Maes  are  a  buy. 
The  7.5%  yield  on  the  30-year  Trea- 
sury bond  will  fall  to  7%  and  perhaps 
even  6.5%  over  the  next  year.  Long 
Treasurys  will  do  well  and  Ginnie 
Maes  even  better. 

Among  Ginnie  Maes  that  are  the 
most  active  are  newly  issued  ones 
carrying  a  7Vfe%  coupon,  which  re- 
cendy  traded  at  99%2.  These  are 
based  on  pools  of  8%  mortgages.  The 
pool  expires  when  the  last  mortgage  is 
paid  off,  nominally  in  not  quite  30 
years.  But  it  can  be  expected  that 
enough  homeowners  will  move  or 
refinance  to  greatly  accelerate  much 
of  the  principal  repayment.  Salomon 
Brothers  projects  a  weighted  average 
life  for  this  pool  of  not  quite  1 1  years. 
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That  gives  the  Ginnie  Mae  a  yield  to 
(projected)  maturity  of  7.7%. 

How  good  is  7.7%  these  days?  Not 
bad  at  all — it's  almost  a  full  percent- 
age point  better  than  the  yield  on 
Treasury  bonds  due  in  1 1  years. 

Don't  forget  that  if  you  buy  one  of 
these  things  you  are  giving  away  an 
option  to  a  bunch  of  homeowners. 
Figure  in  the  value  of  that  option, 
Salomon  says,  and  the  7V2%  Ginnie 
Mae's  yield  advantage  over  Treasurys 
shrinks  to  about  half  a  percentage 
point.  That's  still  a  pretty  good 
spread,  particularly  if  you  own  the 
Ginnie  Mae  in  an  IRA  or  Keogh,  where 
state  income  tax  is  not  an  issue. 

The  other  way  to  play  Ginnie  Maes 
is  to  look  for  an  older  pool  of  high- 
interest  mortgages.  For  example,  a 
10%  Ginnie  Mae  issued  four  years  ago 
was  recently  trading  at  1097/i6.  For 
this  one  Salomon  projects  a  four-year 
weighted  average  life  and  calculates 
that  the  security  is  yielding  about 
6.8%,  for  a  1.6-percentage-point 
spread  over  four-year  Treasurys. 
Dock  that  yield  for  the  option  value, 
however,  and  the  spread  shrinks  to 
0.9  percentage  points. 

Deepak  Narula,  vice  president  for 
mortgage  strategy  at  Lehman  Broth- 
ers, says  that  much  of  the  potential 
refinancing  in  these  10%  Ginnie  Maes 
has  already  occurred.  Thus,  you  could 
be  pleasantly  surprised  at  how  long 
those  fat  interest  checks  last.  But  still, 
given  the  higher  prepayment  risk  of 
high-coupon  Ginnie  Maes,  Linda 
Lowell,  a  vice  president  and  mortgage 
specialist  at  Smith  Barney,  Harris 
Upham,  urges  small  investors  to 
stick  to  issues  with  lower  coupons, 
where  principal  payments  are  slow 
and  predictable. 

A  simpler  strategy  is  to  buy  a  fund 
and  let  the  professionals  worry  about 
these  prepayment  models.  Among 
Ginnie  Mae  mutual  funds,  Vanguard 
Fixed  Income-GNMA,  thanks  to  its 
very  low  overhead,  consistentiy  ranks 
as  a  top  performer.  The  Smith  Barney 
U.S.  Government  Fund  is  another 
good  performer,  but  it.  has  a  sales 
load  of  up  to  4%. 

As  for  timing,  Narula  suggests 
buying  Ginnie  Maes  by  the  end  of 
this  year.  Early  in  1993  he  sees  an 
appreciable  narrowing  of  spreads  and 
a  decline  in  the  supply  of  mortgage- 
backed  securities,  m 
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In  the  1980s  stocks  with  heavy  foreign  exposure 
did  well.  That's  finished— for  reasons  that 
have  little  to  do  with  the  election  outcome. 

Buy  American 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


The  election  is  over,  and  for  better 
or  worse  that  uncertainty  is  behind  us . 
What  now?  Let's  look  for  clues  in  the 
action  of  the  stock  market,  the  market 
being  a  discounter  of  the  future.  What 
is  it  telling  us  now?  That  whereas  in 
the  1980s  foreign  economies  general- 
ly beat  the  American  economy,  in  the 
1990s  America  will  come  in  first. 

European  bankers  believe  they 
must  keep  interest  rates  high  to  de- 
fend their  currencies  and  fight  infla- 
tion. They  think  we  should,  too.  And 
that  our  dollar  is  "too  high." 

But  the  stock  markets  don't  seem 
to  agree  with  the  tight-money-ob- 
sessed Europeans.  The  stock  markets 
of  high  interest  rate  nations  are  doing 
terribly.  Germany,  the  philosophical 
leader  of  the  high  interest  rate  crowd 
(but  not  actually  with  the  highest 
rates),  has  seen  a  10%  drop  in  its  stock 
market  this  year.  Markets  like  those  in 
Italy,  Spain  and  Sweden,  with  the 
dearest  money,  are  down  more  than 
25%.  The  higher  the  rates,  the  worse 
the  stock  markets.  It's  perverse. 

Britain's  interest  rates  are  middlish- 
high  yet  slightly  lower  than  most.  So 
their  stock  market  is  flat  this  year, 
beating  the  other  Europeans.  We 
have  lowered  our  already  low  rates, 
and  the  mere  3.3%  gain  in  our  s&P  500 


is  leading  the  world's  major  markets. 

As  always,  among  U.S.  stocks, 
some  are  doing  better  than  others. 
The  primarily  domestic  ones  are  best- 
ing those  with  high  foreign  revenue, 
and  on  average  by  about  8%  this  year. 

I  think  this  trend  will  continue. 
Reasons?  First,  our  interest  rates  will 
keep  falling  under  the  new  Adminis- 
tration. Note:  The  big  drop  to  date 
came  via  zero  growth  in  the  money 
supply  in  the  last  three  years — actual 
tight  money — despite  dropping  rates. 
So  the  Fed  can  print  money  now 
without  causing  inflationary  pres- 
sures. By  my  figures,  a  one-time  10% 
boost  in  the  money  supply  in  the  next 
two  years  brings  the  last  five  years' 
average  growth  in  the  money  supply 
up  to  a  mere  1.9%.  Hardly  high  and 
inflationary. 

And  if  short-term  rates  merely 
don't  rise,  long  rates  must  fall,  as  they 
have  been,  because  the  spread  be- 
tween long  and  short  rates  is  at  record 
levels  historically. 

For  the  first  time  in  decades  we 
have  the  world's  cheap  money,  with 
that  trend  certain  to  continue  under 
the  new  Administration. 

So  prospects  for  the  domestic  econ- 
omy look  better  than  those  of  a  lot  of 
foreign  economies.  Focus  now  on 
stocks  doing  business  mainly  in 
America.  Some  I  like  now  include: 

Michael  Foods  (9,  o-t-c)  stock  is  less 
than  half  its  1991  peak.  It  has  been 
clobbered  by  weak  egg  and  french  fry 
pricing.  Why  is  it  I  somehow  suspect 
folks  will  keep  eating  eggs  and  fries? 
En  route  this  fundamentally  strong 
firm  will  again  grow.  At  38%  of  annual 
revenue  and  95%  of  book  value,  it  is 
too  cheap.  In  a  few  years  normalized 
profits  plus  depreciation  will  generate 
an  annualized  cash-on-cash  return 
against  current  prices  of  more  than 
20% — well  worth  waiting  for. 


Washington  National  Corp.  (22) 
up  lately,  but  flat  over  the  last  t 
years.  It  has  had  its  problems, 
investors  are  gun-shy  of  health  insu 
ance.  But  this  firm  has  restructure 
itself  and  is  doing  pretty  well.  At  75 
of  book  value,  40%  of  sales  and  aboi 
12  times  1993  earnings,  the  stoc 
should  keep  climbing  health  insu 
ance's  "wall  of  worry."  Its  dividen 
yield  is  4.9%. 

Air  &  Water  Technologies  Corj 
(13)  is  at  just  one -half  of  its  199 
peak.  By  1997  it  may  well  be  bac 
above  $30 — a  22%  annual  retun 
Why?  It's  cheap  and  a  top  vendor  i 
environmental  services — focused  tc 
ward  the  Clean  Air  Act,  which,  after 
slow  start,  should  generate  real  salt 
in  the  coming  years.  The  company  hd 
a  dab  or  two  more  debt  than  I  woul< 
like,  but  the  debt  is  stable  and  well 
structured,  and  interest  expense  i 
safely  covered  from  cash  flow.  Now 
a  hair  above  book  value  and  40% 
revenues,  and  after  a  long  decline,  th 
risks  don't  appear  huge. 

Adia  Services  ( 1 5,  o-t-c)  grew  rapi 
for  years,  but  has  stalled  since  199 
The  stock  dropped  to  half  its  198 
peak.  Aided  by  having  recently  replace 
and  improved  its  chief  executive,  A 
should  now  benefit  as  the  econo 
slowly  improves — like  all  the  tempor; 
help  industry.  With  the  stock  at  29% 
revenue  and  at  book  value,  it  shoul 
respond.  Its  p/e  seems  high,  but  if  i 
achieves  past  profit  margins,  it  is  no 
just  ten  rimes  future  earnings. 

The  auto  parts  replacement  worl 
hasn't  had  much  of  any  spark  for 
decade,  but  its  time  should  conic  i 
this  economic  recovery.  I  think  Sta 
dard  Motor  Products  (12)  may  maM 
4%  net  profit  margins  by   1CW5.  A 
book  value  and  30%  of  revenue,  th 
should   let  Standard   Motor's   Bt(X 
double,  or  even  more. 
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MONEY  a  INVESTMENTS 


Vhatever  economic  policies  the  next 
d ministration  follows,  your  money  will  do 
letter  elsewhere  than  in  housing. 


The  party's  over 
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\.  Gary  Shilling  is  president  of 

\.  Gary  Shilling  &  Co.,  economic  consultants 
Cm  Jnd  investment  advisers.  His  firm  publishes  Insight, 

3  monthly  newsletter  covering  the  business 
bac  outlook  and  investment  strategy. 


Thirty-year  single-family  mort- 
gages are  out  and  15 -year  mortgages 
are  in.   Homeowners  now  believe 


a  that  a  house  no  longer  combines  an 
abode  and  a  sure-fire  investment.  So 
rather  than  leverage  their  dream 
houses  to  the  hilt,  they  view  a  mort- 
gage as  just  one  more  debt  that  they 
want  to  pay  off  as  quickly  as  possible. 
Whatever  the  next  tenant  in  the 
White  House  does,  this  is  unlikely 
to  change. 

People  are  finally  catching  on  to  the 
fact  that  a  house  is  a  home,  not  a 
speculative  investment,  and  it's  amaz- 
ing how  slow  they  have  been.  I  guess 
the  long  postwar  climb  in  housing 
prices  made  it  difficult  for  most  to 
realize  that  the  fun  stopped  in  the 
early  1980s,  and  housing  has  been  a 
i  lousy  investment  ever  since. 

Sure,  housing  prices  have  risen  in 
the  meanwhile.  The  Census  Bureau 
r[(j  says  that  a  new  house  with  the  same 
number  of  bathrooms,  garage  spaces, 
etc.  rose  37%  over  the  1981-91  span. 
But  that  pretax  appreciation  was  more 
than  eaten  up  by  the  aftertax  cost  of 
mortgage  interest  plus  the  aftertax 
cost  of  the  interest  forgone  on  the 
average  downpayment  of  about  25%. 
This  is  so  despite  the  decline  in  mort- 
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gage  rates  from  15%  in  1981  to  9%  in 
1991.  And  it  occurred  in  every  year. 
Indeed,  annual  aftertax  financing 
costs  exceeded  pretax  appreciation 
by  an  average  4.1%  during  the  last 
11  years. 

You  still  may  think  that  owning 
puts  you  ahead  of  renting  because  of 
low  operating  costs,  but  I'm  sorry  to 
disillusion  you.  Commerce  Depart- 
ment data  show  that  rents  and  costs 
were  about  equal  in  the  late  1970s, 
but  since  then,  rents  have  grown 
much  more  slowly  than  mainte- 
nance, depreciation,  property  taxes 
and  other  operating  costs,  even  on  a 
pretax  basis.  Last  year  the  gap  be- 
tween rents  and  pretax  operating 
costs  was  about  12%. 

These  trends  will  continue.  As 
explained  in  my  Feb.  19,  1990  col- 
umn, the  four  pillars  that  supported 
postwar  housing  prices  have  all 
crumbled.  High  inflation,  that  great 
friend  of  real  estate,  is  long  gone, 
and  the  trend  is  to  lower  inflation 
rates,  if  not  deflation.  Generous 
lenders  are  all  broke  and  those  that 
remain  are  so  scarred  that  they  will 
be  adverse  to  real  estate  lending  for  a 
generation.  The  soft  spot  in  govern- 
ment's heart  for  housing  gets  harder 
with  each  S&L  bailout  appropriation. 
And  the  postwar  babies  are  all 
housed,  while  their  followers,  those 
in  the  prime  home-buying  age 
brackets  for  the  next  two  decades, 
are  few  in  number.  Nothing  that  a 
Clinton  presidency  might  do  will 
change  this  much. 

How  do  you  adapt  to  the  present 
and  future  reality  of  weak  housing 
prices?  If  you  are  a  potential  single- 
family  home  buyer,  look  on  a  house  as 
a  place  to  live,  not  as  a  super  invest- 
ment. Wait  until  the  kids  are  big 
enough  so  that  you  need  that  first 
house  before  you  buy  it.  Don't  pur- 
chase the  next  house  with  a  ballroom 


and  eight  bedrooms,  plus  servants 
quarters,  before  you  can  fill  it  up. 

Should  you  join  the  stampede  into 
a  15 -year  mortgage?  Yes,  if  you  have 
trouble  saving  money  and  need  out- 
side commitments  to  do  so.  With  a 
15 -year  repayment  period,  you  will 
pay  off  principal  and  build  up  capital 
much  faster  than  with  a  30 -year 
commitment. 

Otherwise,  opt  for  a  longer  mort- 
gage. You  will  have  your  cost  fixed  if 
inflation  and  mortgage  rates  jump 
later,  and  you  can  normally  make  ad 
hoc  prepayments  whenever  you  want 
without  penalty.  Better  still,  if  you 
agree  with  me  that  inflation  and  mort- 
gage rates  will  fall  further,  take  out  a 
cheap  variable  rate  mortgage  and  lock 
into  a  long-term  instrument  later  at 
much  lower  costs. 

If  you  are  older  and  don't  like  to  cut 
the  grass,  unload  your  money  pit  and 
move  into  an  apartment  sooner  rather 
than  later.  A  rental  apartment,  that  is. 
There  is  no  point  in  waiting  in  the 
single-family  house  for  appreciation 
that  won't  arrive. 

As  an  investor,  give  careful  consid- 
eration to  one  of  the  few  attractive 
real  estate  areas  for  the  1990s — rent- 
al apartments.  Not  very  many  are 
being  built.  And  demand  will  catch 
up  with  the  current  supply  glut  as 
young  families  stay  in  apartments 
longer  before  buying  single-family 
houses,  and  as  empty  nesters  move 
out  of  houses  and  into  rental  apart- 
ments sooner. 

Also,  think  about  manufactured 
housing  stocks.  Their  low-cost  prod- 
ucts will  attract  those  who  no  longer 
want  to  invest  in  more  house  than 
they  can  use. 

The  postwar  boom  in  housing 
prices  is  over  and  homeowners  finally 
realize  it.  It  won't  revive,  and  your 
money  will  do  much  better  elsewhere 
in  a  Clinton  Administration.  Wk 
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AMETEK,  INC.  N 

AMETEK  ACHIEVES  INCREASED  THIRD  QUARTER  SALES  AND  EARNINGS 

Paoli,  PA,  October  21,  1992  -  AMETEK,  Inc.  (nyse-AME) 
today  reported  earnings  of  $10.7  million,  or  25  cents  per 
share,  on  sales  of  $186  million,  the  highest  sales  total  for  any 
third  quarter  in  the  company's  history.  Earnings  in  the 
current  three  months  ended  September  30, 1992  represent  a 
13  percent  increase  over  net  income  of  $9.5  million  or  22 
cents  per  share  in  the  third  quarter  of  1991,  when  sales 
totalled  $170.5  million. 

The  improved  third  quarter  results  raised  AMETEK's  nine 
month  earnings  total  to  $33.8  million  or  77  cents  per  share  in 
the  current  year,  23  percent  ahead  of  the  $27.6  million  or  63 
cents  per  share  earned  in  the  first  nine  months  of  1991.  Sales 
in  the  recent  nine  months  reached  $578. 1  million,  nine  percent 
ahead  of  1991's  first  nine  month  sales  of  $531.7  million. 

"We  are  well  ahead  of  last  year  and  it's  obvious  that  1992 
will  be  a  very  good  year  for  AMETEK,  despite  the  lagging 
economy,"  according  to  AMETEK's  president  and  chief 
executive  officer  Walter  E.  Blankley.  "At  the  same  time,  the 
continuing  difficult  economic  climate  gives  us  concern  about 
the  strength  of  our  business  for  the  fourth  quarter.  At  the  end 
of  the  recent  third  quarter,  new  orders,  while  ten  percent 
ahead  of  last  years's  third  quarter,  were  only  about  three 
percent  better  than  this  year's  second  quarter. 

"The  pattern  in  the  third  quarter  showed  little  change  in 
the  performance  of  AMETEK's  manufacturing  operations," 
Mr.  Blankley  reported.  "The  Electro-mechanical  group — our 
electric  motor  businesses — continues  to  lead  the  charge 
with  their  ninth  quarter  in  a  row  of  comparative  record  sales, 
up  about  thirty  percent  over  last  year's  totals,  with  new  orders 
also  running  about  thirty  percent  ahead."  The  six  North 
American  and  three  European  plants  in  this  group  build 
motors  for  manufacturers  of  vacuum  cleaners  and  other 
appliances,  copiers,  computers  and  business  machines, 
high-efficiency  furnaces  and  medical  equipment  produced  in 
40  countries  worldwide. 

"Sales  of  the  Industrial  Materials  group  were  nearly  six 
percent  ahead  of  the  previous  year's  third  quarter  totals, 
although  they  were  essentially  flat  with  the  second  quarter  of 
this  year.  We  still  have  not  seen  the  generally  projected 
upturn  in  consumer-related  markets  significant  to  the  sales 
of  this  group,"  Mr.  Blankley  said. 

AMETEK's  Precision  Instruments  group  saw  sales  con- 
tinuing to  lag — down  nearly  five  percent  in  the  quarter — 
mainly  due  to  reduced  demand  for  aircraft  instruments 
from  commercial  airlines  and  the  military.  About  half  of 
the  Precision  Instruments  group's  $300  million  annual 
sales  is  in  instruments  for  aircraft  builders  and  airlines 
worldwide.  Mr.  Blankley  indicated  that  the  decrease  in 
this  market  has  been  partially  offset  by  increased  orders 
for  instruments  and  complete  electronic  instrument  pan- 
els from  truck  manufacturers. 

The  balance  of  the  Precision  Instruments  group — division 
that  produce  instruments  for  equipment,  process  plants  and 
refineries,  production  control  and  displays,  emissions  moni- 
toring and  gas  analysis — experienced  continuing  softness  in 
new  orders  in  the  third  quarter,  resulting  from  postponed 
capital  spending  projects  in  those  industries. 

Mr.  Blankley  said  that  AMETEK  expects  continued  strong 
performance  of  the  electric  motor  businesses  for  the  remain- 
der of  the  year  based  on  new  product  growth  and  additional 
market  share,  but  does  not  foresee  any  upturn  in  the  last 
quarter  for  either  the  Industrial  Materials  or  Precision 
Instruments  groups.  He  also  indicated  that  the  company's 
three  recent  acquisitions  would  not  have  any  significant 
effect  on  its  fourth  quarter  results. 

In  August,  through  its  U.K.  subsidiary  AMETEK  Filters  Ltd., 
:he  company  purchased  the  industrial  filtration  operations  of 
iurofiltec,  Ltd.  This  business,  with  its  manufacturing  and 
warehousing  facilities  in  Billingham,  England,  will  coordi- 
late  its  operations  with  the  company's  Wisconsin-based 


Plymouth  Products,  a  leading  producer  of  replaceable- 
cartridge  filtration  systems. 

In  mid-August  the  company  acquired  from  Akzo  Faser  AG 
the  unique  technology,  worldwide  patents  and  a  pilot 
production  plant  to  extrude  high-temperature-resistant  sili- 
ca fiber,  which  is  being  moved  from  Germany  to  AMETEK's 
Haveg  operations  in  Wilmington,  Delaware,  the  world's 
leading  producer  of  high-temperature-resistant  silica  fabric. 

Though  its  German  subsidiary,  in  early  October  the 
company  purchased  DebroMesstechnik  GmbH,  an  instrument 
manufacturer  and  marketer  located  near  Dusseldorf,  Germa- 
ny. AMETEK  said  it  expects  the  addition  of  Debro  to  strengthen 
its  instrument  distribution  in  European  markets. 

Including  these  recent  acquisitions,  AMETEK  employs 
more  than  6,200  people  at  32  manufacturing  plants  world- 
wide. The  company's  stock  has  been  traded  on  the  New  York 
Stock  Exchange  since  1930. 


Three  months  ended  September  30, 


Sales 

Net  income 
Earnings  per  share 
Dividends  per  share 
Average  shares  outstanding 


1992  1991 

$185,996,000  $170,489,000 

10,708,000  9,485,000 

.25  .22 

.17  .17 

44,140,160  43,942,661 


Nine  months  ended  September  30, 

1992  1991 

Sales                                       $578,078,000  $531,749,000 

Net  income                                  33,777,000  27,568,000 

Earnings  per  share                                .77  .63 

Dividends  per  share                               .51  .49 

Average  shares  outstanding           44,067,947  43,865,287 

In  the  last  four  consecutive  quarters,  AMETEK  has  reported 
earnings  of  $1.01  per  share. 

(Contact:  Darrah  Ribble,  Director  Public  Relations, 
AMETEK,  Inc.,  Station  Square  Two,  Paoli,  PA  19301.  Phone 
(215)647-2121.) 

ARCHER  DANIELS  MIDLAND  COMPANY  N 

MICHAEL  D.  ANDREAS  NAMED  VICE  CHAIRMAN  OF  ADM 

Decatur,  II.,  October  16,  1992— The  Archer  Daniels 
Midland  Company  today  has  named  Michael  D.  Andreas  to 
the  newly  created  position  of  Vice  Chairman  of  the  Board  of 
Directors,  which  is  added  to  his  duties  as  Executive  Vice 
President  of  the  Company. 

Andreas  joined  the  Company  in  1970  and  has  held  various 
positions  in  international  trade  and  processing  and  in  1980 
he  was  named  Group  Vice  President.  Andreas  was  elected  in 
1985  to  the  Board  of  Directors  and  named  Executive  Vice 

President  in  1989. 

ADM  EARNS  39  CENTS  A  SHARE  IN  FIRST  QUARTER 

Archer  Daniels  Midland  Company  today  reported  net 
earnings  of  $126,628,000,  equal  to  39  cents  per  share,  for 
the  three  months  ended  September  30,  1992,  based  on 
326,278,000  average  shares  outstanding.  This  compares 
with  earnigs  of  $126,501,000  equal  to  39  cents  per  share,  on 
326,968,000  shares  outstanding  in  the  same  period  a  year 
ago,  adjusted  for  the  5%  stock  dividend  in  September,  1992. 

Provisions  for  federal  and  state  income  taxes  for  the  first 
three  months  of  the  current  fiscal  year  were  $63,306,000, 
compared  with  $70,475,000  in  the  same  period  a  year  ago. 

(Contact:  Howard  G.  Buffett,  Vice-President  &  Assistant 
to  Chairman,  Archer  Daniels  Midland  Company,  Box  1470, 
Decatur,  IL  62525.  Tel:  217-424-5413.) 


ASHLAND  OIL,  INC.  N 

Ashland  Announces  Results  for  1992 

Fiscal  Fourth  Quarter  and  Year 

Ashland,   Ky,  October  22,   1992— Ashland   Oil,  Inc. 
(NYSE:ASH)  said  today  that  for  its  fiscal  fourth  quarter  ended 


September  30,  1992,  net  income,  excluding  unusual  it 
was  $12  million,  or  20  cents  a  share.  Sales  and  operj 
revenues  were  $2.8  billion.  For  the  1992  fiscal  year  el 
September  30,  net  income  excluding  unusual  items  was 
million,  or  $1.08  a  share.  Sales  and  operating  revenues 
$10.2  billion. 

However,  as  previously  announced,  Ashland  add 
Financial  Accounting  Standards  Board  Statements  No 
and  109,  effective  October  1, 1991,  resulting  in  a  net  cN 
of  $291  million,  or  $4.97  a  share,  against  fiscal  199J 
income.  In  addition,  other  previously  announced  sp 
charges  reduced  net  income  for  the  quarter  by  $109  mi 
or  $1.85  a  share. 

As  a  result,  Ashland  reported  a  net  loss  of  $103  mil 
equal  to  $1.75  a  share,  for  the  quarter  ended  Septembe 
1992.  In  the  quarter  last  year,  Ashland  had  net  income  ol 
million,  or  $1.07  a  share,  and  sales  and  operating  revenu 
$2.7  billion.  For  the  year,  Ashland  had  a  net  loss  of 
million,  or  $5.75  a  share.  In  fiscal  1991,  Ashland  hac 
income  of  $145  million,  or  $2.56  a  share,  and  sales 
operating  revenues  of  $9.9  billion. 

"Although  the  company  was  modestly  profitable  befor« 
accounting  changes  and  other  special  charges,  its  ow 
performances  for  fiscal  1992  was  disappointing,  prim] 
because  of  poor  results  from  Ashland  Petroleum  Compa 
said  Ashland  Chairman  and  Chief  Executive  Officer  Job 
Hall,  "However,  we  had  strong  results  from  several  of 
non-refining  businesses.  Looking  at  results  before  unt 
items,  operating  income  from  Valvoline,  for  example,  reac 
an  all-time  high.  APAC's  operating  income  increased 
percent,  while  both  Ashland  Exploration  and  Ashland  Chi 
cal  had  strong  years  although  their  operating  inc 
declined  slightly. 

Hall  said  Ashland  Petroleum's  poor  performance  was 
to  extremely  weak  refinery  margins  stemming  from  exd 
refining  capacity  and  soft  petroleum  product  demand, 
situation  was  made  worse  by  a  strengthening  of  heavy  en 
oil  prices  and  weakening  in  prices  for  asphalt  and  other  hn 
oil  products  produced  in  larger  quanties  from  heavy  crude^ 
Margin  weakness  persisted  all  year,  resulting  in  a  $34  mil 
operating  loss  from  Ashland  Petroleum  Company. 

"Soft  demand  also  plays  a  part  in  SuperAmeri. 
performance,  as  the  battle  for  greater  share  of  a  no-grrj 
market  led  to  weak  retail  gasoline  margins.  Operating  inci 
for  the  year  declined  to  $27  million.  However,  gaso 
margins  strengthened  in  the  fourth  quarter,  and  opera' 
income  doubled  to  $11  million,  compared  to  last  ye 
quarter,"  Hall  said. 

Most  of  Ashland's  other  non-refining  businesses 
strong  performances.  Valvoline  had  an  excellent  year,  *• 
operating  income  of  $52  million,  a  34  percent  incre; 
reflecting  higher  branded  motor  oil  volumes,  better  moto 
margins  and  profit  improvements  from  nearly  every  lini 
business. 

Although  down  slightly  from  1991,  Ashland  Chemical  II 
a  good  year  in  light  of  a  struggling  U.S.  economy.  Operatl 
income  totaled  $96  million  and  included  strong  perl 
mances  from  most  specialty  chemical  businesses  and  f 
plastics  distribution  business.  Results  from  Petrochemic 
and  the  Industrial  Chemical  and  Solvents  distnbu1 
business  declined  due  to  lower  margins.  Higher  environm 
tal  expenses  and  costs  associated  with  integrating 
recently  acquired  Unocal  distribution  group  into  our  busin 
also  contributed  to  lower  results  from  chemical  distribul 

Operating  income  of  $54  million  from  APAC  highv 
construction  operations  reflected  improvements  from 
majority  of  its  regional  operations.  Operating  income  li 
Ashland  Exploration  totaled  $33  million,  "a  good  perl 
mance  given  the  normal  decline  in  our  Nigerian  crude 
production,"  Hall  said.  He  added  that  tax  credits  for  nati 
gas  produced  from  Ashland  Exploration's  non-conventio 
wells  in  the  Applachian  region  also  added  $9  million 
Ashland  Oil  net  income. 


For  advertising  information  please  call  Sarah  Madison  (505)  275-1282  or  Virginia  Carroll  (212)  620-2339. 
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■ied  equity  income  from  coal  operations  more  than 
■i  $23  million.  Equity  income  of  $13  million  Ashland 
■y  equaled  that  of  last  year,  as  a  20  percent  increase 
■  old  substantially  offset  slightly  lower  margins. 
I  :ome  from  Arch  Mineral  amounted  to  $10  million, 

a  previously  reported  $8  million  gain  from  an 

settlement. 

nmary,  fiscal  1992  was  a  difficult  year,"  Hall  said. 

performance  by  our  non-refining  businesses  was 

i  offset  by  the  difficulties  experienced  by  Ashland 

the  accounting  changes  and  other  special 


ilens  % 
revenues 


laneid 


*ops  ig  ahead,  we  are  cautiously  optimistic  about  the 
I  the  majority  of  our  non-refining  businesses,"  he 
he  short-term  outlook  for  refining  is  less  encourag- 
ie  industry  continues  to  cope  with  overcapacity.  We 
refining  industry  shakeout  is  inevitable  and  that  the 
nts  we  are  making  now  in  strengthening  our  refining 
s  should  put  us  in  a  strong  position  to  benefit  from 
margins  in  the  future." 
Sjid  Oil,  Inc.  is  a  diversified  energy  corporation 
in  petroleum  refining,  transportation  and  market- 
il  gasoline  marketing;  motor  oil  and  lubricants 
_  chemicals;  coal;  highway  construction;  and  oil 
exploration  and  production. 


;xcept  per  share 
uditerj) 


ASHLAND  OIL,  INC. 

Three  months  ended 
September  30 


Year  ended 
September  30 


1992 


1991 


1992 


1991 


perating  reve- 
, .      ding  excise  taxes) 
Willi  lerating  revenues 
jy  excise  taxes) 

es  (including 

s) 

IPERATIONS 
come  (loss) ' 
snse-net 

ie  (loss) 
redit  (expense) 

,J  before  the 
:  effect  of 
[■changes 
mcj  effect  of 
changes2 

(loss)3 


'  MS 
«l 

nd. 
eavyci 


$2,830,107  $2,742,215  $10,210,818 
2,660,357  2,579,827  9,552,231 
2,842,676       2,758.392 


$9,866,614 

9,246,415 

10,267.660       9,923,225 


$  (147,024)     $  105,745 
(34,278)        $20,720) 


$   (62,599)     $  294,253 


2,932 
75,321 


(6,744) 
(15,764) 


(103,049) 


62,517 


(128,029) 
32,512 
89,818 


(68,298) 
(267,442) 


(115,273) 

13,852 

(47,834) 


144,5 


$  (103,049)     $   62,517    $   (335,740)     $  144,998 


OSS)  PER  SHARE 
s)  before  the 
effect  of 


Willi?  changes 
effect  of 
g  changes 

loss) 


$      (1.75)     $      1.07    $ 


(1.18) 
(4.57) 


$       2,56 


$      (1.75)     $      1.07    $       (5.75)     $ 


2.56 


f  IS 


X, 


IMON SHARES ANO 
S OUTSTANDING 


58,861 


58,390 


56,269 


[39  Ie  for  impact  of  unusual  items  on  1992  operating  income, 
jptfjl  tober  1, 1991,  Ashland  adopted  FAS  106,  "Employers'  Accounting  for  Postretirement 
"Tf  Than  Pensions",  and  FAS  109,  "Accounting  for  Income  Taxes". 


g  table  for  impact  of  unusual  items  on  net  income  and  earnings  per  share. 
ASHLAND  OIL,  INC. 


isesl 


M  Is  except  per  share 


Three  months  ended 
September  30 


Year  ended 
September  30 


laudited) 


1992 


1991 


1992 


1991 


at 


EXCLUDING 

TEMS 

'ges 

Enhanced  retirement 

f  ntal  provisions 
i-downs 
fed  reserves 

r.al  charges 


$  11,837        $72,675      $  63,829        $155,156 


(19,576) 
(25,290) 
(40,454) 
(23,309) 


(10,158) 


(19,576) 
(25,290) 
(40,454) 
(23,309) 


(10,158) 


>   i 

ill 


(108,629) 

(10,158) 

(6,257) 

- 

- 

- 

(6,257) 

- 

$(103,049). 

$62,517 

$       .20 

(185) 
(.10) 

$    1.24 
(.17) 

$     (1.75) 

$     1.07 

changes' 
-y.  ,:<  effect 
effect  as  of 

I   '"' 

ling  changes 

.  Jf  (LOSS) 

ER  SHARE 
>  (rj '.  excluding  unusual 

..iges 
i^Huiges 

"''♦e  (loss) 

1991,  Ashland  adopted  FAS  106.  Employers'  Accounting  for  Postretirement 
trier  Than  Pensions",  and  FAS  109,  "Accounting  for  Income  Taxes". 


(108,629) 
(23.498) 
(267,442) 

(10,158) 

(290,940) 

- 

$(335,740) 

$144,998 

$      1.08 

(1.86) 
(4.97) 

$     2.74 

(18) 

$     5.75) 

$     2.56 

(In  thousands  except  per  share 
data— unaudited) 


ASHLAND  OIL,  INC. 

Three  months  ended 
September  30 


Year  ended 
September  30 


1992 


1991 


1992 


1991 


SALES  AND  OPERATING  REVENUES 

Ashland  Petroleum 

$1,341,161 

$1,418,417 

$4,791,416 

$4,819,036 

Super  America  Group 

548,777 

536,569 

2,084,478 

2,165,652 

Valvoline 

228.844 

205,902 

900,027 

792,674 

Chemical 

658.401 

574,060 

2,487,800 

2,285,365 

Construction 

342,467 

302,820 

1.043.336 

1,019,158 

Exploration 

62,545 

72,483 

261.709 

323,309 

Intersegment  sales 

(352,068) 

(368,036) 

(1,357,948) 

(1,538,580) 

$2,830,107 

$2,742,215 

$10,210,318 

$9,866,614 

OPERATING  INCOME  (LOSS)' 

Ashland  Petroleum 

$   (69,811) 

$    55,628 

$    (96.667) 

$    137,045 

SuperAmenca  Group 

(37,927) 

5,540 

(24,896) 

31,459 

Valvoline 

9,604 

16,929 

50,048 

38,614 

Chemical 

10,482 

26,467 

61,101 

97,803 

Construction 

21.697 

14,681 

45,440 

40,782 

Exploration 

(11,062) 

9,729 

16,517 

40,602 

General  corporate  expenses 

(70,007) 

(23,229) 

(132,142) 

(92,052) 

$  (147,024) 

$   105,745 

$     (62.599) 

$  294,253 

EQUITY  INCOME  (LOSS) 

Arch  Mineral  Corp 

$     (2,142) 

$    (12.004)2 

$     9,550- 

$   (5.433P 

Ashland  Coal,  Inc. 

2,595 

4.509 

13,137 

15,020 

Other 

2,479 

751 

9,825 

4,265 

$     2,932 

$    (6.744) 

$    32,512 

$    13,852 

'See  following  table  for  impact  of  unusual  items  on  1992  operating  income. 

includes  a  loss  of  $1 1 ,005,000  (Ashland's  50%  share)  resulting  from  the  closure  of  the  Oven  Fork, 

Ky.,  mine  due  to  unfavorable  geological  conditions. 
'Includes  a  gain  of  $7,658,000  (Ashland's  50%  share)  from  insurance  proceeds  resulting  from  a 

fire  at  an  Illinois  mine. 


ASHLAND  OIL,  INC. 


i thousands- 


Income 
excluding 
-unaudited)      unusual  items 


Special 
charges 


Accounting      Income  as 
changes'        reported 


Three  months  ended  September  30, 1992 


OPERATING  INCOME  (LOSS) 
Ashland  Petroleum 
SuperAmenca  Group 
Valvoline 
Chemical 
Construction 
Exploration 
General  corporate  expenses 


$(12,434) 
11,385 
10,064 
19,611 
24,611 
4,966 

(21,995) 


$  (54,889) 
(48,571) 

(7,425) 

(15,825) 
(47,524) 


$  (2,488)     $  (69,811) 

(741)  (37,927) 

(460)  9,604 

(1,704)  10,482 

(2,914)  21,697 

(203)  (11,062) 

(488)  (70,007) 


$36,206       $(174,234)       $(8,996)     $(147,024) 


Year  ended  September  30, 1992 


OPERATING  INCOME  (LOSS) 
Ashland  Petroleum 
SuperAmenca  Group 
Valvoline 
Chemical 
Construction 
Exploration  w 
General  corporate  expenses 


$(33,691) 
26.650 
51.868 
96.088 
53,886 
33,194 


$  (54,899) 
(48,571) 

(7,425) 

(15,825) 


(82,541)         (47,524) 


$(10,087) 
(2,975) 
(1,820) 
(7,562) 
(8,446) 
(852) 


$  (98,687) 

(24,896) 

50,048 

81,101 

45,440 

(16,517) 


(2,077)      (132,142) 


$145,454       $(174,234)       $(33,819)     $  (62,599) 


'Effective  October  1, 1991,  Ashland  adopted  FAS  106,  "Employers'  Accounting  for  Postretirement 
Benefits  Other  Than  Pensions",  and  FAS  109,  "Accounting  for  Income  Taxes".  This  column  reflects 
the  current  year  impact  of  these  accounting  changes. 

(Contact:  William  P.  Hart),  Investor  Relations,  Ashland 
Oil,  Inc.  535  Madison  Ave.,  New  York,  N.Y.  10022.  Phone: 
(212)421-1250.) 


SEALRIGHT  CO  ,  INC.  O 

SEALRIGHT  EARNINGS  INCREASE  IN  THIRD  QUARTER 

OVERLAND  PARK,  KANSAS  (October  15,  1992) — Sealright 
Co.,  Inc.,  a  manufacturer  of  packaging  and  packaging 
systems  for  the  grocery  and  dairy  industries,  today  reported  a 
4.7  percent  increase  in  net  income  for  the  third  quarter  of 
1992.  Earnings  rose  to  $5.5  million  (50  cents  a  share)  from 
$5.3  million  (48  cents  a  share)  in  the  third  quarter  of  1991. 

Sales  in  the  third  quarter  increased  one  percent  to  $69.3 
million,  compared  with  $68.6  million  in  the  third  quarter  of  1991. 

Sealright  said  its  third-quarter  performance  reflected  im- 
provements in  operating  efficiencies  and  the  impact  of 
competitive  pressures,  cool  summer  weather  in  key  markets, 
and  a  labor  contract  dispute  at  its  Akron,  Ohio,  flexible- 
packaging  plant. 

In  Eastern  and  Northern  states,  a  cool,  damp  summer  slowed 
demand  for  frozen  dairy  dessert  packaging.  Competitive 
conditions  continued  to  pressure  prices  and  margins  in  the  third 
quarter,  but  this  was  partly  offset  by  significant  improvement  in 
operating  results  at  Sealright's  Los  Angeles  rigid-plastics  plant 
and  productivity  gains  in  its  core  business  facilities. 


The  contract  dispute  at  Jaite  Packaging  resulted  in  added 
out-of-pocket  costs  of  more  than  $150,000  for  the  quarter, 
Sealright  Chairman  Marvin  W.  Ozley  said.  Union  employees,  who 
staged  a  24-hour  strike  in  violation  of  the  contract  at  the  end  of 
the  second  quarter,  have  been  working  under  an  extension  of  a 
contract  that  expired  in  January. 

On  September  16,  the  union  notified  the  company  it  was 
terminating  the  existing  contract.  Since  that  time,  union 
employees  have  been  working  without  interruption.  Negotiations 
between  the  company  and  the  union  are  continuing.  Ozley  said 
the  company  is  unable  to  forecast  the  outcome  of  these 
negotiations  or  the  potential  cost  impact  the  dispute  could  have 
on  Sealright's  future  financial  results. 

For  the  first  nine  months  of  1992,  Sealright's  sales  increased 
3.8  percent  to  $207.4  million  from  $199.8  million  for  the  first 
three  quarters  of  1991. 

Net  income  for  the  nine-month  period  increased  13.5  percent 
to  $15.4  million  ($1.39  a  share)  compared  with  $13.6  million 
($1.23  a  share)  a  year  earlier. 

Sealright  is  North  America's  leading  supplier  of  packaging 
and  packaging  systems  for  ice  cream  and  other  frozen  dairy 
desserts.  The  company  and  its  subsidiaries  also  produce 
paperboard  and  plastic  packaging  and  labeling  for  a  variety  of 
food,  medical,  and  household  products. 

SEALRIGHT  CO.,  INC. 
3RD  QUARTER  COMPARISONS,  1992-1991 

For  the  period  ended  Sept.  30 
(in  thousands,  except  per-share  data) 

1992  1991 

Net  Sales                                         $69,282  $68,584 

Cost  of  Sales                                      51,007  51,839 

Gross  Profit                                     18,275  16,745 

Selling,  General  &  Admin.  Expense              7,883  6,786 

Operating  Income                             10,392  9,959 

Interest  Expense                                      671  872 

Other  Expense  355        388 

Income  Before  Income  Taxes                 9,366  8,699 

Provisions  for  Income  Taxes                      3,859  3,440 

Net  Income                                   $  5,507  $  5,259 

NET  INCOME  PER  SHARE  $0.50  $0.48 

AVERAGE  NUMBER  OF  COMMON  AND  EQUIVALENT 
SHARES  OUTSTANDING  11,096  11,087 

SEALRIGHT  CO.,  INC. 
NINE-MONTH  COMPARISONS,  1992-1991 
For  the  period  ended  Sept.  30 
(in  thousands,  except  per-share  data) 
1992 
Net  Sales  $207,369 

Cost  of  Sales  153,577 


Gross  Profit 
Selling,  General  &  Admin.  Expense 

Operating  Income 
Interest  Expense 
Other  Expense 

Income  Before  Income  Taxes 
Provisions  for  Income  Taxes 

Net  Income 


53,792 

24,569 

29,223 

2,181 

1,220 

25,822 

10,403 

$  15,419 


1991 

$199,832 

151,178 

48,654 

22,028 

26,626 

2,927 

1,109 

22,590 

9,009 

$  13,581 

$1.23 


NET  INCOME  PER  SHARE  $1.39 

AVERAGE  NUMBER  OF  COMMON  AND  EQUIVALENT 
SHARES  OUTSTANDING  11,090  11,083 

SEALRIGHT  CO.,  INC. 
CONSOLIDATED  BALANCE  SHEET  (UNAUDITED) 
(in  thousands, 

Comparisons  as  of 
Assets  Sept.  30, 1992  Sept.  30, 1991 


Total  Current  Assets 

Property,  Plant  &  Equipment  (Net) 

Other  assets 

$  65,182 
92,294 
16,136 

$  56,208 
87,176 
19,095 

Total  Assets 

$173,612 

$162,479 

Liabilities  &  Stockholders'  Equity 

Total  Current  Liabilities 

Long-Term  Debt 

Other  Liabilities 

Total  Stockholders'  Equity 

$  26,582 

35,229 

10,464 

101,337 

$  22,522 
40,649 
11,325 
87,983 

Total  Liabilities  & 
Stockholders'  Equity 

$173,612 

$162,479 

(Contact:  John  Wempe,  Vice  President-Finance,  Sealright 
Co.,  Inc.,  7101  College  Blvd.,  Suite  1400,  Overland  Park,  KS 
66210.  Phone  (913)  344-9000.) 
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MONEY  &  INUESTMENTS 


All  signs  point  to  a  continued  strengthening 

of  the  yen,  especially  versus  European  currencies. 

Crosscurrents 


BYANDREWJ.  KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  exchange  investment  management 

and  hedging/advisory  firm 

based  in  Englewood  Cliffs,  N.J. 

He  is  author  of  The  Money  Bazaar. 


In  these  turbulent  currency  mar- 
kets a  speculator  could  have  made 
money  by  being  simultaneously  long 
the  dollar  and  short  the  dollar. 

Does  that  sound  strange?  One  of 
the  more  common  misunderstand- 
ings about  the  foreign  exchange 
market  is  that  the  dollar  moves  up  or 
down  in  some  sort  of  uniform  pat- 
tern against  all  the  other  major  cur- 
rencies. Quite  to  the  contrary,  it  can 
move  one  way  against  one  currency 
and  another  way  against  a  different 
currency. 

Case  in  point  is  the  current  pound/ 
yen  relationship.  On  Sept.  14,  1992, 
£1  was  worth  235  yen.  Just  five  weeks 
later  that  same  pound  delivered  only 
196  yen;  almost  a  17%  loss  in  value. 
Over  the  same  period  the  pound  lost 
over  25  cents  versus  the  dollar,  so  the 
dollar  was  strong,  right?  Wrong.  In 
fact,  the  dollar/yen  rate  moved  from 
above  125  yen  per  dollar  to  120  per 
dollar  in  the  same  five-week  period — 
a  4%  loss  in  value. 

The  best  strategy  for  capitalizing 
on  this  huge  move  would  have  been 
to  ignore  the  dollar  and  simply  sell 
pounds  in  exchange  for  yen.  Many 
traders  and  investors  are  focusing 
increasingly  on  these  nondollar 
or    "cross-currency"    relationships, 
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which  compose  a  growing  proportion 
of  daily  global  trading  volumes. 

What's  behind  these  cross-curren- 
cy transactions?  As  with  more  tradi- 
tional dollar  flows,  cross-currency 
transactions  reflect  the  shifting  of 
funds  for  either  trade,  investment  or 
speculative  purposes.  Looking  at  Ja- 
pan as  an  example,  one  can  easily 
discern  a  tremendous  natural  flow  of 
money  from  Europe  and  the  U.S.  to 
Japan  because  of  Japan's  swelling 
trade  surplus.  Japanese  companies 
are  yen-based,  so  they  naturally 
translate  (through  foreign  exchange 
transactions)  their  sales  in  currencies 
such  as  marks  and  dollars  into  yen. 
On  the  other  hand,  there  are  often 
offsetting  capital  flows  from  the  yen 
into  other  currencies  that  reflect  the 
Japanese  investor's  appetite  for 
global  asset  diversification. 

Let's  focus  for  a  moment  on  the 
translation  of  pounds  into  yen.  This 
cross  transaction  creates  a  demand 
for  yen  (which  must  be  bought)  and 
a  supply  of  sterling  (which  must  be 
sold).  The  transaction  is  indepen- 
dent of  any  specific  dollar  impact.  If 
there  is  sufficient  nondollar-based 
demand  for  a  currency,  such  as  the 
yen,  then  at  some  point  that  de- 
mand will  dominate  an  otherwise 
offsetting  supply  of  that  currency 
versus  the  dollar.  All  of  these  cross- 
currents can  be  confusing  at  times, 
but  that's  hardly  surprising,  since 
the  currency  market  is  where  the 
global  demand  and  supply  for  all 
currencies  converge  in  a  massive 
pool  of  commercial,  investment  and 
speculative  interests.  These  cross 
plays  also  provide  wonderful  trad- 
ing opportunities  once  a  specific 
currency  relationship  becomes  ob- 
viously mispriced. 

The  recent  strength  of  the  yen 
versus  the  European  currencies  since 
September  makes  good  sense  from  a 
variety  of  standpoints,  and  the  Euro- 
pean currencies  should  continue  this 


0 

flt 


weakening  for  some  time.  In  particj 
lar,  the  recent  surge  in  currency  vo 
tility  caused  a  lot  of  Japanese  inv 
tors  to  dump  foreign  securities 
flee  to  the  relative  safety  of  domes 
holdings.  This  repatriation  proc 
generated  tremendous  demand 
the  yen,  which  was  further  support 
by  the  deteriorating  economic  cd 
ditions  spreading  through  Europe 
even  Germany,  the  prior  engine 
very  strong  demand  for  the  whc 
European    economy,    continued 
seemingly  inexorable  march  towa 
recession. 

Germany's  economic  picture  is  si 
ficiently  bleak  that  it  is  only  a  matter 
time  before  the  Bundesbank's  prio 
ties  shift  from  anti-inflationary  co] 
siderations  to  the  implementation 
pro-growth  measures.  This  anticip? 
ed  lowering  of  interest  rates  will  I 
followed  by  the  rest  of  Europe,  wi 
the  exception  of  the  U.K.,  which  h| 
already  initiated  an  aggressive,  stim 
lative  monetary  policy. 

This  broad-based  lowering  of  i 
terest  rates  in  Europe  will  contra 
sharply  with  economic  policies 
Japan,  which  is  very  near  the  compl 
tion  of  its  monetary  easing  cycle,  ar 
in  fact  has  already  shifted  to  fiscal^ 
expansive    programs    to    boost 
domestic  economy.  This  fiscal 
pansion  eventually  will  put  upwai 
pressure  on  Japanese  interest  ratd  ltdul 
The  net  result  of  these  policy  shit 
will  be  a  gradual  convergence  of  ii 
terest  rate  differentials  (in  favor  < 
Japan),  which  will  be  very  yen-su] 
portive,  as  Japanese  returns  becon 
relatively  more  attractive. 

From  a  trade  standpoint,  the  app 
ciation  of  the  yen  will  be  encourag 
by  the  European  authorities,  since 
stronger  yen  will  make  Japanese  e 
ports  more  expensive,  thereby  hel 
ing  to  redress  the  enormous  Eur 
Japanese  trade  imbalances. 

To  play  this,  I  recommend  buyi 
one    Philadelphia    Stock    Exchan 
March  73  deutsche  mark/yen  put  at 
price  of  38  ticks,  to  capture  an  expcc 
ed  mark  decline  against  the  yen. 

For  those  readers  who  followed  t 
trade  strategy  of  buying  an  Australi 
dollar  put  for  23  ticks  recommend 
in  my  Oct.  26  column,  I  suggfl 
taking   profits    on    one-half  of  tl 
position    at    the    current    price    j 
63  ticks.  ■■ 
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MONEY  a  INVESTMENTS 


lengthening  economy,  higher  corporate  profits 
d  better  dividend  growth  spell  an  improving 
)ck  market  in  spite  of  the  election  results. 


ood  news 
for  Clinton 
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Salomon  Jr.  is  chairman  and  chief  executive 
Salomon  Brothers  Asset 
nagement  Inc.  and  portfolio  manager  of 
jC  omon  Brothers  Capital  Fund  Inc. 
fojj  search  assistant:  Caroline  Davenport. 
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pffai|LTHOUGH  I  started  this  column  be- 
lK  ire  election  day,  I  wrote  it  on  the 
shjf  cpectation  that  Clinton  would  be 
j,  ir  next  president.  Thus  his  victory 
>es  nothing  to  change  my  view  that 
,r  993  will  be  a  good  year  for  investors. 
Even  without  the  election  uncer- 
linties,  gauges  of  sentiment  suggest 
lat  investors  are  deeply  troubled 
out  matters  economic,  financial 
ad  political.  With  confidence  at  low 
apb,  prices  of  many  issues  have  been 
1  ammered  down  by  30%  to  40%  at  the 
urc  lerest  whisper  of  disappointment. 

What  has  spooked  investors?  The 
in  conomy  is  gj-ving  everyone  some- 
thing to  complain  about.  The  now- 
{i[  ealized  prospect  of  a  Democratic  vic- 
tory was  a  major  worry.  Triple-dip- 
>ers  worry  that  we  are  headed  back 
!t|,nto  recession.  Consumer  confidence 
,lja  e>  low  and  banks  are  reluctant  to  lend. 
je  Commercial  real  estate  is  in  a  depres- 
sion. Unemployment  remains  high. 
Then  there  are  problems  in  the 
t|:apital  markets  to  fret  about.  Long- 
g-erm  interest  rates  have  backed  up. 
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Global  interest  rate  differentials  are 
destabilizing  the  currency  markets. 
Stocks  do  not  appear  particularly 
cheap  by  such  traditional  measures  as 
price/earnings  or  market/book  value 
ratios  or  dividend  yields.  The  supply 
of  new  equity  is  great.  Finally,  the 
political  situation  here  and  abroad  is 
unsettling.  It  is  by  no  means  yet  clear 
what  Clinton  will  do  as  President,  but 
there  isn't  a  lot  he  can  do  that  would 
change  economic  prospects  for  the 
next  several  months. 

Amidst  the  prevailing  gloom,  it  is 
worth  remembering  that  periods  of 
extreme  sentiment  typically  repre- 
sent opportunities  for  those  willing 
to  swim  against  the  tide  for  a  time. 
The  market  is  much  more  vulnera- 
ble when  investors  are  bubbling 
over  with  optimism  than  when  they 
are  mired  in  despair.  Today  there 
is  a  "strong  case  to  be  made  for 
buying  stocks. 

First,  there  is  the  economy.  A  reces- 
sion appears  quite  unlikely,  but 
growth  will  be  slow.  The  pace  will 
likely  be  frustrating  to  all  participants 
in  the  real  economy.  Such  a  gradual 
expansion,  however,  will  also  extend 
the  horizon  of  the  recovery.  Con- 
straints on  capacity — whether  physi- 
cal or  human — will  not  be  reached 
anytime  soon,  and  investors  can  look 
forward  to  several  years  of  growth  in 
place  of  a  few  dramatic  quarters.  Eco- 
nomic expansion,  combined  with  the 
double-barreled  beneficial  impact  of 
lower  borrowing  costs  and  reduced 
debt  levels  on  corporate  income  state- 
ments, as  well  as  improved  productiv- 
ity, will  produce  a  much  more  impres- 
sive rate  of  growth  in  corporate  profits 
than  most  forecasters  now  predict. 


These  factors  will  effectively  turn  2 
into  12:  Despite  real  economic 
growth  of  about  2%,  I  expect  aggre- 
gate earnings  to  rise  by  12%  to  15%  in 
1993  and  1994. 

Within  the  equity  market,  there  are 
no  obvious  signs  of  speculative  excess. 
Investors  are  responding  viciously  to 
earnings  disappointments.  Initial  pub- 
lic offerings  are  being  done — but  not 
easily.  Only  34%  of  investment  news- 
letters are  bullish — a  low  reading  by 
historical  standards.  Finally,  short  in- 
terest is  at  record  levels,  both  in  abso- 
lute terms  and  in  relation  to  daily 
trading  volume.  Cash  in  equity  mutual 
funds  is  close  to  10%,  and  rising.  Short 
interest  and  cash  levels  are  indicators  of 
bearish  sentiment — they  are  also  mea- 
sures of  potential  buying  power. 

What  about  all  those  new  stock 
issues?  It  is  true  that  they  are  swelling 
supply,  but  they  are  also  producing 
much  stronger  corporate  balance 
sheets.  Companies  are  reversing  the 
trend  of  the  1980s,  when  leverage  was 
used  in  such  spectacular  excess.  This 
massive  debt-for-equity  swap  is  much 
needed  and  long  overdue.  Moreover, 
the  level  of  issuance  is  accommodat- 
ing those  people  who  are  no  longer 
satisfied  with  the  3%  yield  offered 
them  in  money  market  funds. 

Corporate  dividend  payments 
have  been  stagnant  for  several  years, 
but  the  ability  to  pay  dividends  is 
now  improving  substantially.  Cor- 
porate balance  sheets  are  stronger, 
and  the  outlook  for  earnings  is  im- 
proving. I  expect  the  combination  of 
these  factors  to  boost  annual  divi- 
dend growth  to  8%  to  10%  over  the 
next  several  years. 

The  presidential  election  will  re- 
move rather  than  heighten  uncertain- 
ty. In  this  sense,  the  election  will  be  a 
stabilizing  influence  on  the  market. 

As  uncertainties  begin  to  dissipate 
and  investors  realize  that  fundamen- 
tals are  improving,  tht  market  is 
more  likely  to  break  out  of  its  trading 
range  on  the  upside.  I  expect  the 
market  to  provide  a  return  of  10%  to 
12%  over  the  next  12  months,  push- 
ing the  Dow  to  3500  or  3600.  A 
stronger  economy,  higher  corporate 
profits  and  better  dividend  growth 
will  all  contribute  to  the  upswing. 
Stocks  I  particularly  like  are  Tarn- 
brands  (66),  Jostens  (29),  Corning 
Glass  (37)  and  itt  (66).  Hi 
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FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  pinpoint  over 
200  extremely  vulnera- 
ble stocks  (rated  8  or  9) 
—including  some  very 
famous  names — which 
I  believe  could  "take  a 
MARTIN ZWEIG  bath"  at  any  time.  Ill 
rush  you  these  ratings  as  an  instant 
bonus  when  you  try  Zweig  Performance 
Ratings  Report... which  systematically 
rates  3,400  stocks  from  1  (the  top  5%) 
down  to  9  (the  worst  5%)  for  expected 
price  performance  in  the  next  6  to  12 
months.  Since  these  monthly  updated 
ratings  began  in  1976,  stocks  rated  1 
have  gone  up  3893.5%  vs.  only  2.4%  for 


stocks  rated  9.  The  ratings  cover  ail 
NYSE  and  AMEX  stocks,  plus  over  1 ,000 
OTC  stocks,  showing  the  current  Perfor- 
mance Rating,  recent 
Price,  Dividend  Yield, 
and  P/E  of  each.  Act 
now  and  I'll  also  send  a 
gift  copy  of  my  book, 
"Winning  on  Wall 
Street"  ($20  retail). 
Time  is  crucial. 

EXTRA  BONUS 
Three-Month  Trial  $45. 
One  Year  $205.  Visa/MC. 
1-800-535-9649  Ext.  9092 

ZWEIG  PERFORMANCE 
RATINGS  REPORT 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


PRESENTATION  EQUIPMENT 


$72 


The  most  advanced  pen  sized 

Laser  Pointer  Incredible  Low  Price 

INFINITER  U-__-  Q  RIPCC 

Don  t  Lose  Their  Attention!  „  _.  _      '_      '    _...„_ 

n      .  55  Oak  Court  Danville  CA  94526 

Bright  red  laser  dot  lets  your  audience  focus  on  Tei5i0  820  1763  Fax  510  820  8738 
your  topic  and  lets  you  direct  the  presentation 
Ideal  for  seminars,  classrooms  and  all  presentations 


CALL  800-854-6686 


Only 
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Receive  Value  Line 
for  only  $63:  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you  the 

2000-page  Investors  Reference  Library— Value  Line's  most  recent  Ratings  and  Reports  on 

1700  stocks  and  the  practical  guide  How  to  Invest  in  Common  Stocks.  You  will  also  receive 

analyses  of  about  130  stocks  each  week  for  10  weeks  forces  $55.  Available  only  once  every 

years  to  any  household.  SPECIAL  BONUS:  J.K.  LASSER'S  YOUR  INCOME  TAX  1993 

(Retail  price  $14.00).  With  your  subscription  you  will  receive  absolutely  free  J.K.  Lasser"s  Y( 

Income  Tax  1993  (528  pages)  with  •  hundreds  of  money-saving  tips  for  reducing  your  taxei 

complete  instructions  for  preparing  your  tax  return  •  year-round  financial  planning  advice 

hour  telephone  helpline  •  free  tax  update  supplement  with  forms  for  filing  and  late-breaking  t 

law  changes.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may 

be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 

name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

v(Ext  2903-Oept.  216G23)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 
7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  for  delivery. 
NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

711  3rd  Avenue 

NY,  NY  10017-4064 


VOICE  MAIL 


BUSINESS  OPPORTUNITIES 


BUSINESS  FINANCING 


LENDERS  WHO 

STILL  SAY 

YES! 


Over  5,000  aggressive  lenders  & 
equity  investors  on  computer  diskette. 
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EDUCATIONAL  SERVICE 


MBA  Degrees 

through  home  study  in  Mark* J 
Management,    Human    Resoutf 
Health  Care  Administration,  In 
national     Business.        Save    1 
effort  and   money  for  AA,   BB| 
MBA.     Get  the  facts  and  se« 
yourself.        Call     (800)    477-2| 
Southern  California  University, 
Fashion  Lane-#F,  Tustin  CA  9i 


J*  > 


M*** 
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X        VOICE  MAIL 
T*  TELEMARKETING 
4TCALL  PROCESSING 

Transfwm  your  PC/XT /AT/386  into  a  mulWme  voice  pro- 
cessing command  center  Intelligently  process  yo« 
sales,  inquires,  and  messages  Complete  package 

Multi-Line  (voice  solution)       $995 

SINGLE  LINE  IBigmOuthl  S295 

iOevelopet'OEM  parkagr.  available' 

VISA— MC— AMEX— COO 
FOR  SALES  OH  INFORMATION 

Call:  1-800-947-4884 

CAIl    15101  522-3800  •  FAX   1510)  522-5S56 
TALKING  TECHNOLOGY,  INC.   =R= 
WE  •MAMfOA  CA  94501     /// 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


$99 


plus 
state  fees 


Call  toll-free  today:  (800)  877  4224 
CORPORATE  AGENTS.  INC. 


INCORPORATE  IN  DELAWARE! 

Specialists  In  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

tXiuu* irr    Call/WrHe  ,or  FWEE  KIT: 

W^Rvistrv        po  Bo*  484-FB 
!|*  W'  y,    Wilmington,  DE  19899 

XM    bkl  80O321-CORP.302-652.4S532 


BUSINESS  OPPORTUNITIES 


NEW  MINERAL 

RECOVERY  SYSTEM 

captures  untapped  global 
wealth  at  1/3  costl  Gold, 
etc.  $159M+  profit  pot.  for 
JV  partner(s)  with  $2.6M. 
Patented.   814-255-6005. 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  I" 

Free  BuilncH  Catalog 

IIS    Government  Printing  Office 
Office  of  Marketing— Slop  SM 
Washingion    IX    20401 


COLLEGE  DEGRE 

BACHELORS  •  MASTERS  •  DOCTOI 
for  wort.  LHi  and 
EittntMt  •  No  Clai 
AMondanct  Rtouii 
1-800-423-32 
FAX  (310)  471 -6' 
or  mix)  detailed  mm 
lor  Free  Evtluition 

Pacific  Western  University 

600  N  Sepulvtdi  Blvd  Dtp!  185  Los  *ngeies  C*  » 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
|  Credit  (or  work./lile  exp.  •  Accredit 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

i  Mandevllle,  LA  70470-4C 
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JCELLANEOUS  FOR  SALE 


ESTMENT  GEMSTONES! 
=  kRANTEED  LIQUIDITY!!! 

1  &  sell  Diamonds  and  all  Precious 
nes.  Free  wholesale  catalog  since 
lember:  Jewelers  Board  of  Trade  & 
r  of  Commerce. 
HOUSE  OF  ONYX 
One  Main  Street 
Greenville,  Kentucky  4234S 
LL  FREE  1-800-626-8352 


FORBES  BINDERS 


cane 


CASE 


es 

Mi 


E  YOUR  COPIES  OF  FORBES 

custom-made  cases 
nders  protect  your 
>le  copies  from  dam- 
hey  hold  about  half  a 
issues.  Made  from  re 
3d  board  covered  with 
:r-like  material  in 
itle  is  hot-stamped 
I  Binders  have 
al  spring  mechanism 
d  snap-in  rods. 
5".  1-S7.95    3-S21.95 
rs:1-$995    3-S27.95 
R  FROM:  Jesse  Jones  Industries.  Oept  FB, 
ast  Erie  Ave..   Phila ,   PA   19134.   Enclose 
address  (no  P  O  Box)  &  payment  Add  $1  per 

&H  Outside  USA  $2  50  per  unit  (U.S.  funds 
Pa  residents  add  6%  sales  tax  Credit  card 
call  1-800-825-6690(mm  $15).  Please  allow 
weeks  lor  delivery  Satisfaction  Guaranteed. 


It  keeps 
_nore  than 
Iraemories 
alive. 
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THE  AMERICAN  HEART 

ASSOCIATION 
MEMORIAL  PROGRAM. 


VW  American  Heart 
V  Association 


This  space  provided  as  a 
public  service 


EXECUTIVE  GIFTS 


Jfc  Mold 
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CORPORATE  ITEMS 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hot,  the  Tilley'  floats,  ties  on,  repels  rain, 
won't  shrink  and  lasts. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing. 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff")   Refund?   Anytime. 

"fillcy  EnduraMcs  1-800-338-2797 

3525  Seneca  St.,  West  Seneca,  NY  14224 


Limited  Edition 
Unique  T-Shirts 

1,000  Printed-copyrighted  ©  M.  Meeker  '92. 
100%  Cotton/ White  Only.  Small,  Medium, 
Lg  &  X-Lg  $25.00  ea.  Catalog  on  Request. 
Marion  Meeker  28  Vesey  Street 
Suite  2264,  New  Ywk,  N.Y.  10007 


HAND  CARVED  MAHOGANY 

WARBIRDS 


•  16"  to  72"  models  ore  hand- 
crafted from  solid  mobogany  with 
handpointed  markings  and  details 

•  Over  160  models  in  stock 

•  Pnced  from  $99,50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 
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WOtU«  HADING  MUHS 

WRW 

ABOxurrtKS 

U255  Nor*  TWi  Sired 
icom.MeVpaA.A2  85260 
1602]  991)841   ^    » 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


THE  BUSINESS  CARD  THAT  LASTS  FOREVER. 

A  gift  of  a  Victorinox*  Classic  Swiss  Army  Knife  is  a  great  way  to  get  your 

business  associate  or  prospect  to  keep  you  top-of-mind.  It  is  guaranteed  to 

always  be  close  at  hand,  and  it  says  that  you  understand  the  value  of 

quality. 

For  a  free  mock-up  sample,  send  us  your  logo  or  imprint  message  (logo 

should  be  black  and  white  camera  ready  art)  and  see  how  the  business 

card  that  lasts  forever  can  work  for  you. 


CHRISTOPHER  ADVERTISING 

555  Goffle  Road 

Ridgewood,  NJ  07450 

1-201-447-620O       FAX:  1-201-447-2926 


CORPORATE  Apparel,  Luggage,  Accessories 


Custom  imprinted  or  Monogrammed! 


Call  or  write  for  our  Free  Catalogue. 
» 1-800-648-3699  *  Fax  (21 6)  847-6760 


F     I 

MANUFACTURING 


CHAMPAGNE /WINE 


PERSONALIZED    LABEL 


CHAMPAGNE 

<Jne  &u€  of  jooa  <Ja&te 

FULL  SIZE-LESS  THAN  $10 
SPLITS- LESS  THAN  $4 


Personalized  with 
your  message,  greeting 
and/or  logo  Wine 
and  non-alcoholic 
champagne  also 
available. 

CALL  OR  FAX: 
Private  Cellars.  Ltd 

2625  NorthChase  Parkway 
Wilmington,  NC  28405 

FAX  919-791-1066 


800-800-4436 


EDUCATION  &  TRAVEL 


CAMBRIDGE  UNIVERSITY  ENGLAND 


Summer  Programmes 
Teens  15-18  July  18-Aug.  7 
Adults  July  31  -Aug.  7 
at  Queens'  College 
800-922-3552  or  312-787-7477 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•Forward-tilt 

feature 
•Adjustable 

neck  rest 
•Built-in  adjustable 

lumbar  support 

To  fit  individuals  from  5'2"  up  to  6'6 


BackSaver  Call  1-800-251-2225 

fax  24  hrs.  1-808443-9609 

53  Icffrev  Ave.  FME.  Holliston.  MA  01746 


GRAND  CHOCOLATE 
PIZZA  m 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  Gift- Wrapped  Delivery  Available. 
Call  For  FREE  BROCHURE. 

(800H75-R.S.V.P. 


brbes:  Capitalist  Tool 


BREACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


PIlHHIYWMre 


EDITED  BY  THOMAS  JAFFE 


Dimmer  star? 

Sears,  Roebuck  &  Co.  may  have  lost 
its  merchandising  touch,  but  it  still 
knows  how  to  sell  a  business  at  the 
top.  To  boost  the  value  of  its  shares, 
the  retailer  plans  to  sell  up  to  20%  of 
its  Dean  Witter  Financial  Services 
Group  to  the  public  in  the  first  quar- 
ter of  1993.  The  other  80%  will  later 
be  spun  off  to  Sears  shareholders.  The 
business  includes  the  Dean  Witter 
Reynolds  brokerage  house  as  well  as 
the  Discover  credit  card. 

Smart  move,  says  Merrill  Lynch 
analyst  Daniel  Barry,  as  the  deal  will 
generate  cash  to  help  Sears  secure  its 
$2-a-share  dividend.  (Sears  stock, 
notes  Barry,  trades  more  on  its  yield — 
recently  4.7% — than  on  its  earnings.) 

But  investors  in  Dean  Witter  may 
be  in  for  a  disappointment.  On  a 
stand-alone  basis,  Dean  Witter  stock 
will  probably  command  a  multiple  of 
eight  to  nine  times  earnings.  But  for 
how  long?  True,  the  retail  brokerage 
has  made  record  profits  this  year  as 
individual  investors  got  out  of  T  bills 
and  CDs  and  flocked  to  the  stock 
market.  But  there  are  signs  this 
groundswell  is  ebbing.  In  the  third 
quarter,  discount  broker  Charles 
Schwab  cited  lower  trading  by  indi- 
viduals as  behind  a  41%  earnings  drop. 
Moreover,  the  brokerage's  margins 
are  well  below  those  of  full -service 
competitors  like  A.G.  Edwards. 

Then  there  is  Dean  Witter's  mutual 
funds  operation,  a  big  moneymaker. 
But  it  ranks  among  the  worst-per- 
forming large  management  groups, 
according  to  fund  tracker  Morning- 
star,  and  has  expenses  about  25% 
higher  than  the  industry  average.  As 
for  Discover  Card,  it  may  have  broken 
ground  when  it  was  introduced  in 
1 986  because  it  requires  no  annual  fee 
and  offers  rebates.  But  now  that  Gen- 
eral Electric  and  General  Motors  are 
getting  into  credit  cards,  Discover's 
incentives  do  not  look  compelling. 

Dean  Witter  was  a  star  in  Sears'  dim 
firmament,  but  alone  it  may  shine  far 
less  brightly.  -Marcia  Berss 

Bargains  in  IPOs? 

Investing  in  initial  public  offerings 
can  be  risky  business.  Chicago's  Wil- 
liam Dutton,  manager  of  the  highly 
successful  $85  million  (assets)  Skyline 
Special  Equities  fund,  doesn't  dis- 
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agree.  Nevertheless,  Dutton  goes  on, 
so  many  investors  were  burned  by 
overpriced  IPOs  earlier  this  year  that 
there  may  still  be  a  few  buying  oppor- 
tunities among  the  latest  crop  of  new 
issues.  "Because  there  was  a  real  bias 
out  there  against  initial  public  offer- 
ings," he  says,  "in  order  to  get  deals 
done,  underwriters  often  priced  them 
below  their  initial  filing  ranges." 

Some  examples  of  1992  ipos  that 
Dutton  has  made  good  money  on: 
Younkers,  a  $300  million  (sales)  de- 
partment store  chain  headquartered 
in  Des  Moines;  and  Nu-Kote  Hold- 
ing, a  $100  million  (sales)  Dallas- 
based  maker  of  typewriter  supplies. 
Younkers  went  public  in  April  at 
$12.50  a  share,  Nu-Kote  in  October 
at  $12  a  share.  Recent  o-t-c  prices: 
20%  and  14V2,  respectively.  Skyline  is 
up  22%  so  far  this  year. 

Dutton  is  holding  a  number  of  ipos 
that  have  yet  to  pop.  Take  $174  mil- 
lion (sales)  Alden  Press,  an  Elk  Grove 
Village,  111. -based  catalog  and  direct 
mail  printer  that  is  adding  capacity. 
Dutton  bought  the  o-t-c  stock  in  late 
August  at  $9,  after  its  offering  price 
was  reduced  from  the  $10  to  $11 
range.  Recent  price:  10.  He  thinks  the 
company  will  earn  $1  this  year. 

Dutton  also,  likes  $129  million 
(premiums)  American  Income  Hold- 
ing, a  Wilmington,  Del. -based  firm 
that  specializes  in  selling  life  insurance 
to  union  members.  Its  stock  was  orig 
inally  set  to  go  public  this  March  at 
around  $20  to  $22  a  share,  but  went 
off  instead  at  $19.  Recent  NYSE  price: 


183/4.  Dutton  estimates  American  _. 
come  will  earn  $2.10  a  share  in  19SJ  > 
and  $2.30  next  year. 

Another  IPO  Dutton  thinks  is  chejl 
is     Greenville,     S.C. -based     Kemi 
Corp.,  a  $290  million  (sales)  electric 
components  maker.  He  bought  tl 
stock  when  it  went  public  last  moni  , 
at  $10  a  share,  well  below  the  $12  t  \ 
$14  for  which  the  underwriters  earli« ;.  \ 
wanted  to  sell  it.  Recent  o-t-c  pric  pdity 
12V4.  -Christopher  Palme  iaspw 

After  the  Box  rebellion 

Dallas- based  Box  Energy  Corp.  ms  *\ 
be  small  (estimated  1992  revenue  CTlCifl 
$22  million),  but  it's  big  on  excitt  ^  h 
ment.  Take  the  lawsuit  that  potat  B;^c 
magnate    J.R.   Simplot,   who   owr  '0x: 
12.6%,  brought  in  federal  court  ijnf:;: 
Texas  on  behalf  of  all  investors  again.'  j  o\  ; 
Chairman   Cloyce   Box,  who  owr  I 
17%  (Forbes,  May  25).  The  suit  aj 
leged  that  in  1985  Box  took  an  oi 
pipeline  from  what  was  then  calle1 
OKC  Limited  Partnership — it  becarm 
Box  Energy  this  year — without  prop 
erly  compensating  investors. 

Thanks  to  the  litigation,  plus  a  larg 
gas  find  and  gyrations  in  gas  prices^ 
Box  Energy's  o-t-c  stock  has  pin 
ponged  from  around  6  in  late  1991 t 
over  18  by  mid- 1992,  and  back  to 
recent  11  Vs.  (There  are  17.6  millio 
Class  B  shares;  the  3.3  million  Class 
voting  shares  trade  thinly.) 

The  latest  chapter:  On  Oct.  29, 
jury  ruled  against  Cloyce  Box  an 
awarded  the  company  $28.5  millio 
Box  may  appeal,  but  the  betting  is  h 
will  settle  out  of  court. 

So  is  the  stock  a  long-term  buy 
Could  be.  With  the  judgment,  Bo 
Energy  can  now  get  on  with  selling  I 
$50  million  convertible  debenture  is 
sue.  It  urgently  needs  the  money  t 
develop  reserves  in  the  Gulf  of  Mexic 
that  bulls  speculate  contain  over  25 
million  barrels  of  oil  and  gas  equiva 
lents.  Box's  share  of  the  project  i 
about  27%;  its  partners  are  Maratha 
Oil,  Amerada  Hess  and  Louisian 
Land  &  Exploration.  Two  of  tli 
three  sites  already  produce  gas;  th 
third  and  most  promising  should  sta 
to  flow  early  in  1995.  Bulls  say  tin 
could  more  than  double  production 

But  analyst  Bryan  Dutt  of  New 
Orleans  based  I  loward,  Weil  Finan 
cial  Corp.,  who  put  a  sell  on  Box  neaij 

Forbes  ■  November  23,  199 


rcr 


thl 


CncajlBgh,  thinks  the  stock  is  currently 

'  valued.  "Even  allowing  for  a 

»le  jump  in  reserves  and  produc- 

'  he  says,  "the  stock  is  selling 

,  we  its  net  asset  value.  Most  of  the 

ectr>   r    exploration    and    production 

^  I  panies  I  follow  sell  at  a  discount." 


less  risky  bet  on  Box's  prospects 
be  those  $50  million  in  convert- 
debentures.  They  will  yield  about 
vhen  they  start  trading,  s&p  rates 
a  speculative  B-;  Moody's,  a 
-Howard  Rudnitsky 
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m[  dng  those  drug  stocks  that  have 

utal  m  a  pasting  this  year  is  $7.8  billion 

imated    1992    sales)    American 

me  Products  Corp.  Recent  NYSE 

e:  68,  down  around  20%  from  its 

k  alltime  high,  set  in  late  1991 . 

"he  whole  health  care  sector  has 

^  n  weak,  of  course  (see  p.  84),  but 

re  are  several  specific  issues  putting 

can  >'s  315  million  shares  under  pres- 

For  example,  there  is  concern 

r  how  soon  the  Food  &  Drug 

ministration  will  approve  the  sale 

generic  forms  of  Premarin,  Ameri- 

Home's  very  successful  estrogen 

lacement  drug.  Estimates  put  Pre- 

rin's    1992   sales,  worldwide,  at 

irly     $700     million.     Meantime, 

zer  recently  announced  plans  to 

/elop,  along  with  Procter  &  Gam- 

-     ,  a  new  drug  for  osteoporosis  that 

ni  mid  compete  with  Premarin. 

But  analyst  Patricia  Bank  of  New 

rk's  Mabon  Securities  thinks  these 

other  concerns  are  overstated. 

says  the  ability  of  generics  to 

dercut  Premarin  on  price  is  limited, 

cause  the  drug  costs  a  patient  only 

out  36  cents  a  day.  She  also  notes 

fat  ahp  will  soon  file  a  new  drug 

plication  for  Premarin  mpa,  a  next- 

neration    orat  combination    hor- 

one  replacement  product.  As  for  the 

oposed  Pfizer-P&G  drug,  Bank  says 

i^nay  not  reach  the  U.S.  market  until 

least  1995. 

Bank  expects  AHP  to  earn  $4.90  a 

ire  this  year,  up  1 3%.  She  looks  for  a 

icr  15%  gain,  to  $5.65,  in  1993.  If 

ii  le's  right,  then  the  stock  sells  for  just 

2  times  next  year's  anticipated  earn- 

gs,  at  the  low  end  of  its  historic  P/E 

nge.  Finally,  Bank  likes  ahp  for  its 

i  eld,  recendy  4.2%.  IB 
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Economic  Census  Due- 
Ifs  Required  by  Law 

A  successful  business  runs  on  sound  decisions.  Based  on  accurate 
data.  Every  five  years,  the  Economic  Census  gathers  information 
America  needs. 

If  you  receive  a  1992  Economic  Census  form,  respond  promptly. 

Your  company's  response  is  confidential.  It's  important.  And  it's 
required  by  law. 

1992  Economic  twm-Working  For  America 
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Order  A  New  Subscription 

(Allow  4-6  weeks  for  Address  Change. 

Please  quote  subscriber  number  on  address  label 

of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name 


New  Address . 
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NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $52 

□  3  Years  (81  issues)  $104 
In  Canada,  1  year  $90  Can. 

International,  add  $67  to  U.S.  annual  rate. 

Forbes 

P.O.  Box  10048 
Des  Moines,  IA  50340-0048 


FORBES  RECORDED 
FOR  THE  BLIND 

Forbes  is  now  available  on  4- 
track  15/16  i.p.s.  cassettes  for 
playing  on  machines  supplied 
by  any  regional  Library  for  the 
Blind.  (The  cassettes  will  not 
run  on  a  standard  player.)  Each 
issue  is  recorded  in  full  and 
cassettes  are  marked  in  braille 
and  printed  with  the  date  of  the 
issue.  To  order  a  one-year  sub- 
scription, send  $35  to: 

Recorded  Periodicals,  Associ- 
ated services  for  the  Blind,  9 1 9 
Walnut  St.,  Philadelphia,  PA 
19107  or  charge  to  VISA  or 
MasterCard  by  calling  (215) 
627-0600,  Ext.  208. 


NOW  READY 


THE  3-VOLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  three-volume  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  opens  up  a 
browser's  heaven.  Each  and  every 
thought  strikes  a  spark  of  plea- 
sure by  its  originality  and  felicity  of 
expression.  The  range  is  virtually 
limitless.  There  are  gems  on  Early 
Rising,  Economists  and  Eternity. 
The  selection  is  equally  sparkling 
on  Manufacture,  Meddling,  and 
Men  Of  The  World.  It  offers  pure 
gold  on  Wage  Structure,  Wine, 
and  Worry.  Contributors  range 
from  the  earliest  thinkers  to  the 
present  day. 

The  three-volume  set,  printed 
on  fine  quality  stock,  bound  in  blue 
cloth  and  housed  in  a  handsome 
matching  slipcase,  is  the  quintes- 
sential bedside  companion  with 


over  10,000  meticulously  culled 
quotes  from  the  world's  greatest 
authors. 

The  set  also  makes  an  ideal 
holiday  or  birthday  gift  for  business 
associates,  friends  and  those 
hard-to-please  colleagues  on 
your  list.  It  is  a  pleasure  to  read, 
whether  you  choose  to  sample  a 
random  few  inspirational 
thoughts  at  a  time  or  to  pursue  a 
more  charted  course  with  the  aid 
of  both  subject  and  author  indexes. 

When  so  many  choices  in  busi- 
ness gifts  wear  out  their  welcome 
instantly,  the  three-volume 
"Thoughts"  will  surely  be  cher- 
ished for  a  lifetime.  The  cost  in- 
cluding slipcase  and  shipping  is 
$49.50.  To  receive  your  edition 
or  send  it  as  a  gift,  simply  fill  out  and 


return  the  coupon  below.  The 
company  of  the  greatest  writers 
and  thinkers  awaits. 

□  binding  in  green  cloth  with 
gold  imprint 

□  green  cloth  slipcase  to 
match  binding  at  no  additonal 
charge 

□  indexed  by  author  and  sub- 
ject 

□  authors  span  whole  range 
of  civilization  from  classical 
Greece  to  our  own  times 

□  over  1 ,500  pages,  over 
10,000  quotations 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


THE  ONE  VOLUME 
EDITION 

For  those  who  may  wish 

to  take  "Thoughts"  on 

their  travels,  a  single  volume 

edition  containing  about 

a  third  of  the  material 

in  529  pages  is  also 

available.  Please  check 

the  appropriate  box  on 

the  order  form. 


Forbes  Books,  P.O.  Box  11234,  Des  Moines,  I A  50340 

Reserve  my  set  of  the  new  3-volume  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $49.50.  Ship  to  the  address  shown. 


□  Check  enclosed 


Name 


(please  print) 


□  Charge  my  credit  card 

□  AmEx 

□  MasterCard 

□  Visa 


Address 


Apt.  # 


No. 


Exp.  Date . 


City  State  Zip 

□  Please  send  the  one  volume  edition  instead.  Price  $19.50  includes  shipping  and  handling 

Please  add  sales  tax  in  New  York  State  and  other  states  where  applicable. 
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more  things  change . . ." 
fears  ago  in  Forbes 

/l  THE  ISSUE  of  Nov.  25, 1922) 

;re   is   enough    [optimism   in] 

to  warrant  uttering  a  word  of 
ing  to  those  who  are  laying  their 

on  the  basis  of  a  coming  boom, 
entally,  such  a  boom  as  many 
le  are  predicting  would  be  ex- 
ely  regrettable,  as  it  would  bring  a 
idescence  of  many  grave  econom- 
mplications  and  end  in  disaster." 

progress  whatever  is  being 
towards  a  solution  of  our  for- 
debt  problem,  and  it  is  now 
ing  to  be  recognized  by  thought - 
eople  that  no  settlement  can  be 
tied  on  the  terms  laid  down  by  the 
on  our  statute  books." 


years  ago 

)M  THE  ISSUE  of  Nov.  15,  1932) 

/ake  up  dealers  by  showing  them 

Soil  burners  can  be  sold,  and  are 
ig  sold.'  That  is  the  watchword 
:h  the  Williams  Oil-O-Matic 
iting  Corp.  of  Bloomington,  111. 
set  up  for  its  sales  campaign  this 
Result:  1932  is  expected  to  be 
•of  the  company's  best  years  and 
bably  will  pass  1931  both  in  sales 
in  profits." 


uristic  bus  to  haul  weary  visitors 
tind  1933  Chicago  World's  Fair. 


l  October,  for  the  first  time,  Phila- 
phians  crowded  into  Wanamaker's 
v  store  for  men.  .  .  .  The  store, 
imed  to  be  the_  largest  of  its  type  in 
:  world,  occupies  eight  floors  of  a 
story  building.  Unusual  features 
a  range  of  merchandise  which 
ludes,  besides  street  and  sports 
thing,  complete  equipment  for  all 
3its;  a  floor  devoted  to  women's 
jrtswear;  an  information  service  on 
t-minute  hunting  and  fishing  con- 
ions  in  well-known  haunts;  a  to- 
cco  shop;  a  barber  shop;  and  nu- 
rous  lounging  rooms  and  special- 
:d  departments.  ..." 


50  years  ago 

(From  the  issue  of  Nov.  15, 1942) 
"Today,  as  during  the  last  war,  we  are 
in  the  midst  of  a  war  boom.  With 
wages  and  employment  at  a  peak, 
young  couples  are  finding  the  eco- 
nomic security  necessary  to  raising  a 
family,  and  the  stork  is  soaring  to  a 
new  high." 


World's  largest  propeller,  designed 
to  pull  a  1942  Navy  flying  boat. 


"Despite  all  official  exhortations  to 
save  and  save,  despite  systematic  war 
bond  purchasing,  despite  the  levying 
of  lower- bracket  income  taxes  upon 
upwards  of  10  million  heretofore  ex- 
empt, despite  the  5%  Victory  Tax  and 
the  possible  imposition  of  additional 
withholding  taxes,  it  can  be  taken  for 
granted  that  the  vast  multitudes  of 
individuals  and  families  finding  them- 
selves more  opulent  than  they  ever 
imagined  will  spend  a  large  part  of 
their  new-found  wealth." 


years  ago 
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(From  the  issue  of  Nov.  15, 1967) 
"Eddie  Rickenbacker  was  a  tough 
guy.  He  built  an  airline,  but  he  couldn't 
sustain  it.  Eastern  had  to  bring  in  peo- 
ple who  could  doll  up  the  hostesses,  put 
out  a  good  meal  and  insist  on  the  caring 
functions.  The  kind  of  guy  who  was 
good  at  building  a  railroad  or  airline 
from  nothing  isn't  necessarily  the  kind 
who  can  sustain  it." 
-Menninger  Clinic's  Harry  Levinson 

"In  response  to  Department  of 
Transportation  prodding,  State 
Farm,  the  biggest  auto  insurer,  will 


make  complete  annual  breakdowns 
showing  what  types  of  cars  are  in- 
volved in  serious  accidents.  .  .  .Trans- 
portation officials  hope  certain  types 
of  equipment .  .  .  can  be  pinpointed 
as  particularly  dangerous." 

10  years  ago 

(From  the  issue  of  Nov.  22, 1982) 
"The  U.S.,  indeed  the  entire  indus- 
trial world,  is  profoundly  changing  the 
way  it  uses  men  and  materials,  capital 
and  manufacturing  processes.  We  are 
undergoing  what  economists  call  a 
structural  change,  touched  off  by  a 
spurt  in  energy  prices  but  stemming 
from  even  more  fundamental  causes. 
Take  the  downsizing  of  American 
automobiles — an  energy- driven  phe- 
nomenon much  written  about  but 
only  dimly  understood.  It  began  with 
the  need  to  save  gasoline.  It  is  ending 
with  a  saving  of  everything — rubber, 
steel,  glass  and  above  all  labor." 


Stork  in  trouble:  In  1982  the  average 
U.S.  woman  bore  1.8  children,  versus 
3.7  in  the  Forties  and  Fifties. 


"Don't  be  misled  by  the  recent  mi- 
nor upsurge  in  births.  Since  there 
were  a  record  number  of  girls  born  in 
the  post- World  War  II  baby  boom,  a 
brief  upsurge  now  was  predictable. 
But  with  the  average  woman  having 
1.8  children,  as  opposed  to  3.7  in  the 
Forties  and  Fifties,  there  just  won't  be 
another  boom.  Indeed,  demogra- 
phers believe  that  birthrates  have  hit 
their  peak.  .  .  ."  m 
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/  haven't  a  clue  about  the 
biology  or  the  psychology 
involved  when  a  person 
dissolves  into  tears,  but 
it  is  quite  fascinating 
to  note  what  turns  them  on. 
There  are  wives  who  can 
cascade  over  a  late  husband 
or  a  burned  dinner,  and 
equally  pour  tears  of  joy 
over  a  new  bonnet  or  a 
renovated  bathroom.  .  .  . 

A  while  ago  I  took  a  ship 
back  from  Europe.  Amid  the 
tumbling  confetti ...  7 
found  myself  misty-eyed 
watching  a  young  lady 
waving  a  tearful  farewell  to 
her  boyfriend  on  the  dock. 
I  couldn  yt figure  out  if  I  was 
crying  at  her  plight,  or 
in  delight  that  he  wasn't 
coming  along  with  us. 


-Malcolm  Forbes 


A  Text ... 

< 

But  ye  are  a  chosen 
generation,  a  royal 
priesthood,  an  holy 
nation,  a  peculiar 
people;  that  you  should 
shew  forth  the  praises 
of  him  who  hath  called 
you  out  of  darkness  into 
his  marvellous  light. 
-I  Peter  2:9 


Sent  in  by  James  Womack, 
Medford,  Ore.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


There  is  nothing  which 
we  receive  with  so  much 
reluctance  as  advice. 
-Joseph  Addison 

Advice:  The  suggestions 
you  give  someone  else 
which  you  hope  will  work 
for  your  benefit. 
-Ambrose  Bierce 

Never  play  cards  with  a  man 
called  Doc.  Never  eat 
in  a  place  called  Mom's. 
Never  sleep  with  a  woman 
whose  troubles  are  worse 
than  your  own. 
-Nelson  Algren 

Teeth  placed  before  the 
tongue  give  good  advice. 
-Italian  proverb 

A  bad  cold  wouldn't  be  so 
annoying  if  it  weren't  for 
the  advice  of  our  friends. 
-Kin  Hubbard 


Advice  is  like  castor 
oil,  easy  enough  to  give 
but  dreadful  uneasy 
to  take. 
-Josh  Billings 

It  is  an  easy  thing  for 
one  whose  foot  is  on 
the  outside  of  calamity 
to  give  advice  and  to 
rebuke  the  sufferer. 
-Aeschylus 

In  those  days  he  was 
wiser  than  he  is  now; 
he  used  frequently  to  take 
my  advice. 
-Winston  Churchill 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


The  graveyards  are  full 

of  women  whose  houses  were 

so  spodess  you  could  eat 

off  the  floor.  Remember, 

the  second  wife  always 

has  a  maid. 

-Heloise  Cruise 

Advice  after  injury  is  like 
medicine  after  death. 
-Danish  proverb 

The  toad  beneath  the 

harrow  knows 
Exacdy  where  each 

tooth  point  goes; 
The  butterfly  upon 

the  road 
Preaches  contentment 

to  that  toad. 
-Rudyard  Kipling 

We  are  so  happy  to  advise 
others  that  occasionally 
we  even  do  it  in  their 
interest. 
-Jules  Renard 

When  we  feel  a  strong  desire 
to  thrust  our  advice  upon 
others,  it  is  usually  because 
we  suspect  their  weakness; 
but  we  ought  rather  to 
suspect  our  own. 
-Charles  Caleb  Colton 

You  will  always  find  some 
Eskimos  willing  to  instruct 
the  Congolese  on  how  to 
cope  with  heat  waves. 
-Stanislaus  Leg 

Old  men  are  fond  of  giving 
good  advice  to  console 
themselves  for  their 
inability  to  give 
bad  examples. 

-LA  ROCHEFOUCAUI  D 

The  only  thing  to 
do  with  good  advice- 
is  to  pass  it  on; 
it  is  never  of  any  use- 
to  oneself. 
-Oscar  Wn  or 
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Today's  automotive 
marketplace  is  crowded 
with  stylish  4-door  sedans 
—  each  promising  you 
luxury,  comfort,  quality 
and  value. 

There  is  one  car  that 
stands  out  from  this  crowd 
the  Buick  Regal  Sedan. 

AsJ.D.  Power  and 
Associates  discovered  in 
its  1992  Initial  Quality 
Study,SM  no  car  in  its  price 
class,  foreign  or  domestic, 
has  higher  initial  quality 
than  Regal  Sedan.* 


According  to 

J.D.  Power  and 

Associates,  the 

Buick  Regal  Sedan 

has  the  highest 

initial  quality 

of  any  car 

in  its  price  class. 


BUICK9 

The  New  Symbol  For  Quality 
In  America. 


Proving  that  when  you 
experience  the  luxury  and 
quality  of  a  Regal  Sedan,  you 
are  truly  traveling  first-class. 

For  more  information  on 
Buick  Regal  quality,  call 
l-800-4A-BUICK.Orsee 
your  Buick  dealer  for  a  test 
drive  today. 

'Based  on  33,573  consumer  responses  indicating 
owner-reported  problems  during  the  first  90  days 
of  ownership.  Price  class  claim  based  on 
$17.001-$22,000  price  class  category. 

©1992  GM  Corp.  All  rights  reserved. 

®  Regal  is  a  registered  trademark  of  GM  Corp. 
Buckle  up,  America! 
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When  Lisa  was  born 

her  kidneys  didn't  work. 

So  we  helped  Lisa's  mother 

learn  to  care  for  her. 


It  saved  $200,000 
in  hospital  costs. 
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srfect  pitch  in  skirts,  our 
Lrberrys®  striped  broadcloth, 
itly  syncopated  with  a  white 
[liar.  Navy  or  burgundy,  65.00 
lavy  silk  necktie  in  woven 
|jares,  58.50  Holiday  indulgences 
good  friends  or  yourself. 
|fth  Avenue.  Red  Rose  Service 
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hey  tell  a  story  around 

Whitefish,  Montana  about  the  friends  who 

stopped  by  for  a  drink  and  didn't  leave 

until  the  April  thaw. 


Perrier.  Part  of  the  local  color. 
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I  .     M  A  G  N  I  N 


I  had  hoped  to  avoid  bothering 
my  friend  Bernie — he's  70  and  not  in 
the  best  of  health,  but  he  was  my  last 
resort.  The  subject  was  cons,  as  in 
confidence  men. 

Detective  Tony  Zavosky  of  the 
District  Of  Columbia  Police  Depart- 
ment's Check  and  Fraud  Squad  had 
been  kind  enough  to  walk  me 
through  the  techniques  of  such  clas*- 
sic  confidence  games  as  the  "Pocket 
Book  Drop,"  the  "Handkerchief 
Switch"  (with  its  variant,  the  "Span- 


G.Gordon  Liddy 


Pros  And  Cons: 

The  Yellow  Kid's 

Driver  Explains 

It  All  For  You 


ish"  handkerchief  switch),  the  "Bank 
Examiner"  and  the  "TV  Swindle." 
Because  all  but  the  latter  involved 
inducing  the  victim  to  withdraw  cash 
from  his  bank  to  be  placed  into 
envelopes  or  handkerchiefs  as  a  sign 
of  "good  faith,"  I  concluded  quickly 
that  FY  I  readers  would  be  offended 
by  the  implication  that  they  would  be 
so  stupid  as  to  fall  for  them. 

I  came  to  the  same  conclusion 
about  the  Gypsy  swindles  outlined  by      you  access  to  the  world  at  9600  baud. 
Detective  Tony  Cincotta  of  the      But  that  kind  of  knowledge  is  com- 


state-of-the-art,  high-tech  stuff. 
Wrong  again. 

"Ha!"  snorted  Ross  when  I 
explained  my  mission,  "I'll  give  you 
really  stupid:  the  higher  the  tech,  the 
less  they  care.  I  mean,  they  don't 
even  want  to  know!" 

"Run  that  by  me  again." 
•  "Look,"  said  Ross,  sounding  not  a 
little  exasperated,  "have  you  any 
idea  how  easy  it  is  to  con  the  tele- 
phone company?  Or  anyone  using  the 
telephone  company?" 

"Well,"    I 

said,  "I  know 

that    all   you 

need  to  do  is 

change      the 

crystal    in    a 

Radio  Shack 

hand-dialer  to  get  pay  phone  tones." 

"Small  potatoes.  What  do  you 

know  about  PBXs?" 

"Private  Branch  Exchanges'? 
Well,  I'm  told  that  they're  particular- 
ly vulnerable  if  they  provide  an  800- 
number  access.  Throw  up  a  PBX  or 
any  sort  of  out-dial,  deck  server  out- 
dial  hook-up  to  a  main  frame — 800 
number,  enter  a  name,  hit  return, 
type  in  'connect  Hays,'  and  it  gives 


Montgomery 
County  (Mary- 
land) Police.  How 
many  of  you  are 
going  to  move  the 
Mercedes  to  let  a 
bunch  of  Gypsies 
with  some  asphalt 
"left  over  from  a 
job  up  the  street" 
resurface  your 
driveway,  then  let 
them  in  the  house 
to  "use  the  bath- 
room," "get  a  glass 
of  water"  or  some 
other  pretext  so 
they  can  loot  your  bedroom  while 
you're  trying  to  keep  track  of  them 
all?  (Although  your  aged  mother 
might,  so  warn  her.) 


mon.  There  must 
be  a  way  to  pro- 
tect against  it." 

"Of  course 
there  is.  But 
you're  not  listen- 
ing to  me.  Mil- 
lions are  being 
stolen,  but  nobody 
cares.  As  a  matter 
of  fact,  when 
Mitsubishi  went 
to  AT&T  for 
help,  complain- 
ing that  it  was  un- 
able to  use  its  sys- 
tem been  use- 
thieves  were  using  all  their  trunk 
lines,  AT&T's  advice  w;is  to  rent 
more  trunks!" 

Thus  my  pilgrimage  to  Bernie's 


"Look"  says  my  source, 
"have  you  any  idea  how 

easy  it  is  to  con  the 
telephone  company?  Or 
anyone  using  the  tele- 
phone company?" 


Next  I  consulted  Jim  Ross,  of  place.  Bernie  and  I  served  a  lot  of 
Ross  Engineering,  reasoning  that  time  together  in  the  joint — prison,  to 
you'd  be  interested  in  the  latest,      you.  He  is  the  last  survivor  of  the 
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Four-button  virgin  alpaca 
jacket,  $  1995;  cable  and  rib- 
knit  cashmere  cardigan, 
$  1925  ;  pleated  narrow  - 
wale  corduroy  trousers, 
$395;  ostrich  gloves,  $  700. 
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viable  excluswely  at  Hermes  stores :  BEVERLY  HILLS.  BOSTON.  CHICAGO.  DALLAS.  HONOLULU.  HOUSTON.  NEW  YORK.  PALM  BEACH.  SAN  FRANCISCO.  TORONTO.  WASHINGTON,  DC 

Boutiques  du  Monde  d'Hermes  :  Baltimore,  Nan  Duskin.  Chicago,  Marshall  Field's.  Costa  Mesa.  £A,  Barneys  New  York.  Manhasset.  NY,  Barneys  New  York, 
lewjfsrk,  Barneys  New  York.  Palo  Alto,  CA,  I.  Magnin.  Philadelphia,  Nan  Duskin.  Seattle.  I.  Magnin.  Short  Hills.  NJ,  Barneys  New  York.  Westport.  £1,  Barneys  Ne 


New  York. 


We  are  pleased  to  consider  acquiring  unique  Hermes  products  and  custom  fabrications. 
Visit  the  Hermes  Boutique  closest  to  you  or  call  1-800-441-4488,  ext.  4310,  or  fax  1-212-826-2540. 


LAZARUS 


MAY  D  &  F 


MAY  COMPAt 


golden  age  of  confidence  games,  the 
period  between  the  two  world  wars. 
He  knew  and  worked  with  the  Gon- 
dolf  brothers,  actual  perpetrators  of 
the  great  con  immortalized  in  the 
Oscar-winning  film,  The  Sting,  and 
with  the  king  of  confidence  men, 
"The  Yellow  Kid"  Weil.  Bernie  was 
in  their  league. 

I'll  give  you  an  idea  of  how  good 
Bernie  is.  He  looks  like  just  what  he 
is:  a  short,  stocky  man  raised  in  an 
old  Jewish  neighborhood  of  New 
York  City.  Yet, 
not  long  ago, 
without  benefit 
of  makeup  or 
other  alteration 
of  appearance, 
he  successfully 
posed  as  a 
Japanese  busi- 
nessman. 

I  decided  not 
to  insult  Bernie 
by  referring  to 
the  "street  cons" 
and  the  Gypsy 
scams,   instead 

I  remarking  on  the 

|  astonishing  news 
from  Jim  Ross 
that  nobody 
cared  about  the 
huge  losses  to 
high-tech  tele- 
phone cons. 
Bernie  inter- 
rupted to  cor- 
rect me  imme- 
diately: 

"Hold  it," 
Bernie  com- 
manded, look- 
ing as  if  I  had 

just  desecrated  a  temple.  "You're 
talking  about  fraud,  not  a  con. " 
"What's  the  difference?" 
"Ever  hear  the  phrase,  'You  can't 
cheat  an  honest  man?'  Well,  that's  as 
wrong  as  'Crime  doesn't  pay,'  and 
'Speed  kills.'  If  speed  killed,  every 
Indianapolis  driver  would  be  dead.  If 
crime  didn't*  pay,  there'd  be  no 
crime,  and  honest  men  are  defraud- 
ed every  day.  The  expression  should 
be,  'You  can't  con  an  honest  man.'" 


"What's  the  difference?" 
Bernie  took  on  the  air  of  a  profes- 
sor of  theology  at  a  seminary.  He  was 
teaching  the  principles  of  a  subject 
in  which  he  believed  deeply.  "You 
can  misrepresent  yourself  to  an  hon- 
est man;  promise  to  perform  a  ser- 
vice or  provide  goods  for  a  fair  price, 
then  renege — purposely  fail  to  deliv- 
er and  keep  his  money — and  take  off 
with  it.  You've  cheated  him,  commit- 
ted a  fraud.  But  you  haven't  conned 
him.  To  do  that  you  have  to  appeal 
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I 


eye!  A 


}  eye!"  cries  the  ""Rich  Businessman, " 
in  full  view  of  the  bank  s  patrons  ana1  employees.  He  then 
tells  the  bank  manager  that  he  will  pay  a  reward  of 
$3,000  to  anyone  who  finds  his  precious  eye. 


to  his  greed — convince  him  that  he's 
cheating  someone  else.  That's  a  con." 

Bernie  was  really  into  it  now.  The 
years  dropped  off  him  magically  as 
he  relived  his  youth.  "For  instance, 
when  I  was  playing  the  chauffeur  of 
The  Yellow  Kid  and  we  were  run- 
ning 'The  Eye.'" 

"Why,"  I  asked,  "was  he  called 
'The  Yellow  Kid'?" 

"Because  he  always  dressed  in 
yellow.  It  was  his  favorite  color.  His 


trademark:  yellow  suit,  yellow  tie, 
yellow  gloves,  even  yellow  shoes." 

"Wait  a  minute,"  I  objected. 
"He'd  be  spotted  in  a  minute.  How 
could  you  run  a  con  looking  like 
that?  The  marks  would  think  he  was 
a  nut." 

Bernie  looked  pained,  as  if  I  were 
a  none-too-bright  student.  "He 
didn't  dress  that  way  when  he  was 
working.  Those  were  only  his  leisure 
clothes.  When  he  worked  he  dressed 
the  part  he  was  playing — usually  a 
rich  business- 
man. Like  when 
h  we  would   run 

*>s,  'The  Eye.'" 

"Tell  me 
how  it  worked." 
"We'd  tour 
the  real  rube 
country  in  the 
Midwest  in  a  big 
Duesenberg  or  a 
Rolls  limou- 
sine," Bernie 
grinned.  "The 
Yellow  would  be 
sitting  in  the 
back.  I'm  driv- 
ing. He's  wear- 
ing clothes 
worth  half  the 
price  of  the  car. 
I've  got  on  the 
uniform,  with 
boots  and  the 
little  peaked 
cap,  see,  when 
we  pull  up  in 
front  of  the  local 
bank.  I  hop  out 
and  open  the 
door  for  The 
Yellow,  and  he 
makes  this  entrance  into  the  bank 
and  goes  to  the  teller  cage  to  break  a 
couple  of  $1,000  bills  for  change.  In 
the  middle  of  the  transaction,  he 
suddenly  claps  his  hand  over  his  eye 
and  half  shouts — real  agitated — 'My 
eye!  My  eye!'  Then  he  slips  on  a 
pair  of  dark  glasses,  still  making  a  lot 
of  noise. 

"Now,"  said  Bernie,  "the  presi- 
dent of  the  bank  comes  running  out 
of  his  office,  he  sees  the  Rolls,  the 
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clothes,  the  thousand-dollar  bills, 
and  he's  terrified  this  super-rich 
guy's  somehow  had  his  eye  put  out 
in  his  bank.  You've  got  no  idea  how 
relieved  he  is  to  hear  The  Yellow 
reassure  him  that  he  lost  his  eye  in 
an  accident  years  before.  What's 
happened,  says  The  Yellow,  is  that 
his  g/ass  eye,  one  made  especially  for 
him  in  Czechoslo- 
vakia to  perfectly 
match  his  good  eye  ,--' 

and  cost  a  fortune,  has 
popped  out  and  is 
somewhere  on  the 
floor. 

"Naturally," 
Bernie  continued, 
"everybody's  on  the 
floor  looking,  but 
nobody  can  find  it. 
Desperate,  The  Yel- 
low asks,  'Where's 
the  local  newspaper 
office?  I'll  give 
$2,000— no,  $3,000 
— for  the  return  of  my 
eye.' 

"Well,  of  course," 
said  Bernie,  "the 
bank  president  does- 
n't want  him  to  do 
that,  he  wants  to  find 
it.  So  he  asks  The 
Yellow  please  not  to 
do  that;  there'll  be  a 
thousand  people  in 
here  looking  for  it — 
bad  for  business.  The 
Yellow  says  he  under- 
stands, but  that  he 
can't  stay.  He 
explains  that  if  they 
find  the  eye,  'Call  this 
number,  tell  the  man 
who  answers  the  phone  you  have  it, 
and  he'll  arrive  on  the  next  train  to 
claim  it  and  pay  the  $3,000  reward.' 

"The  next  day,"  said  Bernie,  still 
professorial  but  clearly  enjoying 
himself,  "a  guy  walks  into  the  bank 
to  cash  a  travelers  check,  goes  to  the 
same  window  The  Yellow  did, 
bends  over,  reaches  for  something 
and  says,  'Look — I  found  a  mar- 
ble— only  it's  not  round,  it's  oblong 
It  looks  more  Wke... a  glass  eye!' 


"Now  the  president  sees  this," 
said  Bernie,  "and  he  says,  'You're 
right,  sir.  A  man  lost  it  here  the  other 
day.  He  may  be  willing  to  give  a 
small  reward.'  'Call  him,'  says  the 
guy  who  'found'  the  eye.  'Whatever 
I  get,  I'll  split.' 

"The  president  frowns  and  says, 
'One  problem.  He  didn't  give  me  a 


The  next  day  the  glass  eye  is  "discovered. " 

The  bank  manager  offers  the  "Finder'  $500  and 

assures  him  that  he  will  return  the  eye  to  its  owner, 

but  the  "Finder'  holds  out  for  more. 


number  to  call  him.  He  said  he'd  call 
me.  Let  me  check  to  see  if  he's  called 
yet.'  Then  he  goes  into  his  office  and 
calls  the  number.  When  the  guy  on 
the  other  end  answers,  the  president 
says,  'I've  found  the  eye.  Is  that 
$3,000  reward  offer  really  good  or 
just  conversation?' 

Bernie  was  pacing  up  and  down 
now,  excited.  "'Sir,'  the  guy  on  the 
phone  says,  'Mr.  X  always  keeps  his 
word.'  He  pauses  and  then  says  back 


to  the  president,  'Sir,  if  I  can  give 
you  some  information  worth  a  lot  of 
money  to  you,  can  /get  $500?'  Then 
he  tells  the  president,  'Listen,  that 
eye  cost  him  $15,000.  He'll  be  glad 
to  give  you  $5,000  or  even  $6,000.' 
The  president  promises  the  guy  on 
the  phone  $500,  then  goes  back  out 
to  the  guy  holding  the  glass  eye  and 
says,  'He  hasn't  called 
yet,  and  I  don't  know 
if  he  ever  will.  Tell 
you  what;  I'll  give  you 
$500  for  your  end  and 
take  my  chances.'" 

I  wish  you  could 
have  seen  the  glee  in 
Bernie's  face  as  he 
continued:  "The  guy 
with  the  eye  says  no, 
he  wants  to  wait  and 
talk  to  the  owner  him- 
self. The  president 
offers  $800.  The  guy 
still  says  no.  The 
president  goes  up 
each  time  the  guy 
refuses  to  go  for  the 
deal,  all  the  way  up  to 
$2,000.  Finally  the 
guy  with  the  eye  says, 
'Look,  you  offered 
me  $2,000,  I  can't 
wait  around.  Give  me 
$2,300.'  The  presi- 
dent is  delighted  to 
give  it  to  him."  Bernie 
chuckled,  "And  he's 
still  waiting  to  collect 
his  six  grand." 

Bernie  reverted  to 
his  professorial  de- 
meanor.  "You  see? 
That  guy  beats  him- 
self. If  he  doesn't  get 
greedy  and  try  to  cheat  the  other 
guy,  he  wouldn't  be  out  a  dime. 
Now  that's  a  con." 
It  sure  is.© 

(Want  to  stop  massive  losses  in  your 
PBX  system?  Contact  Ross  Engineering, 
44880  Falcon  Place,  Suite  198,  Sterling, 
VA  22170;  703-318-8600.) 

G.  Gordon  LlDDY  is  both  a  successful 
author  and  radio  talk  show  host. 
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18  K  Gold  and  Steel 
Collection 


1^ 


18  K  Gold 

and  stainless  Steel. 
Sapphire  crystal. 
Water  resistant 
to  90  ft. 


nordstrom 


FINE  JEWELRY 


RAYMOND  WEIL 

GENEVE 


For  a  brochure  write  to:  Raymond  Weil,  Dept.  AD,  587  Fifth  Avenue,  New  York,  NY  10017 


—~~ 


The  Fine  Art  of  Giving 


Ref.9989P.  D.B.D 


Ref.  9990  P.  D.B.D. 


Ref.  9990 B.L.K.  D.B.D 


18  K  Gold  and  Stainless  Steel. 

Bezel  and  dials  set  ivith  genuine  diamonds. 

Mother  of  pearl  dials. 

Sapphire  crystal. 


Ref.  7789  W. 


^ 


Ref.  9989 B.L.K.  D.B.D 


18  K  Gold  and  Stainless  Steel. 
Bezel  and  dials  set  with  genuine  diamonds 
■  Black  dials. 
Sapphire  crystal. 


-  18  K  Gold  and  Stainless  Steel  Chronograph. 

-  Automatic  movement. 

-  Water-resistant  to  160  feet. 

-  Sapphire  crystal. 


RAYMOND  WEIL 


GENEVE 


18  K  Gold  and  Sleel 


(Dear    FYI, 

■  (Special  from  the  valley  where  Wally 
Bmakes  his  Water:) 

"Looky  here,"  says  Reback,  glar- 
I  ing  down  at  what  we  got  for  a  news- 

■  paper,  "we  is  getting  a  visit  from  the 

I  i  wife  of  the  Vice  President.  She  has 

I I  left  him  home  counting  his  marble, 
land  she  will  be  a-riding  in  the  big 
Cutting  Horse  Competition  on  Sat- 
urday." 

Cutting  horses,  which  used  to  be 
proud  working  critters,  has  been 
reduced  to  house  pets.  Their  owners 
generally  look  like  omelettes  hit 
with  clubs  as  they  ride  'em.  Sort  a 
like  giving  a  Stradivarius  to  a  blue- 
grass  band,  you  ask  me. 

We  was  at  our  office  in  the  Mint, 
having  a  dram  of  Wally  Water,  when 
Reback  came  upon  this  festering 

I  news. 
"Well,"  he  says,  "we're  goin'.  Spud 
McKnocker,  the  movie  star  lives  up 
Flat  Creek,  is  bringin'  his  champeen 
cuttin'  horse,  ol'  McKnocker's  Booga- 
loo  Celluloid.  I  always  did  want  that 
horse's  autygraph." 

Well,  come  Saturday  we  hauled 
Rolling  Thunder  and  a  horse  trailer 
on  over  to  the  Fairgrounds,  and  we 
parked  well  back  from  all  the  Mer- 
cedes-Benz pickup  trucks  the  cut- 
ting horse  crowd  seems  to  favor.  We 
moseyed  on  over,  looking  at  the 
bumper  stickers  they  had. 

SAVE  THE  EARTH.  KEEP  A 
DOLPHIN  IN  THE  BATH  TUB. 

VEGETARIANS  FOR  A  SAFE 
WILDERNESS. 


PEOPLE  WITH  JOBS  ARE 
SUPERFLUOUS. 

As  we  was  buyin'  our  tickets  some 
of  them  hearing-impaired  body 
builders  as  clusters  round  high  offi- 
cials of  our  government  done  clus- 
tered around  us.  We'd  met  a  few  dur- 
ing the  ill-fated  guiding  of  President 
Bush,  and  only  his  good  Episco- 

(lian  kindliness  saved  us  from  long 
sentences  in  a  federal  pen,  likely 
havin'  to  listen  to  Charles  Colson  or 


another  cruel  &  unusual.  We  was 
frisked  and  glared  at.  They  confiscat- 
ed Reback's  fingernail  clipper,  but 
done  nothin'  about  the  Arkansas 
Toothpick  he  always  carries  in  his 
boot.  That's  a  knife  with  a  14-inch 
blade,  and  his  can  split  frog  hairs. 

A  couple  of  them  follered  us,  'case 
we  had  to  borry  back  the  fingernail 
clipper  or  something. 

The  competition  had  started. 
Back  when  cutting  horses  had  honest 
jobs,  they  was  used  to  cut  calves  away 
from  the  mothers  and  basically  they 
dodge  back  and  forth  whilst  the  calf 
tries  to  get  back  to  mama.  Child 
abuse,  I  guess  you'd  call  it. 

Well,  Mrs.  Quayle  come  on  and 
sat  on  the  horse  well  enough  not  to 
fall  off,  had  her  a  dignified  ass  and 
saddle  fight,  anyway.  And  then 
there's  this  roll  of  drums  and  foople 


Coyote  Jack 


of  tubas  and  out  comes  Spud 
McKnocker,  crowns  a-gleaming,  sili- 
coned  muscles  a-rippling  like  waves 
in  a  slop  bucket,  atop  ol'  Boogaloo. 
Boogaloo  is  one  of  them  horses  so 
good  he'd  likely  come  on  an  anthill 
and  commence  to  cutting  the  red 
ants  away  from  the  black. 
My  my,"  I  says. 

"Mine,  mine"  says  Reback. 

"Oh,  no,"  I  says. 

"We  can't  leave  a  horse  that  good 
with  that  fool,"  snarls  Reback.  Well, 
he  had  me  there.  Point  of  honor,  I 
guess. 

"Create  a  diversion,"  says 
Reback. 

I  am  the  master  of  creating  diver- 
sions. Matter  of  fact,  on  the  chance 
an  opportunity  would  manifest  itself, 
I  had  in  my  pocket  a  tiny  bottle  of 
hotdrops — couple  drops  on  a  horse's 
behind  and  they  start  acting  like 
they  want  to  jump  the  moon.  It  don't 
hurt  'em  any — just  burns  like  hell  for 
a  second — but  it's  many  a  pardner's 
horse  I  have  jumpstarted  in  a  parade 
just  to  see  how  long  they  can  keep 
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Liberates  A  Prize 

Cutting;  Horse 


FORBES  17 


Well,  that  horse's  ears  slammed  back  against  his  head,  and  he  went  skyward,  bettering  like  a  berserk  foghorn. 


their  forked  ends  down. 

Mrs.  Quayle  by  this  time  was  at 
the  far  end  of  the  arena,  afoot,  dis- 
playing her  considerable  ivories  to 
the  press,  and  the  couple  of  Secret 
Service  fellers  guarding  her  horse 
was  watching  her  and  by  the  by  stay- 
ing as  far  away  from  the  animal  as 
they  could  without  actually  desert- 
ing. I  don't  think  they  teach  horse 
sense  in  Secret  Service  School.  So  I 
sashays  by  the  critter,  drips  a  couple 
of  drops  on  his  sununu,  and  sashays 
on.  Hot  drops  got  a  delayed  reaction, 
maybe  fifteen  seconds. 

Well,  that  horse's  ears  slammed 
back  against  his  head,  and  he  went 
skyward,  bellering  like  a  berserk 


foghorn.  He  bucked  and  sunfished 
and  made  a  mad  run  toward  Mrs. 
Quayle  &  Company.  The  Crazed  A- 
Rabian  Assassin  from  Hell,  from  the 
looks  of  the  faces  on  the  bodyguards. 

I  noted  Spud  McKnocker  high- 
tailing his  silicone  toward  the  stalls 
and  far  away  from  harm.  Them 
Secret  Service  boys  wasn't  much 
adept  at  horse  handling,  and  afford- 
ed me  many  amusing  sights  as  I 
moseyed  out  the  door,  sounds  of 
unequal  battle  fallin'  dulcet  upon 
my  ears. 

Well,  I  hadn't  been  out  to  the 
truck  for  more  'n  five  minutes  when 
here  comes  Reback  out  the  stock 
door,  wearing  a  long  white  lab  coat 


and  the  reins  of  of  Boogaloo  Cellu- 
loid in  his  hands.  The  horse  was] 
actin'  lame,  and  Reback  brought  him 
along  gentlelike,  and  when  they  got 
close  I  commenced  into  opening  the 
rear  gates  on  the  horse  trailer. 

"No!"  hisses  Reback.  "Open  the 
back  a  the  truck." 

So  I  unfolds  the  back  doors  of 
Rolling  Thunder,  which  has  a  high 
roof,  though  not  high  enough  for  a 
horse  to  stand  up  in.  Reback  walks 
Boogaloo  up,  motions  to  him  to  get 
in,  and  damned  if  the  animal  don't 
hunker  down.  I  toss  the  rest  of  his 
tail  in  after  and  we  close  the  doors. 

Well,  they  goes  thunk  and  all  hell 
breaks  loose  back  to  the  pavilion, 


s: 


"SET^ 


Vs 


At  the  gate  we  gets  looked  at,  not  much,  and  cops  look  at  the  empty  horse  trailer,  not  much. 
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Sports  cars  come 
/  and  go.  Most 
flare  brightly  for  a 


moment,  then  fade  away  like  falling 
stars.  But  one  has  endured:  igniting 
vivid  memories  of  Sting  Rays,  Makos, 
Split  Rear  Windows  and  the  look 
on  a  kid's  face  as  it  drove  by 


The  original  dream  car.  Corvette.  $&• 

Our  new  Commemorative  Edition  isfrsP 

is  amply  equipped  to  make  a  little  directic 

history  of  its  own.  It  continues  'Vette's  Aineric 

unrivaled  tradition  of  cutting-edge  W 

technology  with  our  most  powerful  \etK 

small- block  production  V8  ever:  the  jwk  1 

300  horsepower  LT1.  There's  also  aped 


Acceleration  Slip  Regulation  (ASR), 
a  six-speed  manual  transmission  and 
directional  asymmetric  tires.  The 
American  Sports  Car.  Corvette  LT1. 

Forty  years  and  over  a  million 
Vettes  later,  it  still  takes  your  breath 
away  But  then,  what  else  would  you 
expect  from  The  Heartbeat  of  America? 


Chevrolet,  the  Clievrolet  Emblem,  Corvette  and  the  Corvette 
Emblem  are  registered  trademarks  of  the  GM  Corp  ©1992 
GM  Corp.   All  RigliLs  Reserved.    Buckle  up,  America!  fnu\ ' 


The  Heartbeat 
of  America" 


ROLET        C  0  R  V  E  J 


->      »n-» 


'Well,"  says  Reback,  "I  could  see  he  was  quality  and  ought  not  to  be  sufferin'  the  kinda  trash 
we  just  left  back  there,  so  I  contrived  to  be  alone  with  him  and  offered  him  honest  work." 


and  Reback  peels  off  the  lab  coat 
and  throws  it  over  the  fence  into  an 
irrigation  ditch.  There's  folks  run- 
ning all  over,  looking  in  the  trailers, 
and  I  see  ol'  Spud  McKnocker  stag- 
gering around,  holding  a  rag  to  his 
head,  and  screaming. 

"I  bet  he's  got  a  dent  on  his  head 
just  the  size  of  the  handle  on  an 
Arkansas  toothpick,"  I  says. 

"Nah,"  says  Reback,  "he  got  two 
of 'em." 

Well,  we  wanders  up  to  the  front 
end  of  the  truck  and  gets  in  and 
Boogaloo*  sticks  his  head  up  between 
us.  Reback  feeds  him  an  apple  and 
scratches  his  ears.  He  hangs  a  jacket 
over  his  head.  At  the  gate  we  gets 
looked  at,  not  much,  and  cops  look  at 
the  empty  horse  trailer,  not  much. 
We  drive  off  toward  the  sunset. 
Reback  pulls  the  jacket  off  ol' 


Boogaloo's  head  and  feeds  him 
another  apple. 

"How  in  the  hell  did  you  get  this 
skitterin'  horse  to  crawl  in  this 
truck?"  I  asks,  full  of  the  amaze. 

"Well,"  says  Reback,  "I  could  see 
he  was  quality  and  ought  not  to  be 
sufferin'  the  kinda  trash  we  just  left 
back  there,  so  I  contrived  to  be  alone 
with  him  and  offered  him  honest 
work." 

"Honest  work?"  I  says.  You  know 
Reback,  and  therefore  you  will 
understand  my  perplex. 

"Of  course,"  says  Reback,  peeling 
another  apple  for  Boogaloo.  The 
horse  et  it  and  Reback  rubbed  his 
soft  nose. 

"I  says  to  him,  Booger,  I  says," 
says  Reback,  "we  is  going  to  go  out 
and  rob  us  a  train." 

— Coyote  Jack 


(I'm  sendin'  this  out  by  messenger, 
as  the  three  of  us  is  holed  up  in  the 
valley  where  Wally  makes  his 
Water — thcy's  an  all  points  bulletin 
out  on  the  horse,  at  least,  they  say 
he's  worth  a  quarter  of  a  million 
bucks.  That's  dollars.  You  care  about 
that  sort  of  thing. 

Reback,  though  he  hasn't  much 
interest  or  luck  in  reading  people, 
reads  horses  real  good.  Some  say  he- 
can  see  their  very  souls. 

Why,  as  I  finish  this,  Reback  is 
hunkered  down  by  the  campfirc 
fryin'  up  flapjacks  for  ol'  Boogaloo. 

And  just  a  little  earlier,  he  give 
him  a  drink  of  water  from  his  Stet- 
son.  I  dunno  what  they're  plotting 
Let  you  know  when  I  do.)  SS 

Coyote  Jack  writes  novels  and  sua 
under  the  name  "Peter  Bow  en." 
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ONCE  YOU'VE  STAYED  AT  THE 
HOTEL  MILLENIUM, 
"SWIMMING  WITH  THE  SHARKS" 
TAKES  ON  A  WHOLE  NEW  MEANING. 
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Let's  face  it.  Business  travel  and  stress  go 
together  as  naturally  as  bankers  and  3-piece 
suits.  But  you  do  it,  because  that's  what  it 
takes.  So  you  need  a  hotel  that  plays  by  your 
rules.  Well,  it's  here.  The  Hotel  Millenium  - 
the  first  business  hotel  with  a  Wall  Street 
address  and  a  Wall  Street  philosophy: 
nothing's  unreasonable,  including  the  im- 
possible. A  fresh  shirt  at  2  a.m.?  A  perfectly 
grilled  steak  at  3?  A  personal  computer 
delivered  to  your  room?  We  do  it  all.  Every 
day.  24  hours  a  day.  Because  we  know  we 
can't  do  away  with  the  stress  of  business. 
But  we  can  arm  you  with  every  executive 
requirement.  Including  serenity. 


THE        HOTEL 


For  reservations,  call  (800)  835-2220 

or  (212)  693-2001. 

The  Hotel  Millenium,  55  Church  Street 

New  York,  NY  10007 

Across  from  the  World  Trade  Center 


MILLENIUM 
IT'S  ABOUT  TIME. 


$3,000 
This  is  a  work  of  art  inside  a  work  of  art. 

Here  you  sec  Glenfiddich*  Pure  Malt  Scotch  Whisky  exactly  where  it  belongs.  In  a  beautifully  hand-cut 
crystal  decanter  (lead-free)  with  a  solid  sterling  silver  stags  head. 

The  stag's  head  recalls  that  Glenfiddich  in  Gaelic  means  'Valley  of  the  IX-cr.'  The  hand-cut  crystal  reveals  the 
exceptionally  smooth,  rare  character  of  30  year-old  Glenfiddich.  The  only  Scotch  that's  a  work  of  art  all  by  itself. 

To  obtain  the  Glenfiddich  Stag':,  Head  decanter  ask  your  local  spirits  merchant  or  call  William  Grant  &  Sons  collect  at  908-225-9000. 


GLENFIDDICH9      PURE 


MALT      SCOTCH     WHISKY 


Glenfiddich  Pure  Malt  Scotch  Whisky.  43%  Ale/ Vol  (86  proof).  Bottled  in  Scotland.  ©  1991  William  Grant  &  Sons,  Inc. ,  New  York,  NY  10020.  Prices  may  vary  from  state  to  state. 


Gizmo  here— DOCTOR  Gizmo 
to  you,  savant  extraordinaire  in  the 
field  of  intergadgetary  phenomena — 
for  further  wool-gathering  in  the 
technological  fabric  of  our  times. 

Don't  you  love  robots?  Me  nei- 
ther, can't  stand  the  creaky  things. 
But  I  have  found  some  cute  little 
metal  monkeys — behold  my  six- 
legged  friend  "Spider" — that  can 
perform  menial  tasks,  such  as  shunt- 
ing envelopes  or  small  objects 
around  the  house.  Rather  like  my 
graduate  students,  without  their 
obsessive  professional  jealousy. 

A  California  company  called  OWI 
Inc.  makes  Spider  and  its  many  sib- 
lings: Manta,  Piper-Mouse  and  Line 
Tracker,  to  name  just  a  few.  With 
one  exception  they  all  cost  less  than 
$100,  and  each  one  does  something 
different.  Spider  chugs  forward  on 
those  oddly-shaped  legs  and  emits 
an  infrared  beam  to  steer  it  around 
obstacles — your  in-office  putting 
green,  for  instance.  Manta  turns 
around  when  you  clap  your  hands 
(my  wife  Freida  does  this,  also  for 
less  than  $100).  Piper-Mouse  obeys 
the  commands  of  a  special  whistle, 
and  Line  Tracker  will  follow  a  dark 
line  drawn  on  a  white  surface.  If  you 
have  white  carpeting,  lay  a  trail  of 
cigarette  ashes  to  deliver  the  boss  a 
Molotov  pick-me-up  at  the  end  of  a 
trying  week.  Bot- 
toms up! 

These  robots  are 
mainly  used  in  science 
classes,  to  pre- 
pare children  for 
a  world  in  which 
automata  carry 
out  super-soph- 
isticated func- 
tions, such  as 
writing  technol- 
ogy columns  for  fa- 
mous business  maga- 
zines. I  asked  a  company 
official  if  the  average  (a  fig- 
ure of  speech,  gentle  reader;  we 
know  YOU  are  not  average)  execu- 
tive could  put  these  together.  He 
replied,  rather  brusquely,  that  any- 
one over  the  age  of  ten  could  handle 
the  task.  I  gently  reminded  him  of 


my  degrees  from  Zurich  Polytechni- 
cal,  and  he  quickly  adopted  a  proper 
tone  of  respect. 

Gizmo  Rating:  3  of  a  possible  4  on 
the  robot  names  alone.  In  addition  to 
those  named  above,  other  models 
include  S-Cargo  (get  it?),  Medusa 
and  Navius.  Get  the  catalog  from 
OWI:  310-638-4732;  (Fax)  310-638- 
8347.  Tell  them  Gizmo  sent  you. 

Speaking  of  objects  that  obey  your 
every  command — to  be  sure,  we  are 
not  talking  about  spouses  or  off- 
spring here — have  you  noticed  how 
the  telephone  increasingly  resem- 
bles the  family  dog?  While  the 
phone  can't  yet  pick  up  your  slip- 
pers, it  can  be  programmed  to  do 
almost  anything  else:  pay  bills,  order 
clothing,  shuck 
stocks.  And  now, 
dog-like,  your  tel- 
ephone can  follow 
you  around  the 
country. 

For  a  modest 
fee,  America's 
great  telephone  monopolies  will  sell 
you  "follow-me"  phone  numbers 
that  pursue  you  from  place  to  place. 
Called  EasyReach  700  numbers 
when  purchased  from  AT&T,  or 
"Follow  Me"  800  numbers  from 
MCI,  these  little  schnauzers  will 
track  you  down  in  the 
remotest  hideaway,  like 
the  famous  truffle 
hounds  rout  out  the 
tasty  little  fungi. 
(Others  mix  met- 
aphors; not  Giz- 
mo.) 

For  either  $5 
«'  (MCI)  or  $7 
(AT&T)  per 
month,  these 
companies  will 
assign  you  a 
"personal"  long-distance  number 
that  is  different  from  your  home  or 
business  coordinates.  For  a  one-time 
fee  of  $25,  AT&T  will  give  you  a 
vanity  number,  for  example  700- 
GIZIZGREAT.  Using  push-button 
commands,  you  can  program  the  ser- 
vice to  forward  calls  anywhere  in  the 


Dr.Gizmo 


Iff  it  doesn't 
threep,  go  off  acci- 
dentally at  the 
memorial  service  off 

a  close  friend,  or 
complicate  your  life 

more  than  the 

birth  off  your  second 

child,  it's  not  a 

gizmo. 
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Model  citizens,  according  to  the  Gizmo  Weltanschauung. 


continental  U.S.  and  through  most 
cellular  networks.  I  keep  a  little 
mountain  hideaway,  never  mind 
where,  and  I  instructed  my  700  num- 
ber to  bounce  calls  up  there.  Regret- 
tably, it  did. 

Costs  in  the  lower  48  are  reason- 
able, about  25  cents  a  minute  during 
peak  hours.  AT&T  offers  the  ubiqui- 
tous PIN  (Personal  Identification 
Number),  which  you  can  hand  out  to 
chosen  relatives  or  business  associ- 
ates. Thus  your  children  can  call  you 
long-distance,  as  often  as  they  like, 
and  you  pay  for  the  calls.  (Why  any- 
one would  pay  for  that  is  beyond  me.) 

The  two  systems  have  some  draw- 
backs. It  helps  if  you're  using  AT&T 
or  MCI  as  your  long-distance  carrier 
to  start  with.  The  "follow-me"  func- 
tion can  be  programmed  into  office 
and  hotel  switchboards;  MCI  cannot 
yet  reroute  calls  through  cellular  net- 
works, AT&T  can.  So  your  mother- 
in-law  can  buzz  you  for  free  in  your 
car.  Ath  Hu  Lieber\  And  the  services 
can't  be  programmed  on  rotary 
phones,  whatever  those  are. 
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Gizmo  Rating:  3  of  a  possible  4. 
For  information  on  AT&T's 
EasyReach  700  hookups,  call  800- 
245-8003.  MCI  will  plug  you  in  if  you 
call  800-444-3333. 

I\  case  ink  wrong  people  track  you 

down,  here's  a  gizmo  that  will 
fake  them  out.  It's  called 
the     Guess     W  h  o  ? 
voice-changing 
telephone,  manu- 
factured by 
Ouestech        in 
Tampa,  Florida. 
Also  known 
as  the  Tran- 
sition 2000/ 
this    device 
uses    a    voice 
synthesizing 
chip  to  raise 
or  lower  the  natural  register  of  one's 
voice. 

Thus  with  the  push  of  a  button,  a 
woman  or  child  home  alone  answer- 
ing the  phone  can  sound  like  a  burl) 
bruiser  who's  just   swallowed   a 

tyi 


bunch  of  steroid  pills.  Or  a 
businessman  working  out  of 
his  home  can  answer  the 
phone  in  a  female  secretary's 
voice,  flick  a  switch,  and  then 
come  on  the  line  in  the  macho 
style  to  which  his  clients  have 
become  accustomed.  "That's 
a  big  usage,  you'd  be  sur- 
prised," says  Questech  Presi- 
dent Bob  Nielsen. 

Ac/i,  Bob,  who's  surprised? 
It's  the  cheapest  reversible  sex 
change  procedure  I've  heard 
about  this  week. 

Life  isn't  perfect,  and  nei- 
ther is  the  Transition  2000.  It 
takes  some  practice  to  prevent 
the  chip  from  sounding  like 
R2D2  on  the  high  end,  or  Aus- 
tria's   favorite    son    Arnold 
Schwarzenegger  on  the  pro- 
fundo  register.  Another  minor 
problem:  the  star  and  pound 
buttons    aren't   functional, 
which  means,  for  instance,  that 
you  couldn't  program  your 
"follow-me"  phone  number 
w  ith  this  particular  set.  (Not 
that  someone  who  wanted  to  dis- 
guise his  voice  would  want  to  be  fol- 
lowed around.)  This  latter  problem 
will  be  cleared  up  in  next  year's 
model,  Bob  assures  me. 

Gizmo  Rating:  3.  The  Transition 
2000  costs  $100  and  is  available  from 
Questech  (813-247-4900)  or  in  the 
Hammacher  Schlemmer  or  Sharper 
Image  catalogues.  I  have 
^**)  one  of  these  phones  to 
ward  off  bothersome 
inquiries  from  immi- 
gration officials;  very 
effective.  And  the 
little  Gizmoids 
love  it. 

r'  Of  course  I 
never  watch  tele- 
vision, except  for 
re-runs  of  PBS  docu- 
mentaries extolling  my  own  contri- 
butions to  world  civilization.  But  von 
do,  and  even  in  bed,  I  wager.  Perhaps 
this  next  gizmo  is  for  you. 

( lalled  TVmatcs,  these  ^hisses  use 
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You  don't  have  to  pay  $1000  for  a  quality  fitness  machine. 
Now  there's  HealthMax  for  ONLY  $299! 


■  Heard  the  news?  Medical  experts  now 
agree  —  aerobic  exercise  is  great  for  your 
heart,  but  strength  training  is  vital  for 
overall  health  and  well-being!Young  or  old, 
everybody  needs  it... for  healthy  bones 
and  muscles  and  fitness... not  to  mention 
trimmer  good  looks. 

Here's  more  news — you  don't  have  to 
plunk  down  $600  to  join  a  gym.  Or  drop 
$1,000  for  a  fitness  machine.  Just  get  your 
hands  on  new  HealthMax—  for  only  $299! 

The  Secret: 
Hydraulic  Resistance  Cylinders! 

Why  just  $299?  Simple.  You  don't  pay  for 
lots  of  weights,  complicated  cables, 
pulleys  or  rubber  straps.  Three  precision 
engineered  hydraulic  "shock  absorbers" 
provide  dynamic  resistance  for  the 
"butterfly"  chest  exerciser  and  bench 


press.  No  constant  assembly/ disassembly 
between  exercises,  either.  Adjustable 
dials  on  the  hydraulic  cylinders  set  your 
personal  resistance  level. 

You  get  a  padded  bench  for  comfort. 
Adjustable  leg  extension  unit  is  built  in, 
not  an  expensive  add-on.  Heavy  gauge 
steel  construction.  Safe  and  reliable. 
Exercises  all  major  muscle  groups.  Full 
one -year  limited  warranty. 

Easy  Monthly  Installments. 

Order  HealthMax  today  for  only  $299, 
payable  in  eight  easy  credit  card  install- 
ments of  $37.38  (plus  $39  shipping/ 
handling  added  to  first  installment). 
Satisfaction  completely  guaranteed.  Take 
the  first  step  to  a  fuller,  healthier  life... 
and  a  trimmer,  thinner  you!  Order  today! 

CALL  TOLL-FREE:  1-800-367-4534  Ext.  638-1062 


~— -  -  -  RESERVATION  APPLICATION 

HealthMax 

47  Richards  Avenue 

Norwalk,  Conn.  06857 


__©1_992_MBI 

Satisfaction 
Guaranteed. 


CALL  TOLL-FREE:  1-800-367-4534 

Extension  638-1062 

Please  accept  my  reservation  for  HealthMax —  the 
personal  fitness  machine.  My  breakthrough  price  of 
only  $299*  is  payable  in  eight  easy  credit  card  install- 
ments of  $37.38  (plus  $39  shipping/ handling  added 
to  first  installment).  Ji  not  delighted,  I  can  return 
HealthMax  within  30  days  o;  receipt  for  a  full  refund. 
□  Check  here  if  you  want  HealthMax  charged  to 
your:  □  MasterCard  DVISA  □  Discover  DAm.Ex. 


Credit  Card* 
Name 

Expiration  Date 

Please  Print  Clearly 

Address 

City/State 

Zip 

Signature 

All  orders  subject  to  acceptance. 

□  I  prefer  to  pay  by  check.  Enclosed  is  my  deposit 
of  $151.10  (payable  to  HealthMax).  I  will  pay 
the  balance  as  billed  in  five  monthly  install- 
ments of  $37.38. 

'Plus  $39  shipping  and  handling. 

Any  applicable  sales  tax  will  be  billed  with  shipment 
Allow  4-8  weeks  for  shipment. 


METALS  OF  HONOR 


These  sterling  silver  metals  of  honor  are  impressive  ways  to  say  thank; 

to  employees  and  business  associates.  You  can  personalize  them  by 

imprinting  the  recipient's  initials  or  your  corporate  name  on  these  Classics. 

For  more  information  on  giving  an  Original  Swiss  Army  Knife  by  Victorinox®, 

send  us  your  business  card  or  call  (800)  243-4032. 

In  Connecticut  call  (203)  929-6391. 


The  Forschner  Group,  Inc.,  Dept.  29,  151  Long  Hill  Crossroads.  Box  874,  Shelton,  CT.  06484 


instrument-quality  front  surface  mir- 
rors (whatever  that  means)  to  allow 
you  to  watch  television,  or  anything 
else,  from  a  fully  reclined  position. 
Bed  potatoes 
will  miss  out  on 
some  unwanted 
neck  strain — if 
you  lie  flat  on 
your  mattress, 
the  TV  image 
appears  on  your 
ceiling — but  I 
can  think  of 
more  amusing 
applications. 
Supine  on  the 
beach,  for  ex- 
ample, one 
could  survey  the 
local  wildlife: 
sandpipers,  or 
string-bikini'ed 
pelagic    fauna. 

Fat  people  could  stare  forward  to 
see  if  their  toenails  are  dirty, 
although  I  suppose  they'd  have  to 
hire  a  third  party  to  clean  them. 


The  shock  of  jet  lag 
is  partly  psychological, 

experts  tell  us.  The 
Jet  Lag  Watch  addresses 
this  problem  by  gradu- 
ally synchronizing  itself  to 
the  time  of  your  desti- 
nation, while  you 
travel. 


Dream  up  your  own  uses. 

Gizmo  Rating:  2.  Sorry,  at  $24.95 
these  are  a  bit  overpriced,  and  the 
field  of  vision  is  narrower  than  it 
should  be.  Don't 
believe  me? 
Phone  Lifestyle 
Fascination  at 
800-669-0987  and 
find  out. 


What  a  bother  it 
is  to  travel  across 
time  zones! 
Tokyo  one  day, 
Tierra  del  Fuego 
the  next — ah,  the 
restless  peregri- 
nations of  a 
world-class  tech- 
no-pop  star.  Now 
a  Boston  comput- 
er genius  has  in- 
vented a  product 
ideally  suited  to  the  needs  of  globe- 
trotting gizmophiles:  the  Jet  Lag 
Watch. 

The  shock  of  jet  lag  is  partly  psy- 


chological, experts  tell  us.  The  JLW 
addresses  this  problem  by  gradually 
synchronizing  itself  to  the  time  of 
your  destination,  while  you  travel. 
"[The  watch]  tackles  the  perception 
of  jet  lag,"  says  Dr.  Martin  Moore- 
Ede,  a  Harvard  professor,  director  of 
the  Institute  for  Circadian  Physiolo- 
gy and  all-around  jet  lag  guru  who  at 
quote  time  was  not  a  personal  friend 
and  still  isn't  a  co-investor,  JLW  cre- 
ator Ross  Mitchell  assures  me. 

The  JLW  is  a  handsome  analog 
format  LCD  timepiece  that  changes 
time  gradually — speeding  up  or 
slowing  down — as  you  fly  across 
time  zones.  Following  the  relatively 
coherent  directions,  you  enter  the 
duration  of  your  flight  and  the  cor- 
rect time  at  your  destination.  Then 
the  watch  adjusts  to  the  new  zone 
while  you  fly.  Upon  arriving  in  the 
new  time  zone,  the  watch  resumes 
its  normal  operations.  You've  read 
Einstein,  so  you  understand  what 
I'm  talking  about. 

There  are  only  two  chronological 
hitches  to  jet-powered  time  travel, 
and  Mitchell  thinks  he  has  solved 
them  both.  The  Concorde  circles 
the  earth  faster  than  the  sun,  so  his 
watch  moves  backwards  if  you  take 
a  seat  in  the  overpriced,  droop- 
nosed  titanium  tube  from  London  to 
New  York.  Crossing  the  Internation- 
al Date  Line  also  wreaks  havoc  with 
chrono-reality.  So  each  time  you 
program  a  trip,  the  JLW  asks  if  you 
are  crossing  the  Date  Line  ("No  no, 
just  visiting  Roz  in  Des  Moines") 
and  subtracts  or  adds  the  day  accord- 
ingly. 

Gizmo  Rating:  4  of  a  possible  4. 
What  can  I  say?  It's  the  ultimate 
gizmo:  clever,  patented,  a  tad 
frivolous  and  devised  in  the  U.S.A. 
Available  for  $69  by  calling  800-7- 
JETLAG.  I  feel  sleepy  already... 

And  so  happy  trails,  gizmophiles 
and  gadgetomanes,  until  we  meet 
again.  And  remember  Dr.  G's  motto: 
if  it  doesn't  threep,  go  off  accidental- 
ly at  the  memorial  service  of  a  close 
friend,  or  complicate  your  life  more 
than  the  birth  of  your  second  child, 
it's  not  a  gizmo.  Adieu. IB 
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The  Peninsula  Beverly  Hills  •  The  Peninsula  Bangkok  (Opening  1995) 


^ 


'Hdmk 


CREATING  QUALITY  TIME 
FOR  OVER   160  YEARS. 


n 


<D 


Baume  &  Mercier 


GENEVE 

MAITRES  HORLOGERS  DEPUIS  1830 


18K  GOLD  CLASSIQUE  COLLECTION 


BEYOND     PERFECTION 


ADLER'S 

Toll  Free  /  1-800-925-7912 
Adier's.  722  Canal  Street  /  New  Orleans.  LA  70130  /  504-523-5292 


ix: 


/ 


Few  mysteries  as  hum-drum  as 
the  peptic  ulcer  have  invited  such 
fancy  speculation.  In  the  late  '30s, 
psychologists  surveyed  the  industri- 
ous post-Depression  scene  and 
pinned  ulcers  on  overwork.  In  the 
dispirited  '70s,  researchers  scared 
the  wits  out  of  laboratory  rats  and 
suggested  people  are  a  lot  like 
stunned  rodents:  we  get  ulcers  from 
stress.  New  Agers,  so  immersed  in 
communications  theory,  tend  to 
channel  the  idea  that  ulcers  arise 
when  the  mind  loses  touch  with 
what  the  body  is  up  to.  And  gurus  of 
the  Men's  Movement  must  have 
inadvertently  left  the  impression 
that  ulcers  are  the  price  you  pay  for 
going  soft.  What  else  could  account 
for  the  runaway  sales  of  Sam  Keen's 
coddling  primer  on  manliness,  Fire 
In  The  Belly} 

But  the  days  of  silly  theorizing  are 
over.  The  bunk  stops  here.  Dr.  Barry 
J.  Marshall,  an  internal  medicine  spe- 
cialist at  the  University  of  Virginia 
School  of  Medicine,  in  Char- 
lottesville, says 
the  most  com- 
mon type  of  pep- 


like  aspirin,  and  are  treated  accord- 
ingly.) Symptoms  of  duodenal  ulcer 
vary,  from  discomfort  to  intense 
pain;  extreme  cases  of  internal 
bleeding  can  be  deadly.  At  the  least 
an  ulcer  fouls  up  digestion  and  takes 
the  fun  out  of  ingestion.  A  full  stom- 
ach churns  out  gastric  acid,  which 
may  spill  into  the  duodenum,  but  the 
digestive  tract's  buffered  linings  nor- 
mally protect  it  from  corrosion;  it's 
when  acid  breaks  down  one's  own 
tissues  in  addition  to  one's  meals 
that  one  develops  a  peptic  ulcer. 

Nowadays  treatments  are  limited 
chiefly  to  acid-blocking  drugs,  which 
help  heal  ulcer  wounds  and  ease 
symptoms  but  don't  necessarily  fix 
the  malfunction  that  triggered  the 
acid  flood  to  begin  with.  Patients 
typically  take  such  medications  for 
months  or  even  years;  more  often 
than  not,  they  have  a  relapse,  only  to 
resume  medication.  Every  drug  com- 
pany must  dream  of  producing  an 
expensive  palliative  for  a  common 
chronic  disorder,  and  the  ulcer  mar- 


tic 


ulcer 


is 


Second  Opinion 


brought  on  by  a 
microbe — a  gut- 
invading  bacteri- 
um called  Heli- 
cobacter pylori.  Marshall's  finding, 
which  is  quickly  gaining  acceptance 
among  gastroenterologists,  has  many 
large  implications  for  treating  and 
understanding  most  peptic  ulcers.  If 
they  are  indeed  largely  caused  by  an 
infectious  bug  passed  from  one  per- 
son to  another,  there  is  heretofore 
unimagined  truth  to  the  notion  that 
someone  can  give  you  an  ulcer.  And 
contrary  to  popular  belief,  you  can't 
really  give  yourself  one. 

A  peptic\ilcer  is  a  hole  or  crater  in 
the  lining  of  the  stomach  or  duode- 
num, the  short  section  of  small  intes- 
tine attached  to  the  stomach.  An  esti- 
mated one  in  ten  American  adults 
suffer  from  peptic  ulcers  during  their 
lifetimes,  same  80%  of  which  are 
duodenal.  (About  30%  of  stomach 
ulcers,  Marshall  says,  arise  from  over- 
exposure to  anti-inflammatory  drugs 


ket  is  dreamily  huge.  In  1990, 
according  to  Drug  Topics  magazine, 
U.S.  pharmacies  spent  $1.6  billion 
stocking  up  on  prescription  ulcer 
medications. 

The  new  findings  promise  noth- 
ing less  than  a  treatment  revolution. 
Already  many  duodenal  ulcer 
patients  have  been  cured  by  taking 
antibiotics  and  a  bismuth-containing 
compound,  which  together  seem  to 
wipe  out  ensconced  Helicobacter 
pylori.  A  nice  twist  in  the  saga  of  this 
newly  documented  helical  bacterium 
is  that  the  only  bismuth-containing 
medication  now  readily  available  in 
the  United  States,  either  by  prescrip- 
tion or  over-the-counter,  is  old-fash- 
ioned Pepto-Bismol  (whose  parent 
company,  Procter  &  Gamble,  it  must 
be  disclosed,  funds  some  of  Mar- 
shall's research). 


The  Bunk  Stops 

Here:  The  Truth 

About  Ulcers 


By  Terence  Monmaney 
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An  ulcer  is  "not  a  psychological  problem ,"  asserts  one  internal  medicine  specialist.  "It's  a  disease." 


Marshall,  a  native  Australian,  was 
a  gastroenterology  resident  at  a  Perth 
hospital  in  1981  when  a  local  pathol- 
ogist pointed  out  numerous  patients 
whose  stomach  or  duodenum  were 
inhabited  by  a  strange,  unclassified 
bacterium.  He  followed  up  on  the 
cases,  and  within  a  few  years  found 
the  same  bacterial  strain  in  nearly  all 
duodenal  ulcer  patients  and  most 
stomach  ulcer  patients  he  examined. 
Still,  he  couldn't  tell  whether  the 
infection  merely  coincided  with  or 
actually  caused  the  disorders. 

Putting  his  hypothesis  where  his 
mouth  was,  he  drank  a  broth  brim- 
ming with  the  infectious  microbes. 
Time  passed.  He  endured  pain,  he 
vomited,  he  perhaps  questioned  his 
choice  of  career.  A  tube  snaked 
down  his  gullet  revealed  that  he  was 
now  the  host  of  a  florid  H.  pylori 
colony  and,  what's  more,  he  now  had 
a  classic  case  of  gastritis,  or  inflam- 
mation of  the  stomach  lining.  To  be 
sure,  only  about  a  quarter  of  gastritis 
patients  go  on  to  develop  an  ulcer, 
and  Marshall  was  very  pleased  to 
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find  he  was  among  the  other  three- 
quarters.  But  the  link  between  bac- 
teria and  illness  was  clear.  "After  that 
self-experiment,"  Marshall  says, 
"the  pieces  of  the  puzzle  started 
coming  together." 

As  it  happens,  the  ulcer  bug  is 
newly  discovered,  not  new.  Search- 
ing through  medical  literature  of  the 
last  hundred  years,  Marshall  found 
many  references,  albeit  incomplete 
and  little-fathomed,  to  spiral  gut  bac- 
teria. Looking  back,  he  believes  that 
the  species  he  and  his  colleagues 
named  H.  pylori  has  been  with  us  all 
along — and  has  probably  been  gen- 
erating ulcers,  too — but  no  scientist 
seriously  argued  for  its  role  in  gastri- 
tis and  peptic  ulcers.  A  study  by 
Marshall  and  coworkers  of  100  pep- 
tic ulcer  patients  -changed  that.  Pub- 
lished in  1988  in  the  British  medical 
journal  The  Lancet,  it  showed  that 
conventional,  acid-blocking  treat- 
ments had  no  effect  on  the  patients' 
H.  pylori  infections,  and  that  84%  of 
such  patients  had  an  ulcer  relapse 
within  a  year;   in   contrast,   bis- 
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muth/antibiotic  treatment  wiped  out 
the  infection  in  70%  of  patients,  and 
only  20%  of  them  had  a  relapse.  Sub- 
sequent studies  had  even  better 
results.  Curing  ulcer  disease  will  get 
even  easier,  Marshall  predicts,  as 
antibiotics  specifically  for  the  ulcer 
bug  are  invented. 

Of  all  the  various  factors  com-  « 
monly  said  to  fuel  a  duodenal 
ulcer — old  age,  smoking,  diet,  stress, 
etc. — nothing  seems  as  important  as 
that  twisted  little  microbe.  "We  still 
can't  definitely  say  the  bacterium 
causes  ulcer  disease — it  may  only 
contribute  to  it,"  says  Daniel  I  lollan- 
der,  chief  of  gastroenterology  at  the 
University  of  California,  Irvine.  "But 
the  evidence  is  that  if  you  eradicate 
the  bacterial  infection,  you  can  pre- 
vent recurrence  of  duodenal  ulcer. 
And  that  by  itself  is  very  important-" 
Hollander,  like  many  researchers 
who  once  doubted  Marshall's  theory, 
now  routinely  treats  peptic  ulcer 
patients  who  have  had  more  thai) 
one  ulcer  with  not  only  acid  blockers 
but  antibiotics. 
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For  over  275  years,  its  brilliant  light  ,  §^ 

has  pointed  the  way  to  safe  passage. . .    - 1 


Boston 
Light 

Little  Brewster  Island, 
Massachusetts 


ZS* 


A  handcrafted  porcelain 
sculpture  re-creating       a 
America's  oldest 
lighthouse. 


Shown  actual  size. 


On  the  night  of  September  14, 1716, 

mariners  approaching  Boston's  fog-shrouded 

harbor  were  greeted  by  a  welcome  sight:  a  powerful  beam  of  light,  piercing 

the  misty  darkness  from  atop  the  new  Boston  Light.  Ever  since,  Boston 

Light  has  safely  guided  mariners  and  seaborne  travelers  past  the 

treacherous  waters  surrounding  the  entrance  to  Boston  Harbor.  Now,  you 

can  acquire  an  authentically  detailed  re-creation  of  this  famous  lighthouse. 

Astonishing  level  of  detail. 

To  honor  this  national  treasure,  Boston  Light  is  sculpted  with  an  exquisite 
level  of  detail.  Notice  the  tiny  roof  tiles  on  the  little  buildings,  the  craggy, 
weather-worn  rocks,  and  the  individual  stones  forming  the  tower.  Indeed, 
Boston  Light  is  a  miniature  masterpiece. 

Expertly  crafted  in  cold-cast  porcelain,  each  Boston  Light  sculpture  is 
skillfully  painted  by  hand  in  true-to-life  colors.  It  comes  complete  with  a  per- 
sonalized serially-numbered  Certificate  of  Authenticity  at  no  extra  charge. 


An  exceptional  value. 

Boston  Light  is  a  delightful  way  for  you, 
your  family  and  your  friends  to  share 
in  our  nation's  proud  maritime  heritage. 
Available  exclusively  from  the  Danbury 
Mint,  Boston  Light  is  priced  at  just 
$29.90,  payable  in  two  convenient  install- 
ments of  $14.95.  The  superb  craftsman- 
ship and  outstanding  detail  make  this 
sculpture  a  remarkable  value.  Your 
satisfaction  is  guaranteed,  so  order  today! 


Skillful  hand-painting  highlights  the 

exquisitely  sculpted  details 
of  the  buildings,  tower  and  landscape. 


RESERVATION  APPLICATION 


The  Danbury  Mint         BOSTON  Please 

47  Richards  Avenue  y  -r^  tj't'  return 

Norwalk,  CT  06857  LiOri  1  promptly. 

Please  accept  my  reservation  for  Boston  Light,  a  cold- 
cast  porcelain  sculpture,  faithfully  re-creating 
America's  oldest  lighthouse. 

I  need  send  no  money  now.  I  will  pay  for  my 
sculpture  in  two  convenient  installments  of  $14.95* 
the  first  due  before  shipment.  If  not  delighted,  I  may 
return  my  sculpture  within  30  days  of  receipt  for 
replacement  or  refund. 

'Plus  any  applicable  sales  tax  and  $1.50  shipping  and 
handling  per  installment. 

Name 


(Please  print  clearly.) 


Address 


City 


State. 


.Zip. 


□  Check  here  if  you  want  each  installment  charged  to  your: 
D  VISA  □  MasterCard  □  Discover  □  Am.  Ex. 


Credit  Card  Number 
Signature    _ 


Expiration  Date 


(All  orders  subject  to  acceptance  ,) 


Name  to  print  on  Certificate  of  Authenticity  (if  different  from  above). 
Please  allow  4  to  8  weeks  after  initial  payment  for  shipment. 
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1HERE  S 

AN  ENTIRE 

CITY 

BLOCK 

IN  THIS 

LITTLE  BOX 


Our  gift  boxes  hold  what  (heirs 

can't:  nine  floors  of  exciting 

possibilities!  At  Maeys  our 

Corporate  Gift  Service  draws  on 

an  unparalleled  selection  of  gifts 

that  goes  waj  beyond  pens  and 

paperweights.  Along  with 

traditional  gifts  we  earn  the 

latest  in  ingenious  electronics, a 

world  of  fashion,  gourmel  food 

and  so  much  more.  Alter  all.  you 

wouldn't  expect  anything  less 
from  The  Worlds  Largest  Store. 

Gall  212-560-3620  today  so  we 
can  get  started  on  your  holiday 

gift -giving  program. Out  side 
New  York,  1-800-343-0121.  Our 
service  is  always  complimentary 
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Contrary  to  popular  belief,  you  can't  really  give  yourself  an  ulcer. 


At  the  Charlottesville  gastroen- 
terology clinic,  an  ulcer  patient  is 
screened  for  H.  pylori  infection  with 
either  a  blood  test  or  a  sort  of 
breathalizer  test,  which  Marshall  and 
others  are  still  perfecting.  If  the 
result  is  positive,  Marshall  typically 
administers  acid-blocking  drugs  for  a 
few  days,  to  calm  the  storm,  and 
then  Pepto-Bismol  and  the  antibi- 
otics tetracycline  and  metronidazole 
for  two  weeks.  The  approximately 
80%  of  patients  who  are  cured  are 
thus  spared  far  more  than  a  belly- 
ache. They  won't  have  to  take  pricey 
acid-blocking  drugs  for  months  or 
years.  And  they  won't  keep  wonder- 
ing what  deficiency  in  their  character 
led  them  to  dig  this  horrid  hole. 

"A  patient  often  feels  guilty  about 
having  an  ulcer,"  says  Hollander. 
"Or  his  boss  might  feel  guilty  about 
giving  him  an  ulcer.  But  it's  not  a 
psychological  problem.  It's  a  dis- 
ease." Not  even  a  stress-related  dis- 
ease? "There's  no  good  evidence  for 
that  at  all.  You  can  stress  a  rat  and 
give  it  a  gastric  Ulceration,  but  rats 
don't  get  the  ulcers  people  get."  Not 
even  ambitious  people?  "It  has  been 
popular  to  think  of  an  ulcer  as  almost 
a  status  symbol — around  the  office  it 
means  you're  hard-driving.  But 
there's  nothing  to  that  either."  As  for 
the  wisdom  of  soothing  an  ulcer  by 


eating  only  the  blandest  victuals, 
Marshall  says,  in  effect,  Pass  the 
Tabasco  Sauce.  "It  doesn't  make  any 
difference  to  an  ulcer  what  you  eat." 
Not  even  really  spicy  food?  "Makes 
no  difference."  Coffee?  "Nothing  to 
worry  about." 

Though  H.  pylori  appears  aston- 
ishingly well-adapted  for  life  in  the 
human  gut,  little  is  known  about 
why  some  infected  people  develop 
ulcers  and  others  don't;  it  may  be 
that  some  bacterial  strains  are  nastier 
than  others,  or  some  people  are  just 
more  immune  to  it.  And  the  simplest 
question,  how  the  bug  travels  from 
person  to  person,  remains  to  be  firm- 
ly answered,  though  Marshall's  best 
guess  is  that  poor  sanitation  may  pass 
it  along,  and  possibly  even  kissing; 
about  half  of  the  spouses  of  his  ulcer 
patients  test  positive  for  H.  pylori, 
even  if  they  have  no  symptoms.  For 
now,  sweep  aside  the  details  arid 
minor  mysteries  and  consider  that 
after  only  a  decade  of  research,  it 
appears  that  this  scourge,  long  con- 
sidered a  permanent  side  effect  of 
modern  American  life,  may  soon 
become  as  bygone  as  scarlet  fewer. 
So  relax  about  that  ulcer — or  don't. 
It  doesn't  seem  to  matter.© 

Terence  Monmanei  is  a  consulting 
editor  at  American  I  lealth. 
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C   yU  rom  the  moment  you  step  into  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  be  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour."  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours,  fust  ask  your 
travel  agent  or  call 
1-800-SOFITEL. 
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Hotel  Sofitel 

NORTH      AMERICA 


CHICAGO 


HOUSTON 


LOS  ANGELES     •     MIAMI 


MINNEAPOLIS 


SAN  FRANCISCO  BAY     •     WASHINGTON  B.C.  (PULLMAN) 


Golf- 
By  The  Books 


Or  all  sports,  it  would  seem 
that  golf  offers  the  richest  veins  to 
be  mined  by  writers.  After  all,  one 
of  the  basic  and  universal  skills  of 
the  game  seems  to  be  the  telling  of 
the  Story  of  the  Round  (either  fic- 
tional or  non-fictional)  in  the  club- 
house afterwards. 

Each  round  of  golf  is  its  own 
morality  play.  Man  against  .natufe. 
Man  against  himself.  Man  against 
Fate.  In  two  acts,  no  less:  the  Front 
Nine  and  the  Back  Nine. 

Golfs  mythologies  are  rich,  too. 
The  origins  of  the  game  are  covered 
in  a  murky,  primordial  mist,  not 


The  Golf  Ba 


By  James  Y.  Bartlett 
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unlike  the  origins  of  the  world  itself. 
Is  it  a  coincidence  that  a  group  of 
golfers  in  Scotland,  back  in  1834, 
renamed  the  Society  of  St.  Andrews 
Golfers,  an  organization  only  80 
years  old,  the  Royal  &  Ancient  Golf 
Club?  Pretty  powerful  word, 
"ancient." 

The  game  has  its  pantheon  of 
gods:  Vardon,  Braid,  Hogan,  Jones, 
Nelson,  Snead  and  Palmer.  And  golf 
is  full  of  mysticism,  far  beyond  the 
how  of  hitting  a  three-iron  off  a 
tight  lie. 

Michael  Murphy,  founder  of  the 
Esalen  Institute,  addressed  some  of 
these  mystical  elements  in  his 
famous  book,  Golf  In  The  Kingdom. 
The  mystery  of  the  hole  (the  navel  of 
the  world?),  the  meaning  of  the 
whiteness  of  the  ball  (a  symbolic  ref- 
erence to  the  void),  and  even  the  rea- 
son why  fans  and  golfers  adopt  total 
silence  before  a  shot  is  played  (a  sub- 
conscious awareness  that  something 
other-worldly  is  going  on). 

And  why  are  there  18  holes  in 
golf?  History  tells  us  that  it's  because 
they  combined  a  few  short  holes  on 
the  original  22-hole  course  at  St. 
Andrews,  and  the  resultant  18-hole 
track  became  the  universal  standard. 
I  prefer  to  believe  that  one  plus 
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eight  equals  nine;  golf  is  divided  into 
two  nines,  and  Nine  is  the  number 
historically  affiliated  with  the 
Mother  Goddess. 

However,  looking  back  at  the  lit- 
erature of  golf,  one  finds  that  most 
writers  take  a  rather  shallow  divot  in 
this  mother  lode  of  material.  There 
ire,  of  course,  plenty  of  volumes  to 
tell  you  how  to  keep  the  left  arm 
straight  and  the  head  down.  Ghost- 
written autobiographies  of  so-called 
stars  that  make  one  yearn  for  the  lit- 
erate humor  and  stylish  phrasing  of 
Bobby  Jones'  Down  The  Fairway. 

Still,  there  are  some  interesting 
and  intriguing  new 
golf  books  on  the 

9  market,  by  some 
writers  who  know 
their  way  around 
both  a  pencil  and  a 
mashie  niblick. 
"There,  on  the 
tee's  earth  platform,  standing  in  his 
large  white  spiked  Footjoys  and  blue 
sweat  socks,  drawing  the  long 
tapered  steel  wand  of  the  Lynx 
Predator  driver  from  the  bag,  he 
feels  tall  again. ..In  golf,  the  dis- 
tances, the  hundreds  of  yards,  dis- 
solve to  a  few  effortless  swings  if  you 
find  the  inner  magic,  the  key. 
Always,  golf  for  him  holds  out  the 
hope  of  perfection,  of  a  perfect 
weightlessness  and  consummate 
ease,  for  now  and  again  it  does  hap- 
pen, happens  in  three  dimensions, 
shot  after  shot." 

John  Updike  seems  to  find  the 
mystical  element  in  many  aspects  of 
modern  life:  sex,  religion,  etc.  He 
has  his  finger  on  it  with  golf,  too,  and 
the  game  appears  frequently  in  his 
fiction.  The  above  reference  is  from 
Rabbit  At  Rest,  (Fawcett,  $5.99'in 
paperback)  the  last  of  the  four  books 
in  which  Harry  "Rabbit"  Angstrom 
tees  it  up. 

Another  Updikean  story,  "The 
Pro,"  is  one  of  the  many  jewels  to  bl 
found  in  the  Norton  Book  Of  Sports 
(Norton,  $24.95),  a  wonderful 
anthology  of  sportswriting  edited  In 
George  Plimpton. 

In  addition  to  golf  pieces  byf 
Wilfrid  Sheed,  David  Allan  Fvansj 
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When  gold  must  do  more  than  glitter. 
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Omega  Speedmaster  Automatic 
len's  chronograph  with  moon  phase  in  18K  gold 
Scratch-resistant  sapphire  crystal. 
Water  resistant. 
Swiss  made  since  1848. 


.  MARSH 

65  Mi  1 1  burn  Avenue 
tfillburn,  NJ  07041 
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The  sign  of  excellence. 


The  Roaring  Twenties 
golf  stories  ofP.G.  Wode- 

house  are  always  fun 
from  first  line  ("It  was  a 

morning  when  all 
nature  shouted  'Fore!999) 

to  last  ("He  folded 

her  in  his  arms,  using  the 

interlocking  grip. 99) 


and  Don  Marquis, 
there's  a  fine 
example  of  golf 
fiction  by  P.G 
Wodehouse. 
("The  Heart  Of 
A  Goof"),  whose 
Roaring  Twenties 
golf  stories  are 
always  fun  from 
first  line  ("It  was  a 
morning  when  all 
nature  shouted 
'Fore!'")  to  last 
("He  folded  her  in 
his  arms,  using  the 
interlocking  grip.") 


e 


Golf  a  la  Carte  peter  dobfjreiner 
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Most  current  golf  writing  is  done 
in  the  form  of  newspaper  columns  or 
magazine  pieces,  so  some  of  the  bet- 
ter recent  books  are  compilations  of 
previously  published  work.  Golf  A 
La  Carte  (Lyons  &  Burford,  $19.95); 
is  a  collection  of  recent  work  from 
Peter  Dobereiner,  whose  dry  British 
wit  is  found  occasionally  in  Golf 
Digest  magazine,  but  whose  humor-' 
ous  approach  to  the  game  is  proba- 
bly best  appreciated  by  his  regular 
readers  in  The  Observer  and  The 
Guardian  newspapers  in  Britain. 

Thomas  Boswell,  who  writes  fori 

The  Washington  Post,  has  collected 

several  years'  worth  of  his  golf  stuff 

in  Strokes  Of  Genius  (Viking  Penguin,  \ 

$9.95  in  paperback).  Boswell  can 

turn  a  nice  phrase,  his  reportage)] 

from  several  recent  major  touma-    £5 

■Bsau 
merits  is  still  gripping,  and  he  makes H 

no  bones  about  his  opinion  that  Jack 

Nicklaus  is  the  greatest  thing  since 

steel  shafts  replaced  hickory.  Here| 

Boswell  on  the  difference  bctwci 

American  and  British  golf: 

"The  British  concept  of  golf 
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A  pie  in  the  face  of  flight 
delays,  Ions  commutes  and 
endless  campaign  speeches. 


Wouldn't  it  be  nice  to  be  one  of  those  amazingly  and  puzzle  games  to  choose  from.  To  get  you  started, 


sunny  folks  whostroll  through  lifes  the  first  cartridge  is  on  us.  It's  Tetris*,  the  jigsaw  puzzle 
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Mostof  us  end  up  with  fistfuls 
ofourown  hair  when  a  shoelace 
breaks,  m  Life  is  definitely 
better  if  you 
don't  sweat  the 
small  stuff.  But  how?  Kelp 
wraps?  Dairy  massage?  It'd  be 
easier  just  to  get  yourself 
a  Game  Boy! 
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GAME  BOY 


that  fights  back. 


TETOIS" 


Imag 


me  your 
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Tx7!^8      The  personal 


ignorant  bliss  as  the  7:15  grinds  to 


halt  between  stations  whileyou 


playa rousing  setoftennis.Forthat 


matter,thewhole 


aviation  industry 


ould  be  an  hour  latefromnowon, 


nd  all  it  will  mean  to  you  is  an 


Opportunity  to  play  nine  more  holes. 


life's  nrt 


going    to    stop 
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B1989    Nintendo 


throwing  y  o  u  c u  r ve s.  But  with  a  Game  Boy 


r< 


game  playing  system  from  Nintendo.  You  can  take  it  (and  Baseball® from  Nintendo)  at  least  you  can  start  turning  them 


anywhere,  and  there  are  over  two  hundred  sports,  action  into  home  runs. 


HaveYou  HadYourHmTodav? 


C  1992Nintunbo    1  &  fM are iradenwksot  Nintendo ol 


Nintendo  of  Amertcaloc  TMand  i  Elorg  Licensed  by  BPS  sublicensed  by  Nintendo    :>1989B  P  S./Nmtendo  Onginal  concept,  design  and  program  by  Atexey  Pazhitnov 
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r  the  dealer  nearest  you,  call 
500-FINE  PEN. 


defensive.  Keep  it  in  play,  survive 
disaster,  recover  from  adversity.  It  is 
a  weary,  philosophical  Old  World 
approach  that  is  long  on  wisdom, 
short  on  results.  Nature  is  seen  as  an 
implacable  and  unbeatable  enemy 
that  can  be  endured  and  kept  tem- 
porarily at  bay.  American  pros  play 
in  short  sleeves  and  associate  their 
game  with  warmth  and  heroic  der- 
ring-do. The  British  play  in  swea- 
ters, caps,  and  long  underwear,  and 
think  of  their  game  the  way  monks 
supposedly  revere  their 
hair  shirts." 

Other  recent  addi- 
tions to  the  literature  of 
the  game  have  taken 
some  strange  tangents. 
How  about  a  book  that 
describes  in  minute, 
step-by-step  detail  the 
concept,  development, 
design  and  construction 
of  a  south  Florida  golf 
course?  Sound  dreadful- 
ly boring?  John  Strawn's 
Driving  The  Green 
(HarperCollins,  $25)  is 
actually  pretty  interest- 
ing reading.  Especially 
for  those  who've  always 


former  book:  Bamberger  finds  a  bag, 
Bamberger  makes  a  mistake  and  the 
pro  is  mad,  Bamberger  puts  the 
right  stick  in  the  pro's  hand  at  the 
right  time  and  everyone  is  happy 
again.  The  Scotland  stuff  is  a  wee 
bit  melodramatic. 

David  Halberstam  and  Roger 
Angell  have  both  written  good  books 
on  baseball  that  give  full-length 
treatments  to  a  team's  dream  season. 
Former  tour  pro  Curt  Sampson  has 
now  done  the  same  for  golf.  The 


Here's  Thomas  Boswell  on 

the  difference  between  American  and 

British  golf:"The  British  concept 

of  golf  is  defensive.  It  is  a 

weary,  philosophical  Old  World 

approach  that  is  long  on  wisdom,  short 

on  results... American  pros  play 

in  short  sleeves  and  associate  their 


wanted  to  ride  the  wild      game  with  Warmth  and  heroic  derHng-      second   book  is  a  fe 


basically  a  coming-of-age  tale  about 
a  teen-aged  New  Jersey  caddy  circa 
1968,  the  time  of  the  "love"  genera- 
tion, Viet  Nam,  drugs  and  rock  'n' 
roll.  Interesting,  yes. ..about  golf? 
Not  really. 

I  thought  I  had  a  brilliantly  origi- 
nal idea  several  years  ago  when  I 
began  writing  my  nascent  series  of 
golfing  murder  mysteries. ..until  I 
uncovered  a  long  list  of  mysteries  in 
which  golf  plays  a  part.  There  are 
mysteries  where  bodies  are  found  on 
a  golf  course  (Agatha 
Christie,  Murder  on  the 
Links);  mysteries  where  a 
golf  club  is  the  murder 
weapon  (Rex  Stout,  Fer- 
De-Lance)  and  mysteries 
where  pro  golfers  are  the 
victims  (John  Logue, 
Follow  The  Leader). 

Okay,  so  my  contribu- 
tions to  the  genre  aren't 
brilliantly  original.  But  I 
still  think  Dead/  Is  A  Two- 
Stroke  Penalty  (St.  Mar- 
tin's Press,  $16.95)  and 
Death  From  The  Ladies ' 
Tee  (St.  Martin's  Press, 
$17.95)  are  good  reads. 
Self-critique?  The 
w 


bulldozer. 

A  few  years  ago  a 
young  college  graduate 
decided  to  eschew  a 
search  for  a  real  job  and 
take  the  summer  off  to 
find  work  caddying  on 
the  PGA  Tour.  Michael 
Bamberger's  1986  book, 
The  Green  Road  Home 
(Contemporary  Books, 
$11.95  in  paperback),  was  the  result. 
Parlaying  the  success  of  that  book 
into  a  brief  newspaper  career, 
Bamberger  married  and  convinced 
his  new  wife  to  join  him  in  dropping 
out  and  accompanying  him  to 
Europe.  He  spent  half  a  year  looping 
for  players  on  the  European  PGA 
Tour,  then  spent  several  months 
wandering  in  Scotland,  searching  for 
The  Secret  of  Golf.  The  result  is  To 
The  Lin ksland  (Viking  Penguin,  $21). 
The  caddying  stuff  is  rehash  of  the 


do.  The  British  play  in  sweaters, 
caps,  and  long  underwear,  and  think 

of  their  game  the  way  monks 
supposedly  revere  their  hair  shirts." 


Eternal  Summer  (Taylor  Publishing, 
$19.95)  is  a  detailed  look  at  1960, 
when  Hogan  was  fighting  the  yips, 
Palmer  was  King  and  some  20-year- 
old  kid  named  Fat  Jack  Nicklaus 
was  making  noises. 

And  what  about  fiction?  Where, 
unconstrained  by  the  manacles  of 
historical  fact,  a  writer  can  really  sink 
his  teeth  into  the  symbolism  of  golf? 

Alas,  the  book  shelf  here  is  a  bit 
thin.  David  Noonan's  Memoir's  Of  A 
Caddy  (Simon  &  Schuster,  $18.95)  is 

FYI 


strokes  better  than  the 
first,  the  weakest  part  of 
both  is  the  mystery  ele- 
ment (which  means  it's 
not  that  hard  to  figure  out 
whodunnit),  but  they're 
both  fun,  with  lots  of 
"insider"  stuff  about  the 
PGA  and  LPGA  tours, 
and  the  series  hero,  a  for- 
mer tour  player-turned- 
golf  writer  named  Hacker  (get  it?)  is 
shrewd,  irreverent  and  f  inny. 

Reviews  have  ranged  from  "as 
good  as  Dick  Francis"  (I  won't  tell 
you  how  much  that  cost  me!)  to 
"Hacker  is  a  smirking,pompous,  sex- 
ist jerk."  . 

Whether  smirking  or  shrewd,  at 
least  Hacker  knows  the  number  of 
the  Goddess.  SB 

James  Y.  Bartlett  is  careful  to  drive 
for  show  and  putt  for  dough. 

FORBES  41 


0tmmmfmmHm   -■'*»- 


■ 


RELAX  &  ENJOY. 


IT  HAPPENS  TO  THE 
BEST  OF  US. 

Inevitably,  no  mailer  how  much  we  struggle, 
in  one  way  or  another,  one  day  we  become  our 
parents.  Instead  of  resisting  this  notion,  we 
invite  you  to  celebrate  this  rite  of  passage  with 


DRAMBUIE 


an  exquisite  liqueur,  one  that  your  father  knew 


so  well.  Drambuie.  A  blend  of  the  finest  aged 


malt  scotch  whiskies,  heather,  honey  and 


delicate  herbs  creates  a  unique  taste  that 


lingers  long  after  you've  finished  drinking  it. 


Perhaps  your  father  did  know  best  after  all. 


YOUR  TIME  HAS  COME.- 


TO  SEND  A  GIFT  OF  DRAMBUIE  IN  THE  UNITED  STATES.  CAU  1-800-238-4373.  VOID  WHERE  PROHIBITED  BY  LAW 


I  have  a  friend  who  receives  her 
paycheck  once  a  month.  More  often 
than  not,  she  says,  it's  a  real  stretch 
to  make  that  check  last  30  days.  If 
unexpected  expenses  pop  up  early  in 
the  month,  the  remaining  weeks  can 
seem  rather  lean. 

Imagine  being  paid  not  once  a 
month,  but  once  a  year.  Charities 
don't  have  to  imagine.  The  bulk  or 
donations  come  in  December  in  the 
form  of  Christmas  gifts  and  year-end 
write-offs. 


Percent 


Solutions 


If  you  are  among  those  who  have 
been  waiting  for  the  holidays  to  give 
to  charity — next  year,  consider 
spreading  out  your  donations  of 
money  or  time.  Make  your  lifeline  to 
charities  something  they  can  depend 
on  all  year  long,  not  just  once  a  year. 

For  the  American  Red 
Cross,  even  if  Santa  had  decided  to 
come  mid-July,  it  wouldn't  have 
been  soon  enough.  Between  April 
and  July,  in  fact,  months  before 
Hurricane  Andrew  roared  through 
Florida  and  Louisiana,  the  Red 
Cross  had  already  committed  people 
and  resources  to  38  major  disasters 
across  the  U.S.,  amounting  to  almost 
$10  million  to  help  tornado  victims 
in  Wisconsin,  Minnesota,  New 
Mexico,  Oklahoma,  Arkansas  and 
South  Dakota;  flood  survivors  in 
southwest  Florida,  Texas,  and 
Connecticut;  and  California  resi- 
dents who  endured  both  earth- 
quakes and  brushfires.  Though 
these  were  disasters  large  enough  to 
overwhelm  local  Red  Cross  chap- 
ters— most  of  the  over  55,000  annual 
disasters  are  handled  locally — they 
were  too  small  to  make  the  evening 


"The  Tenth  Part 

of  what  the  land 

yields,  whether 

grain  crop  or 

fruit  from  the 

trees,  belongs  to 

the  Lord..." 
(Leviticus  27:30) 


By  Liam  Callanan 


news.  "When  people  hear  about  dis- 
aster victims,  they  want  to  help," 
says  Red  Cross  spokesperson  Susan 
Pyle.  But  when  there's  no  publicity, 
she  adds,  "people  don't  know  to 
donate." 

After  Hurricane  Andrew,  people 
certainly  knew  help  was  needed — 
and  donated  over  $59  million  in  the 
three  weeks  following  the  storm.  Yet 
the  Red  Cross  expects  to  spend  at 
least  $65  million  on  Andrew  alone. 
This  comes  after  having  already 
commited  over  $62  million  last  fiscal 
year,  $20  million  more  than  was  bud- 
geted (based  on  past  experience) 
and  raised  for  disaster  relief.  Ninety- 
two  cents  of  your  disaster  donation 
dollar  goes  to  helping  those  in  need, 
says  Pyle,  adding,  "People  in  this 
country  are  so  generous.  They  want 
to  help.  They  know  they  can't  be 
there,  but  they  know  we  are." 
(American  Red  Cross  Disaster  Relief 
Fund,  P.O.  Box  37243,  Washington, 
DC  20013;  800-842-2200.) 

Being  there  for  those  in  need — 
this,  too,  is  part  of  the  mission  of  the 
Rhythm  and  Blues  Found- 
ation. The  four-year-old  founda- 
tion, housed  in  the  Smithsonian's 
Museum  of  American  History,  works 
to  celebrate  and  provide  financial 
support  for  the  heritage  and  person- 
ages of  rhythm  and  blues  though 
annual  awards  and  grants.  In  addi- 
tion to  paying  tribute  to  R&B  leg- 
ends, a  certain  amount  of  money  is 
set  aside  for  need-based  grants. 

These  awards  first  stemmed  from 
the  realization  several  years  ago  that 
some  artists  of  the  40s,  50s  and  60s 
had  fallen  on  hard  times,  and  no  one 
was  there  to  help,  says  executive 
director  Suzan  Jenkins.  Old  royalties 
and  new  opportunities  had  evaporat- 
ed, and  many  past  stars,  struggling  to 
survive,  were  falling  through  the 
cracks.  Before  pioneer  vocalist  Mary 
Wells  ("My  Guy")  died  last  summer, 
the  foundation  had  raised  $150,000 
to  pay  for  her  care  and  treatment. 
The  foundation  also  maintains  ;i 
fund  named  after  Doc  Pomus  (besi 
known  for  "Viva  Las  Vegas,"  and 
"This   Magic  Moment"),  which 
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OES  IT  PLAY  THE  NEW  DIGITAL  COMPACT  CASSETTES? 
DOES  IT  PLAY  YOUR  OLD  CASSETTES? 
YES,  IT'S  DCC  FROM  TECHNICS. 


DIGITAL 


OMPACT  CASSETTE 


DCC  means  digital 
compact  cassette.  It's 
a  new  digital  audio 
format  from  Technics, 
captures  the  fidelity  of  digital  audio 
und  on  a  compact  cassette  tape.  Yet, 
mazingly,  it  also  can  play  all  your  old 
jvorite  analog  cassettes/ 
It  has  been  referred  to  as  the  future 
I  digital  sound.  And  been  hailed  as  the 
lost  significant  audio  development 


since  the  compact  disc. 

It's  DCC  and  Technics  proudly  brings  it 
to  you.  Pop  a  cassette  into  the  Technics 
DCC  deck  and  it  automatically  figures  out 
whether  the  cassette  is  DCC  or  analog. 

DCC  is  being  launched  with  hundreds 
of  pre-recorded  tapes,  featuring  your  fa- 
vorite artists.  And  DCC  is  available  today. 

In  addition  to  spectacular  digital  sound, 
pre-recorded  DCC  tapes  have  a  separate 
track  for  data  such  as  album  title,  song 


titles  and  artist  identification.  The  Technics 
DCC  deck  displays  this  information  so  you 
can  easily  scan  or  skip  through  the  tape. 
The  deck  also  features  auto-reverse  and 
quick  track  access. 

DCC  from  Technics.  Tomorrow's  technol- 
ogy that  doesn't  forget  yesterday's  music. 

"Plays  back  analog  cassettes  in  analog  format. 


The  science  of  sound 


addresses  artists'  "current,  specific 
financial  needs."  Artists  in  need  can 
contact  the  foundation  through  a 
new,  toll-free  number  which  spares 
them  unnecessary  expense  or 
embarrassment.  (Rhythm  and  Blues 
Foundation,  14th  St.  and  Constitution 
Ave.,  XW,  Room  4603, 
Washington,  DC  20560. 
202-357-1654.) 


Dallas-Fort  Worth  Airport,  TX  75261- 
9616,  800-882-8880.) 

For  Karla  VanderZanden,  the 
search  for  the  perfect  outdoors  class- 
room ended  in  Utah.  Founder  and 
executive  director  of  the  Canyon- 


Another  way  to  help 
those  in  need  may  sit 
right  in  your  wallet — and 
it  has  nothing  to  do  with 
your  cash  or  credit  cards. 
It's  your  frequent  flyer 
card.  American  Air- 
lines' Miles  for  Kids 
In  Need  program  is  an 
outgrowth  of  American's 
frequent  flyer  program, 
American  AAdvantage. 
Frequent  flyers  can  des- 
ignate any  portion  of  their 
miles  to  go  to  charity — 
the  miles  then  go  into  a 
general  fund,  unless 
donors  earmark  them  for 
the  Starlight  Foundation 
(a  children's  wish  grant- 
ing organization)  or 
Variety  Clubs  Inter- 
national (which,  among 
other  things,  brings  kids 
from  Latin  America  to  the 
U.S.  for  medical  treat- 
ment). American  matches 
your  donation  with  one 
mile  for  every  three  you 
donate. 

Now  in  its  third  year, 
the  program  has  been 
wildly  successful,  accord- 
ing to  American  spokes- 
man Bill  Harless.  In  the 
first  eight  months  of  this 
year,  Miles  for  Kids  had 
already  issued  2,300  tick- 
ets. If  you've  been  look- 
ing for  a  way  to  get  rid  of 
your  mountain  of  miles  without  hav- 
ing to  fly  roundtrips  to  Australia 
every  other  month,  search  no  more. 
i Miles  for  Kids,  American  Airlines 
Frequent  Traveler  Special  Programs, 
Mail  Drop  1394,  P.O.  Box  619616, 


Nothing  is  morefrus 


Xfffzi-z^    trating  than  discovering  that 


the  $10,000  computer  system  you  bought  a 


few  years  back  is  now  worth  less  than  the 


learning.  "There  is  an  incredible 
diversity  of  environments,  from  arid 
to  lush,  from  alpine  forests  to  the 
desert  floor,"  she  explains. 

Canyonlands'  programs  are  simi- 
larly diverse,  serving  all  ages  from 
young  students  to  Elderhostel  par- 
ticipants. "It's  an  easy 
place  to  learn  lessons," 
says  VanderZanden, 
describing  the  various 
programs — backpacking 
and  rafting  trips,  writing 
and  photography  work- 
shops, and  a  set  of  special 
outings  designed  for 
women  only.  Most  out- 
ings include  some  sort  of 
service  element  such  as 
trail  maintenance  or 
fence  building.  CFI  also 
works  with  area  authori- 
ties on  public  education 
programs  such  as 
avalanche  danger  aware- 
ness and  mountain  bik- 
ing courtesy.  It's  all  a 
means  of  helping  people 
understand  that  they're  a 
part  of  the  environment, 
says  VanderZanden,  not 
in  charge  of  it. 
(Canyonlands,  P.O.  Box 
68,Moab,  UT  84532.  801 - 
259-7750.) 


coffeemaker you  bought  in  1960.  Well,  the 


National  Cristina  Foundation  has  some 


ideas  for  your  used  computer  equipment. 


lands  Field  Institute,  a  non- 
profit environmental  education 
organization  located  in  Moab,  Utah, 
VanderZanden  says  she  came  to  the 
Colorado  Plateau  because  the  area 
offered  unique  opportunities  for 


Nothing  is  more  frus- 
trating  than  discovering 
that  the  $10,000  computer 
system  you  bought  a  few 
years  back  is  now  worth 
less  than  the  coffee  maker 
you  bought  in  1960.  But 
worth  is  in  the  eye  of  the 
beholder — or  to  use  com- 
puterspeak,  the  optical 
recognition  of  the  user— 
and  the  National 
Cristina  Foundation 
has  some  ideas  for  your 
used  or  commercially 
obsolete  computer  equipment 

NCF  gets  its  name  from  the 
daughter  of  co-founder  Bruce 
McMahan,  who  realized  that  the 
physical  disabilities  of  his  daughter 
and  her  classmates  could  in  some 
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ways  be  surmounted  by  the  pres- 
ence of  a  computer.  After  starting 
with  "one  computer  in  one  school  in 
one  city,"  co-founder  and  president 
Yvette  Marrin  says  NCF  has  gone  on 
to  help  over  50,000  people  get  access 
to  computers  in  39  states  and  five 
countries.  NCF  now  works  groups 
serving  not  only  people  with  disabil- 
ities, but  also  at-risk  students,  and 
disadvantaged  workers  who  need 
computer  training  and  instruction. 
NCF's  network  enables  it  to  match 
donations  directly  with  sites  which 
need  the  equipment,  and  overhead 
is  kept  low  by  having  the  donor  ship 
the  equipment  directly  to  those  in 
need.  Complete  details  on  tax  bene- 
fits are  available.  (NCF's  pitch: 
"Machines  you  can  write  off — 
People  you  can't")  (National  Cristina 
Foundation,  42  Hillcrest  Drive,  Pelham 
Manor,  NY  10803.  800-CRISTINA  or 
914-738-7494.) 

One  of  Sheri  Singer's  main  worries 
is  the  number  of  people  who  have 


written  off  United  Service 
Organizations — better  known  as 
USO.  Singer,  USO's  manager  of  com- 
munications, says  there  are  two 
"well-held  myths"  about  the  USO: 
that  they're  part  of  the  government, 
and  that  they  don't  exist  anymore.  To 
anyone  who's  in  earshot,  Singer  will 
readily  refute  both.  Moreover,  she 
says,  to  2,000,000  service  personnel 
and  their  families  around  the  world, 
the  USO,  now  over  50  years  old,  is 
still  very  much  a  part  of  military  life. 

Along  with  its  domestic  affiliates, 
much  of  USO's  work  takes  place  in 
foreign  countries,  providing  orienta- 
tion programs  and  activities  for  fami- 
lies venturing  abroad  for  the  first  time. 
Relying  entirely  on  private  support, 
the  USO  operates  170  service  centers 
around  the  world  with  the  help  of 
about  100  paid  staff,  over  25,000  vol- 
unteers, and  the  people  everyone 
knows  about — USO  celebrities. 

But  changing  times  are  also 
changing  priorities.  Two  of  the 
USO's  newest  programs  are  aimed 


directly  at  the  business  community. 
The  first,  summed  up  in  a  videotape 
called  "Heroes  For  Hirc"(first  copy 
available  free,  extras  $6),  targets  the 
corporate  world  in  its  effort  to 
encourage  businesses  to  hire  service- 
men and  -women  who  are  leaving  a 
downsizing  force.  The  second, 
Campaign  For  Freedom's  Finest, 
addresses  the  unsettling  predica- 
ment that  USO  historically  faces:  the 
difficulty  of  raising  funds  in  peace- 
time. The  campaign  has  set  for  itself 
a  $24-million  goal,  part  of  which  will 
go  into  a  crisis  fund.  Singer  explains 
that  when  Desert  Storm  began  the 
USO  didn't  have  time  to  go  out  and 
raise  funds — they  had  to  get  right  to 
work.  The  next  time  a  sudden  and 
massive  mobilization  happens,  the 
USO  wants  to  have  adequate 
reserves  on  hand.  (USO,  601  Indiana 
Ave.,  NW,  Washington,  DC  20004. 
202-7 83-8121. )m 

Liam  Callanan  is  a  writer  living  in 
Alexandria,  Va. 


BALI 

BANGKOK 

BEIJING 

FIJI 

HANGZHOU 


Shant)ri-La's  Q)ina  World  Hotel, 

Beijing. 

Where  else. 


The  Promise  of  Shangri-La 
in  14  great  destinations. 


HONG  KONG 

KOTA  KINABALU 

KUALA  LUMPUR 

MANILA 

PENANG 

SHANGHAI 

SHENZHEN 

SINGAPORE 

VANCOUVER 


SHANGRI-LA 

HOTELS  and  RESORTS 

For  reservations  and  information,  please  call  USA  &  Canada 
(1-800)  942  5050  or  your  travel  agent 


At  this    stage   in  the  election 
cycle,  about  half  of  you  are  gloating 
and  the  rest  are  wondering  how  to 
survive   the   next 
four     years.     But 
whether  it's  cele- 
bration or  solace 
you're    after   this 
holiday  season,  can 
we  all  agree  that  the  occasion  calls 
for  a  splendid  bottle  of  red  wine? 
Champagne  is  a  per- 
fectly sensible  if  obvi- 
ous candidate  for  the 
gift-giving  season,  but 
an  assertive,  full-bod- 
ied red  is  more  likely 
to  satisfy  your  cold- 
weather  needs. 

Ironically,  at  a  time 
when  the  retail  wine 
business  has  been 
flattened  by  a  dearth 
of  dollars  at  home 
and  an  anemic  buck 
abroad,  there  have 
never  been  so  many  outstanding  red 
wines  on  the  shelves.  The  bottles 
and  categories  I've  singled  out  below 


Grape  Juice 


Reds  Worth  Going 
Into  The  Red  For 


(in  roughly  ascending  order  of  alco- 
holic clout)  are  among  the  most  sub- 
lime of  the  past  decade,  thanks  in 
large  part  to  a  miraculous  hat  trick  of     downright  genteel,  making  them 


for  at  least  a  couple  of  presidential 
elections:  if  you're  sampling  them 
now,  decant  them  an  hour  or  so 
before  serving  to  let  them  breathe. 

1988  "New  Wave" 
Reds  from  Tuscany 

Purists    are    still    appalled    that 
Tuscany's  Chianti  producers  would 
break  with  tradition  and  age  a  por- 
tion of  their  sangiovese  in  small  oak 
barrels,      as      the 
French     do,     or, 
worse  still,  blend  in 
some  cabernet.  A 
handful      of     the 
region's      estates 
eschew  sangiovese 
entirely,    bottling 
wines   that  are   all 
cabernet  sauvignon 
or  cabernet-dominat- 
ed        blends         of 
Bordeaux.  Neverthe- 
less, the  best  of  these 
so-called  "new  wave" 
wines  have  become 
the  rage  in  recent  years,  both  in  Italy 
and  abroad,  and  scores  of  producers 
now  offer  their  own  versions. 

The  breakthrough  year  for  these 
parvenus  was  1985,  and  the  currently 
available  vintage,  1988,  is  a  suaver  if 
less  sumptuous  successor.  In  fact, 
the  best  '88s  demonstrate  a  degree 
of  polish  not  previously  associated 
with  Italy's  red  wines.  Compared  to 
most  of  the  blockbusters  mentioned  ' 
below,  these  intensely  flavored, 
firm,  medium-bodied  wines  are 


By  Stephen  Tanzer 


harvests  in  most  growing  areas  of 
Europe  over  the  1988-90  period  and 
an  excellent  1990  vintage  in 
California. 

Two  caveats:  the  greatest  wines 
are  always  in  short  supply,  and 
canny  winelovers  are  already  squir- 
reling away  the  following  recom- 
mended bottles  for  future 
consumption,  so  tracking  them 
down  will  require  a  special  search,  or 
an  ally  in  the  wine  trade.  And  keep 
in  mind  that  many  of  these  selec- 
tions, though  blessedly  accessible  at 
present,  will  not  reach  full  maturity 


highly  civilized  companions  for  red 
meat  and  game  birds. 

Three  minty,  oaky,  blackcurrant- 
suffused  cabernets  deserve  special 
mention  for  their  class  and  concen- 
tration in  1988:  Omellaia  ($40-$45), 
Sassicaia  ($60-$70)  and  Solaia  ($70- 
$80).  Among  those  standouts  made 
mostly  or  completely  from  san- 
giovese, my  top  choices  are 
Flaccianello,  Fontalloro,  Grift,  G rosso 
Sanese,  Paretaio,  Percar/o,  Le  Pergom 
Torte,  Prunaio  and  Tignanello;  all  are 
less  expensive  than  the  above  three 
cabernets.  File  these  names  in  your 
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I  \  's  designed  to  make  the  most  of  an  invaluable  piece  of  equipment  you  already  have. 


, 


Let  us  begin  with  the 
obvious. There  is  a  vision  in- 
side your  head.  There  is  a  world  outside. 
The  challenge  is  to  find  some  way  to  bring 
them  together. 

You  see,  anyone  can  ride  a  motorcy- 
cle through  a  tunnel.  But  only  someone 
with  determination,  conviction,  and  no 
small  amount  of  courage  can  hang  off 
the  back  of  a  motorcycle  riding  through 
a  tunnel  at  45  miles  an  hour  and  come 
out  at  the  other  side  with  part  of  his 
imagination  on  a  small  piece  of  film. 

Someone  with  a  great  deal  of  talent, 
and  a  little  luck,  that  is.  Not  to  mention 
a  rather  extraordinary  camera. 


The  same  kind  of  camera  photogra- 
phers have  been  depending  on  for  the 
last  four  decades.  A  Nikon. 

In  this  case,  a  new  Nikon.  The  N90.™ 
You  can  depend  on  it  because  it  shares 
the  heritage  of  all  Nikons.  Because  it 
was  crafted  with  the  same  concern  for 
quality.  Because  it  was  designed  in  the 
Nikon  tradition  of  performance. 

Multi-Sensor  TTL  Flash  ^  you  can  depend 

control  operates  with  J  r 

compatible  Nikon  TTL  .     ,  .        . 

speediighn  and  ati  of  on  it  because  it  shares 

today's  Nikkor  lenses. 

sb-25  with  D-type  af  Nikon's  timeless  F  bayo- 

Nikkors  offers  3D  Multi- 

t&aSSZoS*  net  mount.  So  while  no 

Sync,  Red-Eye  Reduction, 

and  fp  Flash  Sync  up  to  other  camera  system 

114000th. 

can  match  the  new  N90, 

nearly  every  lens  Nikon 

has  made  since  1977  can. 

Even  our  new  remarkably 

high-speed  AF-I  Nikkors 

with  razor-sharp  Nikon  ED 

glass  and  built-in  computers, 


as  well  as  Internal  Focusing. 

But  while  the  N90  may 

be  intimately  connected  to 

With  an  8-segment 

ambient  Matrix     NikonS  histOP/,    it  is  alSO  a 

Meter,   remarkably  -" 

powerful  Nikon  soft-     .  .       . 

ware,  and  the  only  dramatic  step  towards  the 

5-segment  TTL  flash 

7ZMSZ8  future-  Its  high-powered 

provides  vou  with  t 

an  unprecedented  computer  controls  an  mno- 

degree  of  control. 

vative  metering  systeni;  it 
has  the  world's  first  full- 
time  multi-segment  flash 
sensor;  and  it  uses  extraordinary  tech- 
nology in  a  completely  new  way  for 
better  exposures.  Technology  designed 
to  let  you  walk 
away  with  a 
shot  from 


Nikkor  lenses  are  made  to  exacting 
standards  of  quality  and 
sharpness.  With  the  F 
bayonet  mount,  the  N'X) 
accepts  nearly  80,  in- 
cluding all  of  today's 
AF  AS,  PC.  Micro,  and 
our  Medical  Nikkor  lenses. 
Not  to  mention  tomorrows. 

hold  of  the  high  bar 
ten  feet  up,  for  instance 

And  there  are  none  of  the  dead  spots 
found  in  other  systems.  So  even  in  light 
that's  as  low  as  EV  minus  1 ,  the  camera 
is  able  to  focus  more  reliably  on  critical 
details,  like  the  widened  eye  of  a  six 
year-old  watching  that  gymnast. 
The  N90  also  boasts  the  latest  in 
metering  technology.  With  its  new 
Advanced  Matrix  Meter,  any  AF 
Nikkor  lens,  and  extraordinarily 


The  new  Nihm  N90 
is  an  extraordinarily 
complex  system  thats 
born  of  a  rather  sim- 
ple fact:  The  worlds 
greatest  pictures  can 
happen  in  a  fleeting 
instant,  and  then  they 
disappear  forever. 
So  if  you  want  to 
capture  them,  you 
need  a  tool  that  can 
help  you  react  that 
fast.  This  is  that  tool 


situations  you 

would  ordinarily  just  walk  away  from. 

The  N90's  new  advanced  Autofocus 
Detection  System  was  designed  for  just 
that  purpose.  It  focuses  accurately  and 
precisely  in  an  instant.  Its  Wide-Area 
Focus  Detection  Sensor  covers  nearly 
20%  of  the  frame  width,  allowing  for 
more  creative  composition,  even  if  the 
subject  is  off  center  or  moving. 

A  spinning  gymnast  struggling  to  get 

The  exclusive  Nikon  MF-26  Multi-Control  Hock  lets  the  NW) 
auto-bracket  ambient  and  flash  exposure  lettlngS.  In  addition. 

it  lets  you  Freeze  Fbi  us, 
set  long  exposures  up  to 

one  second  thy  of  100 

hours,  imprint  wet  ted 
information  on  your  pho- 
tographs, and  perform 
teveral  other  turn  lions 


powerful  Nikon  software,  it  ana 
lyzes  exposure  instantly  and 
accurately,  even  in  compli 
cated  or  rapidly  changing 
ight  situations.  Times  when 
you  have  no  time  to  think,  let 
alone  meter  a  scene.  Yacht  racing  off 
San  Diego.  Running  with  the  bulls  in 
Pamplona.  Saturday  morning  soccer 
games  in  Rockville. Things  like  that. 

With  new  D-type  AF  Nikkor  lenses 
Matrix  Metering  moves  into  a  new 
dimension.  Literally.  It  becomes  3D 
Matrix  Metering.  By  combining  focus 
distance  information  provided  by  tht 
lens  with  focus  status  from 
the  electronic  (cont'd) 

The  Nikon  Data  Link  System  combines 
photography  with  the  convenience  qj 
palm  tiled  Sharp*  8000/82001 
8600  Elet  tronic  Organi  ti  i 
(  antral  Ml  26 functions 
remotely,  •  ustomiu  13  different 

cinni  in  tellings,  and  more   Nikon  I  lata 

I  mk  System  available  tummei  1993  Sharp*  is 
a  registered  trademark  of  Sharp  I  la  tronlt  t(  orp 


Joe  McNally  had  always 
imagined  this  shot,  but  had 
never  tried  it.  "It's  kind  of  diffi- 
cult to  adjust  for  changing 
light  when  you  re  hanging  off 
the  back  of  a  bike"  Not  neces- 
sarily. With  its  revolutionary 
3D  Matrix  Meter.  Electronic 
Focus  Detection.  5-segment 
TTL  Flash  Sensor,  off-camera 

TTL flash  operation,  and 
high  -powered  computer  control, 
the  N90  can  respond  instantly. 
So  Joe  let  the  N90  worry- 
about  the  proper  exposure. 
He  was  too  busy  worrying 
about  falling  off. 
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Standing  40  feet 
above  the  canyon 
floor  after  climb- 
ing straight  up  a 
sheer-faced  sand- 
stone cliff  onto  a 
ven'  narrow  ledge 
with  precious  few 
seconds  of  rising 
sun,  Galen  Rowell 
says  that  he  was 
"confident."  Makes 
sense.  He  hud  the 
N90's  revolution- 
ary new  3D  Matrix 
Metering  working 
for  him.  along  with 
a  28-70mm"fl3.5- 
4.5  D-type  AF 
Nikkor  lens  with 
aspheric  elements, 
and  integrated  coat- 
ings developed  by- 
Nikon.  Of  course, 
we  really  ought  to 
point  out  that  he 
wasn't  looking  abwn. 


A  severely  backlit  portrait?  A  bride  in 
white  running  through  a  shower  of  rice 
as  the  sun  sets? 

Agonizing  shots  become  cakewalks 
Mental  images  become  magazine  covers 
Pulitzers.  Framed  8  by  10  glossies  sitting 
on  the  mantelpiece. 

Another  way  the  N90  turns  your  ideas 
into  pictures  is  with  a  new  Vari-Program 
that  gives  you  all  the  convenience  and 
spontaneity  of  programmed  operation  in 
a  variety  of  special  situations.  Its  perfect 


;•" 


rangefinder,  the  N90  actually  recognizes 
when  you've  recomposed.  It  compares 
the  lighting  patterns  from  your  original 
composition  to  those  in  your  new  one. 
That  way,  the  vision  in  your  head  will 
be  beautifully  exposed  when  you  put  it 
on  film.  Even  if  that  vision  calls  for  cre- 
ative composition. 

Stop.  Consider,  for  just  a  moment, 
what  you  could  do  with  that  kind  of 
advanced  metering  technology. 

Now  imagine  the  same  technology,  but 


in  flash  photography.  By  way  of  the 
world's  first  5-segment  TTL  flash  sen- 
sor, the  N90  actually  performs  Matrix- 
like analysis  of  the  scene  to  determine 
ideal  flash  output.  No  system  has  ever 
done  that.  And  the  N90  does  it  with  un- 
paralleled accuracy  in  milliseconds. 

With  D-type  AF  Nikkor  lenses  and  the 
SB-25  Speedlight's  unique  ability  to  fire 
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See  the  new  N90  at  authorized  Nikon  Dealers 
wherever  you  see  this  symbol.  For  more  inhu- 
mation on  the  N90.  and  the  exclusive  Nikon 
MasterCard,  simply  call  I-800-NIKON-35. 


The  moment  Bren 
Roomer  \  isualized 
this  shot,  he  knew 
he  would  need  two 
things.  First,  a  cam- 
era system  with 
a  remarkablv  fast 
and  responsive 
wide-area  auto- 
focus  system.  And 
second,  somebody 
with  the  guts  to 
jump  a  kayak  off 
of  a  15-foot  drop 
into  some  rather 
choppy  while  water. 
Lucky  for  him  he 
had  the  new  N90 
with  a  remarkable 
CAM  246  Wide- 
Area  AF  Sensor, 
and  its  3D  Matrix 
Metering  with  a 
300mmf/2.8AF-l 
Nikkor  lens.  Not  to 
mention  an  incred- 
ibly bold  kavaker. 


You  would  imag- 
ine that  shooting 
an  unpredictably 
moving  windsurf- 
er while  following 
him  in  an  errati- 
cally rocking  boat 
with  rapidly  chang- 
ing light  patterns 
would  be  sheer 
hell.  Biff  by  using 
the  N90s  inno- 
vative 3D  Matrix 
Metering.  CAM 
246  Wide- Area 
Autofocm.  Multi- 
Sensor  TTL  Flash 
with  the  wit  \H 
25  Speedlight.  and 
a35-70mmf/2.8 
D-type  AF  Nikkor 
lens,  photographer 
Roger  Hessmeyer 

made  the  experi- 
ence pure  paradise. 
Then  again,  he  was 
shtxihng  in  Hawaii. 

as  many  as  16  invisible  pre-flashes  in  the 
instant  before  the  shutter  opens,  some- 
thing rather  remarkable  happens.  The  N90 
analyzes  the  reflections  from  those  pre- 
flashes,  performing  3D  Multi-Sensor  TTL 
Automatic  Balanced  Fill-Flash. 

What  that  means  is  that  through  an 
unprecedented  combination  of  technol- 
ogy, you  can  get  shots  you  would  never 
have  even  dreamed  of  trying  before.  A 
flash  picture  with  a  mirror  in  the  scene? 


when  you're  shooting  close-ups,  sporh 
landscapes,  silhouettes,  or  shots  with  a 
great  depth  of  field.  There's  even  a  set 
ting  for  portraits  with  red-eye  reductior 

What's  more,  with  the  Nikon  Data  Link 
System,  you  can  even  connect  the  N90  tc 
selected  Sharp®  Electronic  Organizers.  S( 
you  can  write  your  own  custom  progran 
exposure  curves,  record  and  recall  key  shoi 
specs,  even  consult  a  brief  set  of  instru 
tions  or  a  photographic  handbook. 

You  can  also  control  practically  even 
major  camera  function  remotely.  In  e 
sence,  approach  photography  with  more 
creativity  than  you  would  ever  havi 
imagined  possible 
That's  the  reason 
created  the  N90  in  th 
first  place.  That's  the  reason  you  shouK 
have  it.  To  turn  ideas  into  art. 

To  put  the  vision  in  your  head  on  fil 

To  let  other  people  see  what  you' 
been  seeing  all  along. 
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vinous  memory  bank:  1989  is  a 
mixed  bag  in  Tuscany  due  to  harvest 
rain,  but  some  insiders  are  calling 
1990  the  most  exciting  vintage  to 
date  for  the  super-Tuscans. 


CHATEAU 

,AMISSIO*ilLWrBW* 

WPtUAT.0N  PESSAC  UOGNAK  CONTROlK 
Cru  classe  de  Graves 


1989 

DOMA.NE  CLARENCE  DILLON  S* 
EN    80UTE.UES   AU  CHATEAU 


75  d 


1989  Clarets 

Not  since  the  late  1940s  has 
Bordeaux  been  blessed  with  as 
much  heat  and  sunshine  as  in  1989. 
As  a  result,  this  year  has  been  over- 
hyped  from  the  time  the  grapes 
were  picked;  by  my  count,  it's  the 
fourth  "vintage  of  the  decade"  of 
.the  '80s. 

Actually,  1989  is  a  wildly  variable 
year  in  which  a  handful  of  great 
wines  were  made.  Low  acidity  and 
excessive  production  have  rendered 
many  '89s  flabby  and  shapeless, 
with  insufficient  stuffing  to  support 
their  wallop  of  alcohol.  A  few  of 
Bordeaux's  most  revered  properties 
released  wines  that  scarcely  merit 
their  lofty  price  tags.  However, 
where  yields  were  kept  to  reason- 
able levels  and  grapes  were  harvest- 
ed at  optimal  ripeness,  some 
bodaciously  rich  wines  were  made. 
As  with  so  many  French  wines  from 
this  drought.year,  the  '89  clarets 
will  be  unusually  approachable 
early  on,  though  the  best  of  them 
also  have  the  spine  to  age  for  two  or 
three  decades. 

Among  the  megastars  of  the  '89 
mintage  are  Chateaux  Petrus  (at 
l$350-$500  per  bottle,  the  ultimate 

dulgence),  Haut  Brion  ($100- 

$125),  La  Mission  Haut  Brion  ($65- 

■$85)  and  La  Conseillante  ($55-$75). 

Less  pricey  and  far  easier  to  find 


are  Leoville-Las  Cases  ($50-$60), 
Lynch-Bages  ($3 5-$ 45)  and  Pichon- 
Baron  ($35-$45).  Claret  of  this  mag- 
nitude demands  roast  meat  and  a 
scintillating  dinner  partner. 

1990  Hermitage 

Made  from  syrah  planted  on  granite- 
based  hillside  sites  in  the  northern 
Rhone  Valley,  Hermitage  may  be 
France's  longest-lived  red  wine. 
Blackish-purple  in  its  youth,  with 
profound  blackcurrant,  licorice  and 
spice  flavors  and  uncommon  palate 
presence,  Hermitage  mellows  with 
age  to  offer  warm,  complex  scents  of 
plums,  smoke,  game  and  saddle 
leather.  This  is  the  ne  plus  ultra  of 
cold-weather  wine,  capable  of 
standing  up  to  the  most  intensely 
flavored  winter  stews,  wild  duck  or 
goose,  and  venison  (some  wags  sug- 
gest serving  this  macho  wine  with 
live  game). 

Jaboulefs  Hermitage  "La  Chapelle" 
and  the  Hermitage  of  Gerard  Chave 
are  the  Mantle  and  Mays  of  this 
appellation:  powerful  but  classy, 
constantly  compared,  and  each  with 
its  own  rabid  following.  The  La 
Chapelle  is  more  brutish  in  its  early 
years,  often  possessing  a  resiny, 
herbal  component  that  brings  to 
mind  a  young  vintage  port.  Chave's 
wine,  no  less  concentrated,  is  more 
graceful  from  the  outset  and  per- 
haps more  food-friendly.  In  the 
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awesome  1990  vintage,  near-perfect 
growing  conditions  and  modest 
yields  produced  a  monumental  pair 
of  wines  with  uncanny  balance  and 
flavor  intensity. 

A  case  of  either  of  these  col- 
lectibles will  set  you  back  anywhere 


from  $600  to  $700.  Either  wine 
would  make  a  perfect  baby  gift  for  a 
child  born  in  1990:  its  span  of  peak 
drinkability  will  pretty  much  carry 
the  kid  from  puberty  to  retirement. 

Some  other  excellent,  and  less 
expensive,  '90  Hermitages  to  look 
for:  Michel  Ferraton,  Albert  Belle, 
Henri  Sorrel  "Le  Greal,"  and 
Chapoutier  "La  Sizeranne."  Don't 
hesitate  to  purchase  the  '89  vintage 
of  any  of  these  wines,  for  that  year  as 
well  was  superb  for  Hermitage. 
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1989  and  1990 
Chateauneuf  du  Pape 

To  the  south  of  Hermitage,  in  price 
as  well  as  location,  lies  Chateauneuf 
du  Pape.  Whereas  today's  red 
Hermitage  is  made  almost  exclusive- 
ly from  syrah,  Chateauneuf  consists 
of  a  blend  of  up  to  13  permitted  vari- 
eties, of  which  the  fat,  heady 
grenache  typically  represents  the 
lion's  share.  If  grenache  can't  match 
syrah  for  class,  backbone  or  longevi- 
ty, neither  is  it  as  tannic  or  hard,  and 
thus  offers  the  advantage  of  earlier 
accessibility.  Here  in  the  southern 
Rhone,  too,  1989  and  1990  were  two 
of  the  most  glorious  vintages  in 
decades;  great  quantities  of  succu- 
lent wines  were  produced  that  have 
the  sheer  force  of  material  and  just 
enough  acidity  to  balance  their  high 
levels  of  alcohol.  The  best  of  them, 
with  their  black  cherry,  herbal  and 
spice  flavors  and  lush  texture,  can  be 
enjoyed  from  now  through  the  early 
years  of  the  next  century. 

My  picks  in  this  region  are 
Chateau  Beaucastel,  Henri  Bonneau, 
Domaine  les  Cailloux,  Clos  du  Mont- 
Olivet,  and  Chateau  Rayas.  Also  try 
Domaine  Bosquet  des  Papes,  Domaine 
Chante-Perdrix,  Clos  des  Papes,  Pierre 
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But  the 


Rollei  Prego 
W:    does  everything 
else.  Many  compacts 
have  some  of  our  features- 
some  at  twice  the  price.  But  try 
and  find  one  with  all  our  features  at  a 
better  price!  That  is  why  this  is  the  only 
"point  'n  shoot"  camera  good  enough 
to  bear  the  name  Rollei.  Get  the 
full  picture  at  your  /^nHj,! 
Rollei  dealer  ^KOIiGI 

fototechnic 

We're  looking  at  things 


=  =  ===      from  your  point  of  view. 
S  Marketing  Corp 

16  Chapin  Rd.,  Pine  Brook.  NJ  07058.  201/808-9010. 


Give  the  gift  of  good 

health  this  holiday 

season...NordicTrack 


The  gift  of  health  is 
priceless.  So  are  the  benefits  of 
NordicTrack. 

There's  nothing  more  valuable  than 
a  fit,  healthy  body.  That's 
why  there's  no  gift 
more  valuable  than 
a  NordicTrack. 

NordicTrack 
works  both  your  upper 
and  lower  body 
simultaneously. 
You  burn  more 
calories  than  you 
would  on  other 
machines  that  only  , 

work  your 
lower  body.        30-day  in-home  trial 

Models  priced  from  $299'"  to  $1,299'" 


N 


ordiclrack 

m  A  CML  Company 


For  a  FREE  VIDEO  and  brochure 


call  1-800-328-5888  Ext.  546K2 

NordicTrack,  Dept.  546K2 
hi  i  Peavey  Road.  Chaska,  MN  55318 

<-hwj  Vifdu  ii.uk  A  (All  Company  •  All  rights  reserved. 
NordicTrack  reserves  the  right  to  chang/  prio    andspecifi  uiotu  will i  prior  noti< 


Jacumin  (Cuvee  de  Boisdauphin), 
Domaine  de  Montpertuis,  Le  Vieux 
Donjon,  and  Vieux  Telegraphe.  Perhaps 
no  quality  wine  area  of  France  has 
suffered  less  price  inflation  in  recent 
years:  most  of  the  aforementioned 
wines  (Rayas  is  a  notable  exception) 
are  priced  in  the  $18-$25  range. 
Serve  these  big  boys  as  you  would 
Hermitage;  or  bring  the  meal  to*  a 
rousing  conclusion  by  pairing  a 
Chateauneuf  du  Pape  with  a  nostril- 
flaring  cheddar  or  Stilton. 

1990  Zinffandel 

The  life  of  a  grapevine  roughly  par- 
allels that  of  a  man,  albeit  a  rather 
simpleminded  one.  In  its  adoles- 
cence, the  vine  produces  copious  if 
callow    fruit. 


Today's  most  talented  practition- 
ers are  crafting  wines  that  far  out- 
strip the  zins  of  their  fathers.  A  top 
bottle  from  the  superb  1990  vintage 
creates  drama  in  your  mouth,  with 
an  avalanche  of  briary  raspberry, 
chocolate,  floral  and  herbal  flavor,  a 
creamy  palate  impression,  and  a 
whack  of  alcohol.  Its  substantial 
chewy  tannins  should  not  prevent 
you  from  enjoying  the  wine  young. 
While  top-heavy  zinfandel  can  over- 
whelm food,  balanced  examples  of 
this  variety  are  the  traditional  ail- 
American  drink  with  Thanksgiving 
turkey,  the  rich  berry-stained  juice  a 
virtual  substitute  for  cranberry  sauce. 

Ravens-wood's  Old  Hill  and 
Dickers  on  bot- 
tlings  are  flam- 
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By  the  time  it 
achieves  matu- 
rity in  its  30s,  it 
offers  the  ideal 
combination  of 
vigor  and  per- 
sonality. By  its 
60s,  if  the  vine 
has    not    been 
beaten  down  by 
disease  or  over- 
work,  its   roots 
run  deep,  and  it 
still  manages  to 
yield  a  trickle  of 
highly  concentrat- 
ed, characterful  juice. 

Imagine  what  kind  of  wine  well- 
preserved  century-old  vines  could 
produce!  Better  yet,  taste  for  your- 
self. Only  a  few  California  chardon- 
nays  and  cabernets  come  from  vines 
that  are  even  middle-aged  by  Old 
World  standards,  but  a  host  of  zin- 
fandels  are  made  from  vineyards 
planted  around  the  turn  of  the  cen- 
tury. After  the  pruney,  port-like, 
late-harvest  zin  dinosaurs  of  the  '70s 
became  extinct,  many  producers     Stephen  Tanzer  is  editor  and  pubA 


boyant  wines 
from  vineyards 
planted  105  and 
88  years  ago, 
respectively.  If 
you  strike  out 
on  the  '90s,  put 
in  your  reser- 
vations early 
for  the  '91s. 
The  slightly 
less  dense 
and  more 
claret-like 
releases  from 
Ridge  (you  can't  go  wrong  with  the 
Geyserville  or  Lytton  Springs  releases) 
contain  a  sizable  proportion  of  juice 
from  venerable  vines.  Another  per- 
sonal favorite  is  the  zinfandel  made 
by  Williams  &  Selyetn  Winery  from  the 
improbably  steep  Leno  Marti  nclli 
Vineyard,  which  dates  back  to  1903. 
The  bottomless  fruit  of  the  1990, 
slated  for  release  in  March,  magical- 
ly makes  the  wine's  15%  alcohol  dis- 
appear. 08 


switched  to  making  what  resembled 
a  pinkish,  slightly  sweet  picnic  wine. 
In  recent  years,  though,  serious  red, 
dry  zinfandel  has  staged  a  come- 
back. With  prices  in  the  $16-$24 
range  for  California's  very  best  old- 
vine  zinfandels,  this  category  offers 
compelling  value. 


Usher  of  'The  New  York  Wine  Cellar, 
a  32-page  bimonthly  newsletter  covering 
the  world 's fine  wines,  bora  25%-off\ 
gift  subscription,  send  a  $36  check  t 
Tanzer  Business  Communica-tion 
P.O.  Box  392,  Prince  Station,  \< 
York,  NY  10012.  Off er  good  through  ^ 
end  of  1992. 


The  Last  Thing  It  Will  Remind 
You  Of  Is  Another  Watch. 


When  we  set  dut  to  create 
the  accutrdn  cdllectidn, 
we  weren't  inspired  by  watch 
designs.  we  were 
inspired  by  archi- 
tectural designs, 
dur  eye  to  detail  is  alsd  re- 
flect e.d  in  dur  engraved  minute 
and  hdur  hands  and  dur  custdm 
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PAINTED  DATE-DIAL.  DF  COURSE, 
THE  BEAUTY  DF  AN  ACCUTRDN 
WATCH  ISN'T  LIMITED  S  D  L  E  LY  TD 
ITS  APPEARANCE.  MADE  IN  SWIT- 
ZERLAND, ITS  PRECISION  QUARTZ 
MOVEMENT  ENSURES  THAT  NO 
OTHER  WATCH  IN  THE  WORLD  IS 
MORE  ACCURATE.  AND  NO  OTHER 
WATCH  IN  THE  WORLD  OFFERS 
PROTECTION  FOR  A  FULL  QUAR- 
TER CENTURY.  DUR  LIMITED  25 
YEARWARRANTY  IS  JUST  ONE 
EXAMPLE  OF  THE 
TIO  N  YD  U'LL 
EVERY 
TIME" 


TIME 
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Levy's  Jewelers,  Savannah,  GA  ~  /.  W.  Marks,  Houston,  TX  ~  Smart  Jewelers,  Chicago,  IL 
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A  novelist  friend  of  mine  once 
published  a  collection  of  essays 
about  life  in  post-WW  II  America 
under  the  title  The  Age  Of  Happy 
Problems.  Around  this  time  of  year 
when,  if  they're  lucky,  the  darkest 
thing  that  most  Americans  have  to 
worry  about  is  how  to  find  the  right 
gift  for  the  right  person,  I  always 
think  of  that  title.  And  to  corrjpound 
a  happy  problem  with  a  boon  from 
the  publishing  industry  this  Christ- 
mas, the  seemingly  ever-expanding 
audio  book  market  offers  the  widest 
selections  yet  for  those  hunting  for 
presents  for  the  aural  at  heart. 

First  stories  first:  it  only  took 
3,000  years,  but  you  can  now  give  the 
most  serious — and  classics-mind- 


ly  classic  in  its  own  way  is  the  110- 
minute  version  of  Dickens'  A  Christ- 
mas Carol  read  by  the  accomplished 
Shakespearean  actor  Patrick  Stewart 
(Simon  &  Schuster  Audioworks,  $15; 
800-223-2348).  Best  known  to  Amer- 
ican television  audiences  as  Captain 
Jean-Luc  Picard  on  the  current  "Star 
Trek"  series,  Stewart  has  been  per- 
forming this  version  of  the  Dickens' 
Christmas  story  each  holiday  season 
for  the  past  four  years. 

Out  of  England  also  are  some 
time-honored  stories  produced  by 
BBC  Radio,  such  as  Tolkien's  The 
Hobbit  in  a  sprightly  four-hour,  full- 
cast  version  with  original  musical 
score  (Bantam  Audio,  $22.99;  800- 
223-6834,  ext.  9479),  and  a  three- 


Reviews  On  Tape 


It's  all  PLAY 
and  no  work 

with  the 
holiday  crop. 


By  Alan  Cheuse 
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ed — person  on  your  list  an  unparal- 
leled treat.  Homer's  Iliad,  one  of  the 
greatest  narratives  ever  told,  appears 
in  our  bookstores  in  an  oral  version  at 
last.  The  highly-praised  translation 
by  Princeton  Professor  Robert 
Fagles  and  read  by 
the  distinguished 
British  actor 
Derek  Jacobi, 
with  interludes 
by  Maria  Tucci, 
is  a  nine-hour 
performance  of 
the  long  poem  of 
the  last  days  of  the 
ten-year  siege  of 
Troy  and  the  end 
of  an  epoch  (Pen- 
guin-HighBridge 
Audio,  $34.95;  800- 
526-0275).  The 
great  sea  at  your  back,  all  those  mul- 
titudes of  Greek  soldiers  and  Trojan 
warriors  clashing  on  the  plain  before 
you!  What  a  way  to  help  someone  of 
high  vision  and  broad  intellect  begin 
the  New  Year! 

Not  nearly  as  antique  but  certain- 
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hour  adaptation  of  Bram  Stoker's 
novel  Dracula  (Bantam  Audio, 
$15.99),  read  by  actor  Robert  Powell 
and  released  to  coincide  with  the 
opening  of  Francis  Ford  Coppola's 
new  film  version  of  the  vampire 
thriller.  For  mys- 
tery fans  the  BBC 
offers  dramatiza- 
tions of  Agatha 
Christie's 
'Thirteen  At  Din- 
ner and  P.D. 
James'  An  Un- 
suitable Job  For  A 
Woman  (both 
Bantam  Audio, 
$15.99). 

There's  never 
been  a  Louis 
L 'Amour  Hour  on 
American  radio. 
But  this  season  you  can  give  a  lover 
of  westerns  enough  L' Amour  on  tape- 
to  produce  a  season  of  shows  in  his 
head.  There  were  over  40  hour-long 
L'Amour  stories  available  at  last 
count,  all  of  them  dramatized,  with 
sound  effects  galore.  Shots  ring  out,  ( 
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sheriffs  mount  their  horses  and  gal- 
lop out  of  town  on  the  trail  of  bank 
robbers,  and  you  can  close  your  eyes 
and  put  yourself  back,  into  the  old 
highway  of  radio  drama.  Just  the  sto- 
ries featuring  the  character  of  rough- 
and-tumble  Texas  Ranger  Chick 
Bowdrie — such  as  A  Job  For  A 
Ranger,  Bowdrie  Passes  Through,  Bow- 
drie Follows  A  Cold  Trail,  Too  Tough 
To  Brand  and  Where  Buzzards  Fly,  to 
name  only  a  few — should  be  enough 
to  help  any  fellow  with  a  romantic 
inkling  for  the  Old  West  through  a 
long  cold  week  of  winter  nights.  (All 

So  deck  the  halls 
with  woofers  and  tweet- 
ers and  dangle  Walkmen 

from  the  tree.  Just  in 

time  for  Christmas  comes 

the  taped  version  of  It 

Doesn't  Take  A  Hero, 

six  hours  ofStormin 

Norman  readin 

his  own  story. 


are  available  on  Bantam  Audio, 
$8.95-$9.99.) 

A  western  courtroom — in  Santa 
Fe,  to  be  exact — serves  as  the  set- 
ting for  most  of  the  15  hours  of  story 
in  Against  The  Wind,  a  compelling 
first  novel  hv  television  producer 
J.F.  Freedman  (Brilliance  Corpora- 
tion, $25.95;  800-222-3225).  The 
narrator,  hard-drinking,  loose-living 
criminal  lawyer  Will  Alexander, 
finds  a  vehicle  for  his  own  rehabilita- 
tion in  the  defense  of  four  members 
of  a  motorcycle  gang  accused  of  a 
sadistic  murder.  Actor  David  Colacci 
offers  a  good  assist  to  a  narrative 


II  you'd  like  to  hear  more  about  our  colorful  founder,  drop  us  a  line. 


THIS  OLD  SAFE  didn't  fall  on  Jack  Daniel, 
but  it  may  as  well  have. 

One  morning  in  1905,  the  safe  wouldn't 

cooperate  with  its  owner  (he  thought  he  knew 

the  combination  well).  Mr.  Jack  lost  his  temper 

and  kicked  it  hard  enough  to  break  his 

big  toe.  Infection  took  a  lot  of  people 

in  those  days,  and  a  few  years  later,  it 

took  Jack  Newton  Daniel.  Faithful  to 

his  ways,  we've  never  altered  the 

whiskey  that  bears  his  name.  Nor, 

we'll  admit,  ever  found  reason  to 

mess  with  that  old  safe. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 

Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 

Placedin  the  National  Register  of Historic  Placesbythe  United  States  Government. 


Although  leading  economic 
recovery  one  area  of  busim 
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ators  ate  pointing  towards 
|>  denmtely  getting  softer. 


Finally,  business  news  that  is  truly  comforting. 

Introducing  the  Impression  collection  of 
comfort  dress  shoes  from  Bostonian. 

Underneath  their  soft  leather  innersoles, 
Impression  shoes  feature  layer  upon  layer  of 
super-soft  cushioning  that  act  as  shock  absorbers, 
supporting  and  protecting  your  feet  with  every 
step.  Even  the  linings  are  of  supple  calfskin 
leather,  to  surround  your  foot  with  softness 
and  comfort. 

And  because  the  business  world  often 
equates  style  with  substance,  we've  incorporat- 
ed all  the  hallmarks  of  traditional  dress  shoe 
construction  into  this  new  comfort  collection. 
Trim,  water-repellent  outsoles.  Sophisticated 
design  detailing.  And  hand-finished  leather  or 
suede  uppers  that  are  not  only  soft  and  supple, 
but  waterproof  and  weather  resistant. 

The  Impression  collection  from  Bostonian. 
Dress  shoes  that  look  great  and  feel  even  better. 
One  business  decision  that's  not  hard  at  all. 
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BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


Foam-cushioned  beelpad 
with  arch  support. 


Soft  leather  lining 
from  heel  to  toe. 


Double  layer  of 

Poron    cushioning 

in  heel  for  shock 

absorption. 


Pre-flexed  leather 

outsole  eliminates  the 

"break-in  "  period. 


Uppers  made 
from  soft  leather 
or  supple  suede. 


Super-soft  Poron    innersole 

and  forepart  padding 

for  maximum  comfort. 


For  the  retailer  nearest  you  and  a  free 
color  brochure,  call  1-800-999-6780. 


much  more  attractive  for  its  materi- 
al— the  bikers,  the  murder  trial,  a 
prison  riot — than  for  the  style  itself, 
which  is  rather  raw,  loose,  and  as  vul- 
gar as  Will  Alexander  on  a  tear. 
Devotees  of  courtroom  drama  will 
probably  compare  Freedman's  book 
to  Scott  Turow's  best-selling  Pre- 
sumed Innocent  and  find  it  rougher 
but  just  as  interesting.  They  can 
refresh  their  memories  of  Turow's 
Chicago  blockbuster  by  listening  to 
the  author  read  nearly  two  hours  of 
excerpts  from  that  book  and  discuss 
the  making  of  it  on 
Scott  Turow  Reading 
Presumed  Innocent 
(American  Audio 
Prose  Library, 
$13.95;  800- 
447-2275). 

Now      if 
you        know 
someone  who 
enjoys       Mid 
westerns,  which 
is  to  say,  someone 
who's  a  fan  of  Garri-  * 
son  Keillor  and  the 
old    "Prairie   Home 
Companion,"  you  can 
choose  among  cas- 
settes adding  up  to 
more  than  50  hours  of 
enjoyable  listening, 
beginning  with 

excerpts  from  the 
popular  Minnesota 
Public  Radio  produc- 
tion, including  The 
2nd  Annual  Farewell  Performance,  The 
3rd  Annual  Farewell  Performance, 
Anniversary  Album:  The  First  Five 
Years,  and  10th  Anniversary  Show. 
Keillor  reading  from  his  own  quirky 
short  fiction  outside  of  the  context  of 
the  radio  show — you  might  call  it 
"Keillor  Unbound" — can  be  found 
on  Stories  (Each  from  Penguin-High- 
Bridge  Audio,  $16.95,  except 
Anniversary  Album,  $14.95). 

Though  the  material  on  Tom 
Bodett's  five-hour  boxed  set  of  sto- 
ries published  under  the  title  The 
End  Of  The  Road  (Bantam  Audio, 
$25.99)  grew  out  of  Bodett's  comic 
commentaries  on  National  Public 


Radio,  no  one  could  mistake  this 
Alaska  resident  as  a  Keillor  clone. 
His  bittersweet  vignettes  (with  brac- 
ing piano  interludes  by  Johnny  B.) 
sometimes  turn  stomach-grabbing 
funny.  For  the  man  who  needs  to, 
wants  to,  has  to  laugh  his  way 
through  the  darkest  part  of  the  year, 
Bodett,  speaking  from  Homer,  Alas- 
ka, is  an  expert  guide.  < 
But  for  someone  dreaming  of  a 
dark  Christmas,  there's  plenty  for 
him,  too.  Such  as  Stephen  King's 
recent  best-seller,  Gerald's  Game 


(Penguin-HighBridge,  $34.95).  Read 
in  its  entirety  over  13  hours  by 
Academy  Award  nominee  Lindsay 
Crouse,  whose  elegant  voice  (and 
spirit,  too,  no  doubt)  seems  tested  to 
the  breaking  point  by  the  crudity  of 
King's  prose  and  the  comic-book 
level  scenes  of  bondage  and  sexual 
abuse  in  this  tale  of  a  couple  bound 
together  by  handcuffs,  desire  and 
death. 

You'll  meet  a  lot  of  tough  eastern 
city  cops  in  two  new  Ed  McBain 
police  procedural — Widows  and  Kiss 
(both  Harper  Audio,  $16;  800-331- 
3761) — brilliantly  read  by  award- 
winning  actor  Len  Cariou.  The 


detectives  of  McBain's  fictional  big- 
city  87th  Precinct  really  come  to  life, 
as  do  the  killers  and  the  witnesses,  in 
these  three-hour  versions  of 
McBain's  highly-praised  crime  nov- 
els. Cariou's  performance  is  so  good 
that  most  listeners  will  forget  that 
the  books  are  in  fact  abridged  ver- 
sions of  the  originals.  In  the  words  of 
T.S.  Eliot  (echoing  Dickens):  he  do 
the  Police  in  different  voices.  And 
quite  terrifically. 

My  favorite  plots  on  cassette 
these  days  happen  to  feature  a 
Detroit  private  inves- 
tigator named  Amos 
Walker,  a  big,  burly 
fast-talking  Vietnam 
veteran  with  a 
license 
to  snoop, 
the    cre- 
ation     of 
Michigan 
crime  writer 
Loren       D. 
Estleman.  Of 
the       nearly 
half-dozen 
Estleman  nov- 
els published  in 
their  entirety  on 
tape  by  the  Bril- 
liance Corporation 
(itself  a  Michigan 
company),       each 
offers  between  five 
and     six     hours     of 
intense  listening  and 
costs  $17.95 — a  per- 
fect gift-giving  price, 
and  about  what  the  hard-cover  ver- 
sion of  each  of  these  novels  would 
cost  in  these  inflationary  days  in  the 
book  business. 

But  there's  no  figuring  the  cost  of 
pleasure,  particularly  the  kind  that 
comes  when  you're  engaged  in 
something  dull  or  arduous  or  both, 
such  as  a  long  daily  drive  or  a  brisk 
daily  jog.  With  the  narrative  voice  Ol 
Amos  Walker  in  your  ear — effee  ti\c- 
ly  impersonated  on  all  of  these  tapes 
by  actor  David  Regal — you're  caught 
up  in  a  tour  of  the  porno  shops  in 
central  Detroit,  on  a  quest  for  news 
about  a  rich  runaway  named  Maria 


60  FORBES 


FYI 


Look  for  the  Bostonian  retailer  nearest  you. 
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ALABAMA 
Parisian 

Downtown,  Birmingham 

West  Mall,  Birmingham 

River  Oaks  Mall,  Decatur 

Eastwood  Mall,  Birmingham 

Parkway  City  Mall,  Huntsville 

Eastdale  Mall,  Montgomery 

Regency  Square,  Florence 

University  Mall,  Tuscaloosa 

Bel  Air  Mall,  Mobile 

Madison  Square  Mall,  Huntsville 

Riverchase,  Birmingham 

Wiregrass  Commons,  Dothan 

Montgomery  Mall,  Montgomery 
ARKANSAS 
Dillard's 

Park  Plaza,  Little  Rock 

McCain  Mall,  N.  Little  Rock 
FLORIDA 
Dillard's 

Regency  Square,  Jacksonville 
Parisian 

Cordova  Mall,  Pensacola 

Sarasota  Square,  Sarasota 

Tallahassee  Mall,  Tallahassee 
Cavanaugh's,  Inc. 

South  Miami 
Hanover 

Aventura  Mall,  Miami 

Westland  Mall,  Hialeah 

Orlando  Fashion  Square,  Orlando 

Broward  Mall,  Plantation 

Melbourne  Square,  Melbourne 

Miami  International  Mall,  Miami 
GEORGIA 
Globe  Shoe  Co. 

Savannah 

Oglethorpe  Mall,  Savannah 
Parisian 

Peachtree  Mall,  Columbus 

Savannah  Mall,  Savannah 

Town  Center,  Atlanta 
Rich's 

Lenox  Mall,  Atlanta 

Perimeter  Mall,  Atlanta 
Hanover 

Gwinnett  Place,  Duluth 
ILLINOIS 
Nordstrom 

Oakbrook  Center,  Oakbrook 
INDIANA 
L.  S.  Ayres 

Glendale  Mall,  Glendale 
Hanover 

Glenbrook  Square,  Ft.  Wayne 
KANSAS 
Dillard's 

Oak  Park,  Shawnee  Mission 

Town  East  Square,  Wichita 
KENTUCKY 
Graves  Cox 

Lexington  Mall'  Lexington 
Hanover 

Florence  Mall,  Florence 
LOUISIANA 
Dillard's 

Lakeside  Shopping  Center,  Metairie 
Maison  Blanche 

Main  Street,  Baton  Rouge 

Cortana  Mall,  Baton  Rouge 

Acadiana,  Lafayette 

Clearview,  Metairie 

Plaza  Lake  Forest,  New  Orleans 

Canal  Street,  New  Orleans 

Westside  Shopping  Center,  Gretna 

North  Shore  Square,  Slidell 


Hanover 

Lakeside  Shopping  Center,  Metairie 
MICHIGAN 
Sherman  Shoes 

Birmingham 
Mr.  Alan's  Bootery,  Inc. 

Birmingham 
Furman's,  Inc. 

Jackson 
Hanover 

Oakland  Mall,  Troy 

Briarwood  Circle,  Ann  Arbor 

Summit  Place  Mall,  Waterford 

Lakeside  Center,  Sterling  Heights 
MINNESOTA 
Nordstrom 

Mall  of  America,  Bloomington 
Bostonian 

Gaviidae  Common,  Minneapolis 
Hanover 

Ridgedale  Center,  Minnetonka 

Southdale,  Edina 

Burnsville  Center,  Burnsville 

Rosedale  Center,  Roseville 
MISSOURI 
Famous  Barr 

Galleria  Mall,  St.  Louis 
Dillard's 

Galleria  Mall,  St.  Louis 

Richmond  Heights 
NORTH  CAROLINA 
Dillard's 

Cary  Village,  Cary 
Hecht's 

Charlotte  South  Park  Mall,  Charlotte 
Belk's 

Eastridge  Mall,  Gastonia 

Southpark  Mall,  Charlotte 

Eastland  Mall,  Charlotte 

Carolina  Mall,  Charlotte 

Crabtree  Valley  Mall,  Raleigh 
North  Carolina  Leather  Co. 

High  Point 
Eli  Thomas  Shoes 

Greensboro 
Madison  Shop 

Asheville 
OHIO 
Lucky  Shoes 
*  Belden  Village,  Canton 

Akron 
Golland  Shoes 

Tower  City,  Cleveland 

Beachwood  Plaza,  Beachwood 
Robert's  Menswear 

Sylvania 
Nienal  Shoes,  Inc. 

Solon 
The  Men's  Room 

Washington  Court  House 
Parisian 

Forrest  Fair,  Cincinnati 
Bostonian 

Columbus  City  Center  Drive,  Columbus 

The  Galleria  &  Towers,  Erieview,  Cleveland 
Hanover 

Kenwood  Town  Center,  Cincinnati 

Great  Northern  Mall,  North  Olmsted 

Tri-County  Mall,  Cincinnati 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


OKLAHOMA 
Dillard's 

Penn  Square,  Oklahoma  City 

Woodland  Hills  Mall,  Tulsa 

Southland  Shopping  Center,  Tulsa 

Quail  Springs  Center,  Oklahoma  City 

Crossroads  Mall,  Oklahoma  City 
Rothschild's 

Oklahoma  City 
Hanover 

Woodland  Hills  Mall,  Tulsa 

Quail  Springs  Mall,  Oklahoma  City 
SOUTH  CAROLINA 
Belk's 

Haywood  Mall,  Greenville 
Thompson  Shoes 

Wellford 
Parisian 

Richland  Mall,  Columbia 
TENNESSEE 
William  Berry 

Memphis 
Goldsmiths 

Memphis 
Parisian 

Hamilton  Place,  Chattanooga 
TEXAS 
Dillard's 

Northeast  Mall,  Hurst 

Valley  View  Mall,  Dallas 

South  Plains  Mall,  Lubbock 

The  Parks  Mall,  Arlington 

Ridgmar  Mall,  Ft.  Worth 

Town  East  Mall,  Mesquite 

North  Park  Shopping  Center,  Dallas 

Irving  Mall,  Irving 

Collin  Creek  Mall,  Piano 

2400  So.  Stemmons  Freeway,  Lewisville 

East  Division  Street,  Arlington 

West  Gate  Mall,  Amarillo 

Midland  Park  Mall,  Midland 

Houston  Galleria,  Houston 

Barton  Creek  Mall,  Austin 

Highland  Mall,  Austin 
Foley's 
Select  locations  in: 

Houston 

San  Antonio 

Dallas/Ft.  Worth 
Bostonian 

Valley  View  Center,  Dallas 
Hanover 

La  Plaza  Mall,  McAllan 

Willowbrook  Mall,  Houston 

Cielo  Vista  Mall,  El  Paso 

Westheimer,  Houston 

Collin  Creek  Mall,  Piano 


CANADA 

Roberts  Footwear  &  Accessories 

Winnipeg,  Manitoba 
Edmonton,  Alberta 
Calgary,  Alberta 
Toronto,  Ontario 
Oakville,  Ontario 
Mississauga,  Ontario 
Willowdale,  Ontario 
Nepean,  Ontario 
Ottasa,  Ontario 
Bruno  De  Montarville,  Quebec 
Montreal,  Quebec 
Laval,  Quebec 
Pointe  Claire,  Quebec 
Woodward  Stores 
Edmonton  Centre 
Park  Royal  Shopping  Centre 
Oakridge  Shopping  Centre 
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Our  world, 
your  pace. 

For  those  who  could  go  anywhere,  so 
many  learn  there  is  simply  more  to  life 
at  the  5-Star  Cloister  and  Sea  Island. 

Fifty-four  holes  of  golf  once  the 
domain  of  Retreat  Plantation.  An 
instruction  staff  led  by  Golf  Digest 
pros  and  Hall-of-Famer  Louise  Suggs. 
Award-winning  tennis.  Championship 
skeet.  Fabulous  spa  and  beach  club. 
As  much  as  anything,  a  gracious  staff 
to  help  you  relax  and  enjoy  each  day 
to  the  utmost. 

Sumptuous,  full-course  dining, 
too,  dressy  or  casual.  Evenings 


of  dancing.  A  world  of  activity  and 
elegance  to  explore  as  you  like. 

And  like  no  other.  Call  800-SEA- 
ISLAnd.  The  Cloister,  Sea  Island,  GA 
31561. 

£ 

THE  CLOISTER' 


who  happens  to  be  the  ward  of  Ben 
Morningstar,  inner  city  mobster. 
That's  Motor  City  Blue,  tough  reading 
for  this  joyous  time  of 
year,  but  hey,  some  peo-  ^.b*ntah, 
pie  have  it  tough  year- 
round.  In  Estleman's 
Sugartown,  Detroit's 
Hamtramck  neighbor- 
hood, the  Polish 
enclave,  becomes  the 
scene  of  a  search  for  a 
long-lost  child  of 
murdered  parents 
and  the  fabulously 
valuable  medieval 
cross  he  may  have 
inherited  from  his 
grandparents. 
Amos  Walker  as  a 
character  is  the 
new-found  child 
of  such  classic  American  private 
dicks  as  Hammett's  Sam  Spade,  and 
Estleman  can  describe  the  face  of  a 
hit  man  and  the  contents  of  a  photo 
album  with  the  memorable  clarity  of 


main-stream  novelist  working  at  the 

top  of  his  powers.  After  listening  to 

these  novels — the  others  in  the 

series  are  Every  Brilliant  Eye,  The 


AOoio 


Midnight  Man, 
Angel  Eyes  and 
The  Glass  High- 
way— fans     of 
detective  fiction 
will     be     quite 
happy    that    he 
chose     to     stay 
working    within 
the    genre.    (All 
Brilliance  Corpora- 
tion,and    all  $1  7- 
.95.) 

Painful  to  listen 
to  but  fascinating  in 
its  own  way  is  the 
unabridged  recording 
of-  Alice  Walker's 
best-seller  Possessing 
The  Secret  Of  Joy,  read  by  the  author 
with  help  from  actor  Joe  Morton 
(Simon  &  Schuster  Audioworks, 
$25).  If  five-and-a-half  hours  of  rant 


and  cant  about  African  female  cir- 
cumcision and  its  impact  on  one 
woman's  life  doesn't  seem  like  the 
best  way  to  say  "I  love  you"  at 
Christmas  time,  there's  Waiting  To 
Exhale,  Terry  McMillan's  raucous — 
and  X-rated — novel  about  four  black 
middle-class  American  women  on 
the  make,  read  by  the  author  (Pen- 
guin-HighBridge,  $15.95).  And 
there's  the  carefully  worked  prose  of 
Toni  Morrison's  Harlem  novel  Jazz, 
read  by  herself,  also  in  a  three-hour 
version  (Random  House  Audio,  $16; 
800-733-3000). 

In  an  undulating  coastal  accent 
reminiscent  of  silver  sun  on  calm 
ocean,  Charleston  novelist  Josephine 
Humphreys  reads  three  hours  worth 
of  her  delightful  novel  Rich  In  Love 
(Penguin-HighBridge,  $15.95),  the 
story  of  a  South  Carolina  family  in 
creative  turmoil.  The  tensions 
between  a  baseball-loving  dad  and  a 
religious  fanatic  of  a  mom  stir  the 
household  in  David  James  Duncan's 
plain  as  store-bought  white  bread 
novel  The  Brothers  K  (Bantam  Audio, 
$15.99),  a  coming  of  age  story  set  in 
Washington  State. 

So  deck  the  halls  with  woofers 
and  tweeters  and  dangle  Walkmen 
from  the  tree.  It's  a  fine  season  for 
story  lovers.  But  for  those  whose 
interests  swerve  toward  the  rough 
world  beyond  the  celebration,  The 
Autobiography  Of  Malcolm  X,  one  of 
the  most  important  social  documents 
of  post-war  America,  is  available  in 
an  audio  version,  a  four-and-a-half 
hour  reading  by  actors  Joe  Morton 
and  Roscoe  Lee  Browne  (Simon  & 
Schuster  Audioworks,  $19.95).  And 
just  in  time  for  Christmas  1992 
comes  the  taped  version  of  It  Doesn't 
Take  A  Hero,  the  autobiography  of 
General  Norman  Schwarzkopf,  six 
hours  of  Stormin'  Norman  reading 
his  own  story  (Bantam  Audio,  $25). 
Just  how  happy  are  the  problems  of 
our  time?  After  listening  to  these  sto- 
ries, you  may  wonder.© 

Alan  Cheuse'j  latest  novel.  The 
Light  Possessed,  is  published  b\ 
Harper  Perennial. 
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GORE-TEX 


Just  watching  guys  trek  across  frozen  glaciers 
on  TV  gives  you  the  chills.   You're  into  more 
everyday-type  challenges,  like  getting  a  dollar's 
of  value  for  every  dollar  you  spend.   Which  is  why, 
you're  going  to  spend  it  on  outerwear,  you  should  look 
the  Gore-Tex®  outerwear  hangtag. 
Gore-Tex  outerwear  is  engineered  to  last  years  longer 
an  ordinary  outerwear.  It's  versatile  enough  to  wear 
/where,  in  any  weather.  And,  of  course,  it's  guaranteed 
iterproqf  and  breathable.  The  truth  is,  you  don't  have  to 
an  outdoor  fanatic  to  buy  Gore-Tex 
terwear.  You  have  to  be  a  quality  fanatic. 

\4bc4  /£ 


Creative  Technologies 
Worldwide 
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Sandstone 


ess  Shirt. 
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The  French  call  it  "joie  de  vh 
of  life's  unexpected  moments.  Moments  m< 

With  a  taste  derived  from  a  mysteru 
of  exotic  spices,  B&dB  s  the  pala  the 

imagination.  Discover  it  straight  up  or  01  g  and  g 


Chocolate  worth  its 
weight  in  gold,  from  Godiva 
Chocolatier.  The  8-oz. 
Christmas  ballotin,  $17,  is 
one  of  many  holiday  offerings 
available  in  Godiva  shops,  or 
by  phone,  800-643-1579. 


Cure  any  rase  of  gold 
fever  with  this  1  si  gold 

pillbox  with  t  abortion 
ruby  clasp  and  silk  tas- 
sel, by  Bulgari.  $3,300. 
At  Bulgari  salons  in 
New  York,  Ba I  Harbor 
San  Francisco,  Los 
Angeles  and  Aspen. 


Good  As  Cold 

Don't  look  now,  but  there's  a 

gold  rush  on.  Perhaps  it's  a 

reaction  to  recessionary  times, 

but  the  season's  offerings  all 

mimic  hard  currency.  You  can 

wear  gold,  carry  gold,  even  eat 

gold  (well,  sort  of),  and  use  it  to 

decorate  home  and  hearth 

galore.  What  to  wrap  up  and 

take  along?  Don't  hesitate — go 

for  the  gold.  SB 


\    Mark    Grischke 


Solid  Gold:  diamond- 
studded  handmade 
rings  in  1 8k  or  22k 
gold  with,  top  to  bot- 
tom: green  tourmaline, 
$2,895;  ruby  cabo- 
chon,  $1 ,950;  or  emer- 
alds, $4,1 50.  By 
Poppy  Dandiya  for 
Artium,  New  York, 
212-333-5800. 


There 's  gold  at  the 
end  of  this  rainbow 
shawl  of  fringed  red, 
\pink  and  gold 
f  ombre  velvet,  by 
Paloma  Picasso. 
$825.  At  Bergdotf 
Goodman,  New 
York;  Ba diet's, 
Oklahoma  City;  and 
ui/l  I.  M again  stores. 


Deck  the  halls 
with. .  .gold  bananas, 
from  a  selection  of 
handb/own  German 
glass  ornaments.  $8.50 
each.  At  William- 
Wayne  &  Co.,  New 
York,  2 12-47  7-3 J 82. 


Golden  Slipper — 
the  "Toinette"  satin 

mule  by  Manolo 
Blahnik.  $550.  At 
Manolo  Blahnik, 
New  York; 
Bergdotf  Goodman, 
New  York;  and 
Neiman  Marcus, 
Dallas  and  Beverly 
Hills. 


FYI 


FORBES  67 


{ EXCESSORIES) 


Used  to  ber  the  pen  was  mightier 
than  tjre  sword;  these  days,  the, victor 
is  more  likely  to,  wield  a  portable  lap- 
top with  a  modem  hookup.  Great  for 
the  business  of  business,  of  course, 

but  bad  for  the  business  of  love. 
Not  only  does  the  handwritten  letter 
carry  more  personal  expression — be  it 
of  gratitude,  desire  or  regret 
— but  a  well-chosen  rountain'pen 
speaks  volumes  about  its  owner 
before  Den  is  even  put  to  paper.  Hand- 
crafted, gold-tipped  and  perfectly  bal- 
anced, these  are  arms  to  invite 
response.  Which,  after  all,  is  the  point 
of  writing:  you  don't  want  to  have 
the  last  word.® 


-•• 


Clockwise  from  lower  left:  Green  lacquered  fountain  pen,  $320.  from  the  Madison  collection  by  Caran  d'Ache,  212-689-3590. 
Green  celluloid  fountain  pen  with  gold  accents,  $950,  by  Omas,  at  Francis  Orr.  Beverly  Hills.^Havris  Ltd.,  Bal  Harbour,  and 
select  Tiffany  &  Co.  stores,  or  call  617-426-3607  for  information.  Sculpted  black  resin  Meistersnick  fountain  pen  with  gold 
detailing-,  $275,  by  Mont  Blanc.  800-995-4810.  Burgundy  lacquered  Signature  fountain  pen,  $250.  by  A.  T.  Cross,  800-654-3880. 
Sapphire  blue  lacquered  Patrician  fountain  pen  with  gold  accents,  $350,  by  Waterman.  800-523-2486.  Hand-turned  briarwood 
fountain  pen  with  gold  accents,  $780,  by  Omas,  (see  Omas  listing  above  for  details).  Hexagonal  fountain  pen  with  gold  plating 
and  black  China  lacquer.  $1,000,  by  Caran  d'Ache,  212-689-3590.  Lacquered  Toledo  fountain  pen  with  engraved  sterling  silver 
pelican  motif  with  24k  gold  over-  ,  lay,  $829,  by  Pelikan,  800-251-3365.  Duofold  marbled  blue  Centennial  fountain  pen, 
$325,  by  Parker.  800-BEST-  /  ' j  PEN.  Cougar  fountain  pen  wiUi  gold  and  silver  plating.  $650,  by  Cartier.  800-CARTIER. 
Tortoise  lacquered  fountain  $/3r  Den  witn  181t  Bohi  accents.  $580.  from  the  Montparnasse  collection  by  S.T.  Dupont.  215-438- 
1200,  and  at  Tiffany  &  Co.,  *  f  New  York,  Neiman  Marcus,  Dallas,  and  Davidoff.  Beverly  Hills.  Below:  sterling  silver  Soli- 
taire fountain  pen  with  gold-plated  fittings,  $500.  by  Mont  Blanc,  800-995-4810. 
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Ten 

Perfectly 

Rational 

Reasons 

For  Wearing 

The 

Costliest 

Fragrance 

In  The 

World. 


1 .  "JOY  IS  MY  ONLY  ACCESSORY  THAT  DOESN'T  NEED 
CHANGING  FROM  THE  BOARDROOM  TO  THE  BEDROOM." 

2.  "A  SINGLE  WHIFF  OF  JOY  TURNS  A  RICH  MAN  INTO  A 
GENEROUS  MAN." 

3.  "Wearing  JOY  perfume  in  baccarat  crystal 

AT  THE  EXPENSE  OF  MY  EX-HUSBAND  IS  AMAZINGLY 
PLEASANT  AND  WICKED!" 

4.  "JOY  ADDS  LENGTH  TO  MY  LEGS,  WIT  TO  MY 
CONVERSATION  AND  A  BETTER  ACCENT  TO  MY  FRENCH." 

5.  "My  76  year  old  Grandmother  wears  JOY,  and 

SHE'S  LIVING  WITH  HER  28  YEAR  OLD  FENCING 
INSTRUCTOR." 

6.  "JOY  IS  THAT  RARE  BOUQUET  OF  10,400  JASMINE 
FLOWERS  AND  28  DOZEN  ROSES  THAT  NEVER  NEEDS 
WATERING  AND  NEVER  DIES." 

7.  "A  DAB  OF  JOY  ON  MY  CHECK  WRITING  WRIST  HELPS 
THE  ZEROS  FLOW  WITH  EASE." 

8.  "A  SPLASH  OF  JOY  BEFORE  COFFEE  AND  CORNFLAKES 
PUTS  THE  GLAMOUR  BACK  INTO  BREAKFAST." 

9.  "JOY  BODY  CREAM  MAKES  ME  FEEL  LIKE  A  MILLION 
WITHOUT  SPENDING  A  MINT." 

10.  "I  WEAR  DIAMONDS  BEFORE  FIVE,  BLACK  BEFORE 
DARK  AND  JOY  EAU  DE  TOILETTE  BEFORE  EVERYTHING." 


JOY 

JEAN  PATOU 


The  most  precious  flowers  on  earth  are  just  a 
few  of  the  things  that  make  JOY  the 
costliest  fragrance  in  the  world. 
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Butler 
School 


The  curtains  are  drawn,  your  bedroom  is  dark  and  your  head  has  imploded 
from  last  night's  drinking  at  the  club.  there  is  a  polite  knock  at  your 
door,  a  pause,  then  you  hear  footsteps  and  the  familiar,  modulated  voice. 

"Good  morning,  sir." 

The  drapes  shoot  open  and  you,  blinded,  offer  a  terse  opinion  of  morning. 


"Well  put,  sir." 

You  sit  up,  tilting  slightly,  and  swear  off  drinking  once 
again.  Squinting,  you  look  up  at  the  man  holding  the  sil- 
ver tray. 

"Your  coffee,  newspaper  and  aspirin,  sir." 

"James,  you're  invaluable. 
I  don't  know  how  a  gentle- 
man gets  along  without  a  but- 
ler. But,  I'm  told  there  are 
only  a  few  of  you  left." 

"We're  making  a  comeback,  sir." 

"Thank  God.  And  thank  you  for  whispering." 

Ivor  Spencer  is  standing  before  his  latest  class  of  butlers- 
in-training.  His  manners  are  studied,  not  the  casual  ones 
of  the  high-born,  for  Spencer  grew  up  in  London's  rough 
East  End.  Playing  Henry  Higgins  to  his  own  Eliza 
Doolittle,  Spencer  taught  himself  the  proper  speech  of 
an  aristocrat.  The  toastmaster  at  more  than  1,000  royal 


By  Frederick  Waterman 
Illustrations  By  Ronald  Skari.i 


events  (hundreds  of  which  he's  organized),  he  possesses 
the  courtly  demeanor,  tailored  clothes  and  hard  eyes  of 
an  old  crime  boss  who  retired  to  tend  his  roses.  Every 
student  senses  that  you  don't  screw  with  Ivor  Spencer. 
There  are  86  lessons  in  the  course  syllabus,  includ- 
ing how  to  bow,  iron  the 
morning  newspaper,  present 
and  pour  Champagne,  incon- 
spicuously remove  a  drunk- 
en guest  from  a  dinner  party, 
and  serve  morning  coffee  to  an  employer's  mistress 
when  she's  sitting  up  in  bed  with  nothing  on. 

"And,  because  you  must  know  quality,  we  will  teach 
you  what  are  the  best  goods  and  why,"  says  Spencer.  Field 
trips  have  been  arranged  to  London's  top  suitmakers,  J 
shirtmakers  and  shoemakers.  There  will  be  instruction! 
about  Champagne  and  cognac  at  Moet  &  Chandon,  about 
cigars  and  pipes  at  Dunhill's  and  salmon  at  Selfridges. 
Graduation  ceremonies  and  lunch  will  be  at  Claridgc's. 
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I  am  an  American  journalist,  attending  the  final  two 
weeks  of  the  six-week  course.  The  real  butlers-in-train- 
ing arrived  with  proper  accents  and  now  have  a  Jeeves- 
like poise.  They  look  as  if  their  spines  were  fused 
straight.  In  the  U.S.,  the  only  people  this  polite  are  five- 
year-olds  going  to  visit  their  grandparents.  The  instruc- 
tions are  the  same:  sit  up  straight,  don't  slouch,  don't 
speak  until  you're  spoken  to,  hands  out  of  your  pockets, 
be  polite.  I  am  39  years  old,  dressed  in  a  dark  suit,  white 
shirt,  dark  tie  and  perfectly  shined  shoes,  trying  to  act 
like  a  well-behaved  five-year-old. 

Ever  since  the  Widow  Douglas  tried  to  "sivilize" 
Huck  Finn,  American  males  have  resisted  good  manners. 
It's  almost  unmasculine  to  be  too  polite;  that's  for  the 
Mama's  boys  who  liked 
dancing  school.   I  will 
become  the  best-mannered 
journalist  in  world,  although, 
I  admit,  that's  a  very  small 
mountain  to  climb. 

Most  of  the  butlers-to-be 
are  in  their  early  20s.  One  of 
them  sold  his  car  to  pay  the 
$6,000  tuition  because  but- 
lers trained  by  Spencer 
receive  a  starting  salary  of 
$35,000-$40,000  a  year  plus 
room,  board,  uniforms,  a  car 
and  insurance.  Employers  of 
Spencer's  butlers  have 
included  the  Queen  of  Eng- 
land, the  Duke  and  Duchess 
of  York,  Rupert  Murdoch, 
Linda  Ronstadt,  King  Hus- 
sein and  the  late  Robert 
Maxwell.  To  assure  job 
security,  Spencer  only 
places  his  butlers  with  "the 
seriously  rich." 

"Your  employers  will 
either  be  old  money  that's 

still  got  it  or  new  money  that  is  doing  very,  very  well. 
The  recession  did  not  affect  them,"  says  Spencer.  "Your 
employer  won't  look  at  the  stock  market  and  say  to  his 
wife,  'Oh,  the  shares  have  gone  down,  darling,  sack  the 
butler.'  Your  job  will  be  secure." 

Classes  are  taught  in  a  hotel  conference  room.  There 
are  lectures,  role-playing  and  lessons  in  comportment. 
We  announce  imaginary  guests;  walk  with  wine  glasses 
on  our  heads  while  carrying  a  magnum  of  Champagne  on 
a  tray;  and  learn  to  deal  with  obnoxious  guests,  thieving 
staff  members  and  angry  employers.  We  must  be  digni- 
fied in  all  situations,  whether  we  have  entered  a  room 
when  a  couple  is  making  love  (we  retreat  silently  and 
knock  a  few  minutes  later),  or  been  cornered  by  a  prying 
guest  (we  stonewall,  using  polite  ignorance). 

Spencer  tells  us  that  a  butler  is  "always  tactful,  very 


natural  and  low-key."  We  are  taught  never  to  talk  back, 
offer  an  unrequested  opinion  or  react  to  an  overheard 
conversation.  We  must  be  proper,  stiff,  inscrutable. 
This  is  difficult,  for  Americans  aren't  used  to  being  pas- 
sive. I  need  a  role  model,  but  I've  never  known  anyone 
who  fit  the  part.  I  remember  the  movie  Arthur  and 
mimic  John  Gielgud's  ramrod  austerity.  It  works — this 
is  how  a  butler  feels. 

"The  bow,"  says  Spencer,  "is  very  important.  Because 
it's  a  sign  of  respect,  not  servility,  you  never  look  down. 
Always  look  the  other  person  in  the  eye.  Heels  together, 
toes  apart,  hands  by  your  sides." 

There  are  neck  bows  and  waist  bows;  either  can  be 
used  for  greeting,  acknowledgement  or  upon  leaving  a 

room.  The  neck  bow  is  a 
curt  half-nod  with  the  head 
cocked  slightly,  as  if  to  sight 
a  rifle.  "You  will  use  the 
neck  bow  most  of  the  time. 
Now,  work  with  your  part- 
ners." The  classroom  fills 
with  respectful  murmur- 
ings:  "Thank  you,  sir."  "My 
pleasure,  madame."  "Very 
good,  Mr.  Leigh."  "I  shall 
do  it  immediately,  my  lady." 
"The  waist  bow  is 
reserved  for  VIPs,  perhaps  a 
lord  mayor  or  a  prince,"  says 
Spencer.  "You  never  want 
to  overdo  it.  You  don't  want 
to  go  over  the  top."  Practice 
continues,  and  Spencer 
walks  about  the  room, 
observing.  He  stops  next  to 
me  as  I  give  a  full  waist 
bow,  back  stiff,  45-degree 
bend,  eyes  up. 

"Very  good,  Waterman." 

"Thank  you,  sir." 

Spencer's  butlers  are 

carefully  crafted.  "What  we're  looking  for  is  perfection," 

he  tells  us,  again  and  again.  This  explains  the  constant 

pop-quiz  reviews. 

"James,  what  is  a  butler's  attitude  toward  his  employer?" 
"He  is  friendly  but  never  familiar,  sir." 
"Why?" 

"There  has  to  be  a  professional  line  drawn  for  him  to 
do  his  job  efficiently — to  provide  service  as  a  butler 
should." 

"Martin,  tell  me  about  a  butler's  personal  hygiene." 
"He  should  bathe  or  shower  twice  a  day,  brush  his 
teeth  at  least  four  times  a  day  and  never  eat  onions,  curry 
or  garlic,  even  on  his  off-days." 
"That  is  correct." 

A  butler's  traditional  duties  were  polishing  the  silver. 
overseeing  the  household  staff,  serving  food  and  pouring 
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drinks  ("butler"  comes  from  the  Old  French  bouteillier — 
the  "bottle  bearer").  But  times  change.  Before  opening 
the  school  12  years  ago,  Spencer  decided  that  the  butler 
needed  an  overhaul. 

"I  wanted  all  the  best  of  the  old-type  butler  who  was 
very  loyal,  discreet,  efficient  and  became  a  friend  of  the 
family.  But,  going  into  the  21st  century,  that  type  of  but- 
ler isn't  good  enough."  This  is  because  the  best  market 
for  butlers  is  no  longer  the  royals,  it's  the  successful 
businessman. 


how  do  I  look?'  'You  look  terrible,  sir.'  Peter  buys  all  of 
his  employer's  clothes  now." 

A  butler  observes  all  of  a  family's  indiscretions  but 
never  speaks  of  them — to  staff,  family  or  anyone  else. 

"Jeffrey,  tell  me  what  you  do  if  Mrs.  Leigh  is  away 
and,  when  you  bring  Mr.  Leigh's  morning  coffee  into  the 
bedroom,  there  is  another  woman  in  bed  with  him." 

"Well,  sir,  you  don't  acknowledge  her  presence  until 
she  speaks  to  you.  You  put  down  your  tray  and  the  ironed 
paper  on  Mr.  Leigh's  bedside  table  and  open  the  cur- 


"Our  employers  are  running  businesses  and  they  want  tains.  You  might  make  a  comment  about  the  weather  and 

a  butler  so  they  can  have  more  time  for  their  family,  their  Mr.  Leigh's  plans  for  the  day.  Then  you  leave  the  room 

leisure  or  their  business,"  says  Spencer.  "The  butler  may  and  return  with  another  coffee  and  put  it  on  his  bedside 

have  to  run  three  or  four  houses  across  the  world,  handle  table  so  he  can  pass  it  across  to  his  lady  friend." 
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staff  payrolls — including  the 
helicopter  or  yacht  crews — 
plan  parties,  book  the 
employer's  travel  and 
maybe  travel  with  him. 
Today's  butler  is  really  a 
manager;  that's  why  our 
diploma  reads  that  someone 
has  passed  as  a  butler- 
administrator  and  personal 
assistant. 

"For  the  employer,  there 
is  the  status  of  having  a  but- 
ler. Other  people  have 
drivers,  gardeners  and 
housekeepers,  but  a  butler  is 
the  ultimate  status  symbol. 
Right  away,  people  think: 
'This  guy  is  doing  very  well 
and  with  great  style.'  It  says 
you've  arrived." 

From  era  to  era  and  fam- 
ily to  family,  the  butler  car- 
ries the  standard  of  good 
manners  and  good  taste. 

"He  knows  how  to  serve,  and  he  knows  how  to  eat, 
drink  and  behave,"  Spencer  explains.  "People  who  are 
new  money  want  to  do  things  correctly.  They  will  often 
say  to  us:  'I  want  the  butler  to  tell  me  what's  right — all 
the  time.'  And  so  we  educate  our  employers  about  food, 
clothes,  everything.  The  Americans,  especially,  have  an 
insatiable  appetite  for  doing  the  right  thing.  But  we  have 
to  be  great  diplomats. 

"One  of  our  butlers  worked  in  a  men's  clothing  shop 
in  England  before  coming  to  the  school.  He  was  hired  by 
an  American  who  returned  one  day  from  a  fine  store  in 
the  U.S.  wearing  a  pink  blazer  and  turquoise  trousers. 
The  employer  said:  'Peter,  what  do  you  think?'  And 
Peter  replied,  'I've  never  seen  quality  like  this  before. 
The  cloth  is  extraordinary.'  'And  what  about  the  colors?' 
'Well,  they  wouldn't  be  my  taste,  sir,'  said  Peter,  very 
politely.  The  employer  looked  at  him  and  said  evenly, 
'As  long  as  you  work  for  me,  you  tell  me  the  truth.  Now, 


Correct  vs.  Incorrect  Posture. 


"And  what  do  you  do  if 
she  is  sitting  up  in  bed  with 
nothing  on  and  says  'Good 
morning'  to  you?" 

"You  say  'Good  morn- 
ing, madame,'  and  when 
you  look  at  her,  you  look 
her  in  the  eye.  You  never 
look  anywhere  else. 
Because  she  addressed 
you,  you  bring  the  tray 
around  to  her.  When  you 
place  the  tray  on  her  lap, 
you  must  not  face  her 
because  as  you  lean 
down,  your  face  would  be 
very  close  to  her,  ah..."  Jef- 
frey raises  his  eyebrows 
and  smiles.  "You  turn  so 
that  you  are  facing  the  end 
of  the  bed.  That  way,  only 
your  arm  is  close  to  her  as 
you  put  the  tray  down." 

"Very  good,  Jeffrey.  Are 


you  sure  you  wouldn't  peek?" 

"I  would  certainly  try  not  to,  sir." 

"What  do  you  do  next?" 

"You  bring  their  breakfasts  up  to  the  bedroom.  This  is 
all  done  quietly  because  you  don't  want  the  staff  to  know 
that  Mr.  Leigh  has  a  lady  friend  there.  You  might  cook 
the  breakfasts  yourself." 

"Very  good.  The  butler  is  always  discreet." 

At  9  o'clock  the  next  morning,  the  politest  class  in  the 
world  is  performing  Alphonse  and  Gaston  outside  of 
Dunhill's.  Entering  and  leaving  buildings  always  slows 
us  down — everyone  keeps  trying  to  hold  the  door  for 
everyone  else. 

In  Dunhill's  humidor  room,  cigar  expert  Charles 
Elliott  tells  the  class  that  "we  live  in  an  age  where  every- 
thing is  hurried,  but  cigar  smoking  should  be  unhurried. 
A  cigar  should  be  enjoyed  at  home  or  at  a  club  and 
savored  like  a  fine  wine  for  maybe  45  to  50  minutes.  The 
general  rule  of  combustion  is:  the  fatter  the  cigar,  the 
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slower  the  rate  of  burn,  which  means  more  flavor  and 
more  enjoyment." 

He  picks  up  a  Monte  Cristo,  puts  it  next  to  his  ear  and 
rolls  it  between  two  fingers. 

"I'm  sure  that  most  of  you  have  seen  someone  do  this. 
What  this  shows  is  the  inexperience  of  the  cigar  smoker. 
It  tells  you  absolutely  nothing.  When  you  buy  cigars  for 
an  employer  or  yourself,  what  you  look  for  is  a  very,  very 
slight  spring.  Run  your  thumb  and  first  finger  the  length 
of  the  cigar  and  if  there  is  a  little  give,  you  know  it  was 
packed  correctly." 

Spencer  provides  the  entertainment  for  the  walk 
between  shops. 

"A  few  years  ago,  I  got  a  call  from  that  hotel  woman 
Leona  Helmsley.  She  said  she  wanted  one  of  my  butlers 
but  wouldn't  pay  a  commission.  'Think  of  the  prestige 
you'll  get  from  placing  a  butler  with  the  Queen  of  New 
York,'  she  told  me.  I  said,  'Madame,  I  have  placed  but- 
lers with  real  queens,  and  they  always  paid  me.'  Then  I 
hung  up  on  her.  I  hear  she's  in  jail  now.  Too  bad." 

At  Hilditch  &  Key,  Roger  Talbot  is  serious  about 
shirts.  He  explains  the  need  for  measurements,  a  perfect 
fit  and  that  "no  human  being  is  exactly  average."  What  he 
doesn't  know  is  why  Americans  like  button-down  collars. 

"Millions  of  Americans  wear  button-downs,  and  who 
am  I  to  say  that  it's  wrong?  Forgive  me,  but  I  think  it 
looks  dreadful.  It  doesn't  do  justice  to  the  shirt.  If  you're 
paying  100  pounds  for  a  shirt,  would  you  want  it  to  look 
that  way?  I'm  sure  the  answer  is  'No.'" 

At  John  Lobb,  Bootmaker,  all  shoes  are  handmade, 
and  the  cheapest  pair  is  £900.  The  ground-floor  shop  has 
the  dark,  rich  feel  of  a  gentleman's  library.  Cobblers 
work  below  in  the  basement,  their  workbenches  scat- 
tered with  awls,  cans  of  beeswax  and  "sleeking  bones," 
which  I  ask  about.  "Oy  b'lieve  they  ar'  f  om  deer  bones, 
guv'nor,"  says  a  stooped  man.  "Y'u  ca'  really  work  the 
lea'her  wi'h  'hem." 

Every  customer's  feet  are  measured,  then  replicas  are 
shaped  from  blocks  of  wood.  In  Lobb's  basement,  more 
than  10,000  pairs  of  wooden  feet  are  stored  from  floor  to 
ceiling,  like  racks  of  wine.  It  is  eerie,  like  the  trophy 
room  of  a  madman  who  collects  his  victims'  feet. 

The  Cockney  cobbler  puts  five  pairs  of  feet  before  us. 

"Daiv'd  Nivin,  Prince  Chawles,  Ra'ph  Richa'son, 
King  Far'uk  and  Groucho  Mawks."  He  gestures  toward  a 
high  shelf.  "We  go'  Arysto'le  Onassis  up  'here 
som'where." 

At  Gieves  &  Hawkes,  1  Savile  Row,  we  are  intro- 
duced to  the  impeccable  Robert  Gieve,  who  looks  as  if 
he  was  born  wearing  a  suit.  The  firm's  earliest  success 
was  as  a  uniform  maker,  and  in  1787  it  outfitted  Captain- 
Bligh  for  his  trip  on  the  H.M.S.  Bounty.  Exactly  147  years 
later,  Gieves  &  Hawkes  checked  its  records  and  made 
the  same  uniform  for  Charles  Laughton. 

Gieve  tells  us  that  suits  are  the  descendants  of  uni- 
forms: unfold  the  lapels  and  turn  up  the  collar  of  a  single- 
or  double-breasted  suit  and  it  becomes  an  old,  high-col- 
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lar  British  military  tunic.  A  century  ago,  a  jacket's  sleeve 
buttons  were  functional,  allowing  doctors  and  gentlemen 
to  wash  their  hands  without  taking  off  their  coats  and 
possibly  offending  a  lady. 

Butlers  are  expected  to  pack  an  employer's  suitcase, 
and  we  learn  to  preserve  collars  by  putting  socks  or 
rolled-up  ties  inside  the  shirt's  neck;  trouser  legs  are 
folded  together  and  looped  around  other  layers  to  pre- 
vent side  creases;  shoes  are  put  along  the  suitcase  spine 
so  they  will  not  fall  and  rumple  pressed  clothes. 

Gieve's  most  valuable  words  are  a  warning  about  the 
making  of  a  gentleman. 

"Dressing  well  and  stylishly  is  an  interpretation  of 
good  manners.  A  gentleman  should  not  set  out  to  wear 
his  wealth  upon  his  back.  There  are  those  who  think  that 
a  designer  name  is  the  password. 

"With  the  new  money  of  the  '80s,  people  with 
dreams  of  being  gentlemen  can  afford  larger  properties, 
fishing  on  the  finest  trout  streams,  a  gun  on  a  moor  in 
Scotland  and  the  inevitable  four-wheel-drive  Range 


Rover.  They  have  all  the  outward  trappings  of  a  gentle- 
man," Gieve  says  with  a  sigh,  "but,  many,  oh,  I  fear  the 
majority,  make  an  absolute  mess  of  the  whole  exercise. 
The  essence  of  being  a  gentleman  is  that  magical  under- 
statement; it's  implied  without  being  shouted." 

For  two  days,  we  are  taught  at  a  private  home  owned  by 
a  pleasant  old  woman  named  Mrs.  Ricks.  As  we  wait  in 
front  of  her  house  for  the  guest  lecturer,  a  neighbor  is  dis- 
mayed to  see  the  group  of  earnest,  dark-suited  young  men 
and  rushes  out  jto  see  us.  "Oh,  I  didn't  even  know  poor 
Mrs.  Ricks  was  sick.  She  seemed  like  such  a  spry  old  lady." 

We  look  at  each  other.  "She's  fine,  madame,"  says 
Jeffrey.  "We're  not  undertakers,  we're  butlers." 

"Oh,  good,"  she  says.  "I'm  so  relieved,"  and  hurries 
back  to  her  window. 

The  butler-lecturer  is  a  neat,  almost  prissy  man  who 
sits  with  his  feet  and  knees  pressed  together,  like  a  spin- 
ster scared  that  someone's  going  to  look  up  her  skirt. 

His  self-introduction  lets  us  know  what  we're  in  for: 
"I  am  the  butler,  aide-de-camp,  to  an  immensely  wealthy 
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British  industrialist  with  fine  taste.  He  and  his  wife  only 
accept  the  best.  And  these  people  are  busy,  busy,  busy," 
he  tells  us.  His  demeanor  is  Pee  Wee  Herman,  his 
tongue  Truman  Capote. 

The  lecturer  has  served  people  who  were  and  weren't 
to  the  manor  born.  He  says  he  can  predict  who  will  make 
etiquette  blunders. 

"It's  always  middle-class  people,"  he  sniffs.  "I  can 
always  pick  them  out.  They  haven't  got  a  clue,  and  they 
don't  know  what  to  do.  You  can 
tell  them  just  by  the  way  they 
walk  and  by  their  haircuts." 

Class  ends  at  six  o'clock,  and 
we  find  the  nearest  pub.  As  the 
first  pints  arrive,  the  mimicry 
begins:  "Jeffrey,  are  you  mid- 
dle-class? That  looks  like  a  mid- 
dle-class haircut  to  me.  I  can 
always  pick  them  out." 

"What  a  pretentious  little 
git,"  says  Martin. 

"I  don't  get  it,"  says  Chris. 
"Everyone  else  in  the  course  is 
a  great  guy,  and  then  we  meet 
this  wanker." 

"I  think  that  was  the  lesson," 
says  Jeffrey,  "not  to  be  like  him.  Mr.  Spencer  just  set  it 
up  for  us  to  meet  a  snob  butler — to  make  sure  we  never 
act  that  way.  You  can't  be  the  perfect  butler  with  that 
attitude." 

The  next  day,  Spencer  tells  us  that  a  good  butler  is 
even-handed  with  everyone,  never  aloof  and  always  a 
model  of  civility.  "You  never  speak  badly  of  anyone.  You 
are  low-key.  You  subdue  your  personality  to  a  point,  but 
you're  still  a  person.  You  shine  in  the  way  you  speak  to 
people  and  the  way  you  look  after  them." 

Spencer  has  sent  butlers  to  work  in  North  America, 
Europe,  the  Middle  East  and  Asia.  Butlers'  country  of 
choice  is  the  United  States,  Spencer  tells  the  class, 
"because  American  employers  are  the  most  friendly  and 
the  most  generous,  although  sometimes  they  are  a  bit 
inhibited  in  dealing  with  their  butler,  especially  if  the 
butler  is  also  American. The  employer  feels  he  should 
treat  him  as  an  equal,  but  the  butler  sets  the  tone  of  a 
good  and  comfortable  deference,  and  then  it's  all  right. 
American  employers  will  work  you  very  hard,  but  they 
will  pay  you  very  well  and  look  after  you. 

"The  British  aristocracy  are  a  lovely,  caring  people, 
they  have  great  affection  for  their  butlers,  and  they  won't 
work  you  so  hard,  but  they  don't  want  to  give  you  any 
money.  The  Germans  are  very  good  employers  who  will 
treat  you  with  great  courtesy,  but  they  are  very  formal; 
there  is  a  big  dividing  line  between  butlers  and  employ- 
ers. There  is  never  that  closeness — you'll  never  have  a 
great  joke  with  them.  All  the  other  continentals  are  like 
the  Germans — very  formal." 

A  butler's  nationality  makes  no  difference,  according 


to  Spencer,  "if  he  is  well-trained."  Previous  occupations 
are  also  irrelevant;  past  classes  have  included  a  former 
British  colonel,  an  IRS  agent  and  the  headmaster  of  a 
language  school. 

"People  still  smile  at  the  idea  of  a  butler,  but  there  is 
also  an  admiration,"  says  Spencer.  "The  butler  has  digni- 
ty and  a  presence,  and  he's  knowledgeable.  He  has  read 
books  on  etiquette,  clothes,  fine  arts,  wines,  fruits,  veg- 
etables, meats  and  carving.  Imagine  a  butler  serving  din- 


The  Butler  And  The  Beautiful  Wife 


"There  was  a  butler  named  James  who  worked  for  a  couple, 
and  the  wife  was  a  very  beautiful  woman,  much  younger  than 
her  husband,"  related  Spencer.  "One  evening,  they  told 
James  that  they  would  be  out  for  dinner  and  wouldn't  return 
until  11  o'clock.  But  at  9  o'clock  the  wife  came  home  alone. 
She  walked  in  the  front  door  and  said  to  James:  'Come  up  to 
my  bedroom.'  When  they  got  there,  she  shut  the  door  and 
said:  'Take  off  my  dress.'  And  of  course  he  did  so.  She  sat 
down  on  the  bed  and  said:  'Take  off  my  stockings.'  And  he 
rolled  them  off.  Then  she  had  him  take  off  her  underwear. 
Finally,  she  looked  up  at  him  and  said:  'Now,  James,  I  never 
want  to  find  you  wearing  my  clothes  again.' 


ner  and  a  guest  says:  'The  beef  is  wonderful,  James, 
where's  it  from?'  'Safeway,  sir.'  'Wrong.  The  butler  has 
learned  that  it  is  from  Germany,  he  knows  how  cattle  are 
fed  there  and  why  it  tastes  better.  That  is  his  answer.'" 

A  butler  works  from  early  morning  until  mid-after- 
noon, has  a  few  hours  off,  then  serves  dinner  and  pre- 
pares for  the  next  day.  A  butler's  duties  take  precedence 
over  all  else,  as  we  have  been  told. 

"Waterman,  describe  how  a  butler  conducts  his  social 
life,"  Spencer  asks. 

"A  butler  doesn't  have  the  same  social  circle  as  his 
employer.  He  wouldn't  go  to  the  same  restaurants  or 
bars.  He  may  have  to  travel  a  bit  further,  perhaps  even 
out  of  town.  He  lives  a  separate  life — two  lives  in  a  way." 

"If  a  butler  is  going  out  with  a  girl  and  she  becomes 
close  friends  vvith  his  employer's  family,  what  does  he  do?" 

"He  must  cut  off  the  relationship." 

"Very  good,  Waterman,"  Spencer  says  approvingly. 
"You  can  quit  your  day  job  now." 

At  Selfridges  the  next  morning,  we  learn  about  baby 
eels,  truffles  and  caviar;  how  to  store  oysters  (rounded 
side  down);  and  how  to  distinguish  farmed  salmon  from 
wild  salmon.  (Look  for  a  nicely  formed  tail — the  fins  get 
nibbled  in  salmon  pens.) 

At  Moet  &  Chandon,  Rupert  Lendrum  tells  us  about 
the  microclimate  of  northern  France,  Champagne  pro- 
duction, and  Dom  Perignon,  the  Benedictine  monk  who 
discovered  that  fermentation  could  put  a  fizz  into  wine. 

To  open  Champagne  correctly,  we  are  told  to  "hold 
the  cork  with  one  hand  and  slowly  turn  the  bottle  with 
the  other.  You'll  get  a  'hiss'  instead  of  a  'pop.'  Keep  your 
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rhumb  on  top  of  the  cork  so  it  doesn't  fly  off  and  hit  the 
Rembrandt  on  the  wall. 

"The  label  is  always  up  when  you  serve  Champagne. 
Put  your  thumb  in  the  punt  (the  hollow  in  the  bottom), 
and  extend  your  fingers  up  the  back  side  of  the  bottle. 
This  will  give  you  greater  reach  and  more  control." 

As  we  drink  a  bottle  of  Champagne,  Lendrum 
explains  that  "a  good  Champagne's  taste  will  linger,  it 
won't  just  explode  and  be  over."  But  even  Champagne 
has  an  Achilles  heel.  "Chocolate,"  he  says  gravely,  as  if 
informing  Superman  of  kryptonite,  "kills  the  flavor  of 
Champagne.  Never  serve  the  two  together." 

The  following  morning,  Spencer  begins  our  final 
review.  We  are  cross-examined  about  telephone  man- 
ners, arranging  theater  parties,  getting  discounts  on 
major  purchases,  managing  the  staff  and  knowing  our 
uniform  options  (suits,  grey  waistcoats  with  pin-striped 
trousers,  bow  tie  and  white  jacket  or  tails  with  white 


Spencer's  Brief  History  Of  Butlers: 

"Back  in  the  1500s,  people  were  either  very  rich  or  very  poor. 
In  every  town  there  was  the  big  house  down  the  road  where 
the  squire,  duke  or  knight  lived.  The  poor  had  large  families, 
and  the  parents  couldn't  afford  to  feed  and  clothe  12  or  13  chil- 
dren. Instead,  they  got  them  jobs  down  the  road.  For  clothes, 
the  children  were  given  uniforms,  they  were  given  food  and 
just  a  little  money.  The  parents  were  pleased  to  get  their  chil- 
dren off  their  hands  but  not  lose  them.  That's  how  service  got 
started.  After  30  or  40  years,  someone  might  work  his  way  up 
to  become  the  butler." 

The  invention  of  automobiles,  telephones,  indoor  plumbing, 
washing  machines,  et  al.,  ended  the  British  gentry's  need  for 
staffs  of  40  with  liverymen,  coachmen,  page  boys  and  scullery 
maids.  Death  duties,  imposed  in  the  1900s,  reduced  the  number 
of  families  who  could  afford  large  staffs.  By  the  1970s,  there 
were  fewer  than  a  hundred  butlers  left  in  England. 


wing  collar).  To  remove  creases  from  the  newspaper  and 
dry  the  ink,  several  pages  must  be  ironed  each  morning, 
using  the  'warm'  setting  to  avoid  scorching.  After  the 
front  and  back  pages,  the  financial,  sports,  or  crossword 
pages  are  done,  depending  upon  an  employer's  interests. 

Spencer  asks  Martin  to  explain  the  touchy  duty  of 
quietly  removing  a  drunken  dinner  guest. 

"If  you  see  that  someone  is  the  worse  for  drink,  you 
should  bring  it  to  the  attention  of  your  employer,  Mr. 
Leigh.  You  get  a  bottle  of  wine  or  Champagne  and  lean 
down  next  to  Mr.  Leigh  as  if  you  were  asking  him  about 
the  bottle.  Instead,  you  tell  him  that  the  drunken  guest- 
is  annoying  the  people  beside  him.  Mr.  Leigh  will  prob- 
ably tell  you  to  handle  it  yourself. 

"You  leave  the  room  and  instruct  another  servant  to 
wait  five  minutes  then  come  into  the  dining  room  as  if  he 
were  bringing  you  a  message.  You  then  tell  the  drunken 
guest  he  has  a  telephone  call  in  the  other  room.  If  he's 


reluctant  to  go,  you  might  say  that  you  will  have  another 
drink  brought  to  him  at  the  phone.  Once  he  is  outside 
the  room,  you  move  between  him  and  the  dining-room 
door,  apologize  and  say  there  is  no  call  but  that  Mr. 
Leigh  fears  that  the  guest  is  embarrassing  himself  and 
asks  that  he  leave  the  party.  You  offer  coffee  but  if  the 
guests  wants  to  leave,  tell  him  that  you  will  have  his  car 
brought  to  the  door.  After  he  gives  you  the  keys,  you  call 
him  a  cab  and  ask  what  time  tomorrow  he  would  like  his 
car  delivered."  < 

"Exactly,"  says  Spencer,  "although  if  he's  6-foot-4 
and  wants  to  go  back  into  the  dining  room,  he  goes  back 
in.  You  don't  get  physical  with  him." 

If  a  student  is  fairly  rugged  and  doesn't  mind  compar- 
isons to  Goldfinger's  man-servant  Oddjob,  he  can 
become  a  bodyguard-butler.  An  employer  pays  for  the 
special-schools  training  in  evasive  driving,  guns  and  mar- 
tial arts.  The  annual  salary  for  a  bodyguard-butler  starts 

at  $50,000. 

On  graduation  day,  lunch  at 
Claridge's  includes  shrimp,  lob- 
ster bisque,  smoked  salmon, 
duck  and  filet  mignon  with 
Bearnaise  sauce.  For  one  meal, 
the  butlers  dine  like  gentlemen. 
After  Spencer  presents  the 
diplomas,  dessert  is  the  last 
chance  for  questions. 

"Mr.  Spencer,  which  is  cor- 
rect, for  a  butler  to  use  his  first 
name  or  last?"  asks  Chris. 

"I  think  last  names  are  bet- 
ter, although  James  has  the 
best  name  for  a  butler  and 
should  use  it.  Jeffrey's  last 
name  also  is  excellent — Wat- 
son. There  are  a  few  last  names 
that  don't  work  at  all.  For 
example,  'Darling.'  In  front  of 
guests,  your  employer  can't  say:  'Oh,  Darling,  bring  me 
a  drink.'  The  last  names  'Love'  and  'Deer'  cause  the 
same  problem.  Saying:  'Love,  wake  me  at  6:30,'  would 
make  the  guests  wonder." 

As  a  journalist-observer,  I  do  not  graduate  from  butler 
school,  but  as  lunch  ends,  I  overhear  Spencer  talking  on 
the  far  side  of  the  table.  Speaking  to  Jeffrey,  he  points  at 
me  and  says  wistfully,  "We  could  have  made  a  great  but- 
ler out  of  this  one."  I  am  pleased.  Spencer's  compliment 
is  my  diploma. 

Later,  the  new  butlers  gather  in  a  pub,  and  the  pints 
flow.  At  the  end  of  the  night,  James  raises  his  glass  for 
the  class's  last  toast. 

"To  the  best,"  he  says,  and  we  all  clink  glasses.  "To 
John  Gielgud.  To  perfection."© 


Professional  modesty  forbids  V  R  E  DERICK  W,  VTERM  AN 
from  saying  anything  about  himself. 
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A  Few  Things 
You'd  Better 
Enow  About 


By   Richard   Brookhiser 


For  monthd,  you  and  your  people  have  been 
jawing  with  your  Japanese  opposite  numbers 
on  what,  to  your  firm  at  any  rate,  is  the  most 
important  east-west  negotiation  since  Commo- 
dore Perry.  At  long  last,  the  president  of  the 
Japanese  corpo- 
ration has  invit- 
ed you  to  dinner 
in  Tokyo  to  talk 
the  final  turkey. 
Everything  goes 
well.  You  keep 
your  lip  zipped 
about  trade  bar- 
riers, he  politely 
refrains  from 
mentioning 
declining  high  school  test  scores.  Then  he 
asks  if  you  would  like  sake?  You  know  you 
will  say  yes,  but  what  you  don't  know,  you 
realize  in  a  sudden  sweat,  is  what  it  will  taste 
like.  You've  had  sake  in  the  States,  of  course, 
but  surely  his  sake  here  will  be  different. 
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...the  Japanese 
blowfish  delicagy 
which,  if  not  properly 
prepared. . . 


The  finest  hire- 

zake  uses  the  fins  of 

the  fugu  fish .. . 


Will  it  knock  you  out? 
Could  it  make  you  gag?  If  the  answer  to  either 
or  both  is  yes,  will  you  be  obliged  to  commit  seppu/tu?  •  For 
years,  all  I  knew  about  sake  was  that  it  was  the  warm  stuff  you  drank  with 
beef  teriyaki,  and  that  it  was  what  the  bullies  consume  in  samurai  movies  when 
they  become  cocky  and  boisterous,  until  the  good  guy  (usually  Toshiro  Mifune) 
starts  slicing  them  into  tripes.  It  was  like  discovering  a  new  world  of  taste,  therefore, 
when  a  friend  of  mine  who  works  for  the  Bank  Of  Tokyo  introduced  me  to  chic  sake — 
the  way  the  Japanese  drink  it.  •  Takeshi,  who  works  in  New  York,  took  me  to  his 
favorite  Japanese  restaurant  in  town,  a  yakitori  place  on  the  East  Side.  He  likes 
it  because  the  food  is  excellent,  and  not  outrageously  priced.  (In  order  to  main- 
tain their  prodigious  savings  rate,  the  Japanese  have  to  economize  on 
something.)  When  it  came  time  to  order,  we  got  two  menus — 
a  food  menu,  and  a  drink  menu,  consisting 
mostly  of  different  kinds  of  sake. 


. .  .they  're  non- toxic, 
whether  the  chefs  a  master 
or  a  duffer.) 


...kills  you. 
(Don 't  worry  about 
the  fins... 
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...as  in  the  saying 
that  describes  the  perfect 
meal. . . 


Sake  buffs  have 
even  waxed  poetic. . . 


In  theory,  the  sake  menu  could 
have  been  a  sizable  volume.  There  are  some  2,700 
brewers  in  Japan,  whose  operations  range  from  giants  with  indus- 
trial production  methods,  to  kura,  tiny  breweries  analogous  to  boutique 
wineries.  Connoisseurs  have  a  fondness,  tinged  with  snobbery,  for  the  jizake 
(local  sake)  of  the  best  kura.  Takeshi  couldn't  offer  me  any:  like  Italian  table  wine,  it 
doesn't  seem  to  travel.  But  we  nevertheless  had  a  spectrum  of  textures,  temperatures 
and  colors  to  choose  from.  •  Sake  is  a  rice  wine.  Though  legend  holds  that  it  was  first 
brewed  by  a  brother  of  the  sun  goddess,  its  actual  origins  were  less  exalted:  someone 
noticed  that  the  rice  husks  that  villagers  chewed  and  spat  out  during  harvest  time 
actually  tasted  good.  (Who  would  have  sampled  such  a  concoction  for  the  first 
time?  But  then,  who  was  building  small  cars  in  the  Fifties?)  In  time,  the 
task  of  chewing  and  expectorating  was  assigned  to  virgin  girls, 
and  lovely  young  mouths  were  spitting  sake  in 


remote  communities  in 


. .  .and  the  pourer 
^  a  beautiful  woman. " 


. . .  "The  sake 
should  be  warm, 
the  cuisine 
sashimi. . . 
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Okinawa  and  Hokkaido  into  this  century.  Elsewhere  in 
Japan,  replacing  saliva  with  a  mold  which  had  a  similar 
chemical  effect,  and  introducing  yeast  to  the  process, 
created  sake  as  we  know  it  today,  and  a  good  thing  too. 

Sake  varies  according  to  the  ways  it  is  aged,  filtered 
and  served.  For  our  night  out,  Takeshi  and  I  began  by 
ordering  a  small  bottle  of  taru-zake,  sake  aged  in  wooden 
casks.  The  best  wood  is  supposed  to  be  cypress  from  the 
neighborhood  of  Nara,  the  eighth-century  capital  of 
Japan.  This  particular  bottle  used  cedar,  and  I  couldn't 
detect  much  woody  flavor.  The  drink  was  pleasant, 
though,  like  a  chardonnay  which  suddenly  grabs  the 
back  of  your  throat.  Next  came  a  tall  glass  of  nigori-zake, 
which  was  milky  white  like  a  liqueur.  The  color  comes 
from  tiny  particles  of  rice  which  slip  through  the 
open-weave  sacks  with  which  nigori-zake  is  filtered 
You  expect  something  smooth,  but  it's  grainy  and 
acidic;  the  contrast  is  pleasing.  Nigori-zake  resem 
bles  doburoku,  the  home-brewed  stuff, 
Japanese  moonshine.  Since  making 
doburoku  is  illegal,  nigori-zake  is  the 
closest  you  can  get.  Last  came 
hire-zake,  a  golden  brew  with 
large,  dark-brown  flakes,  like 
slices  of  mushroom,  floating  on 
the  surface.  These  were 
chunks  of  the  fins  offish.  The 
finest  hire-zake  uses  the  fins  of 
the  fugu  fish,  the  Japanese 
blowfish  delicacy  which,  if  it  is 
not  properly  prepared,  kills  you. 
(Don't  worry  about  the  fins 
they're  non-toxic,  whether  the 
chefs  a  master  or  a  duffer).  The  hire 
zake  was  half-way  between  a  drink  and  a 
broth — warm,  pungent,  with  a  good  hard 
kick.  Takeshi  assured  me  it  went  well  with 
hot  seafood,  and  I  believed  him,  though  I  also 
believed  I  could  face  a  cold  night  with  the 
help  of  it  and  nothing  else.  It  is  also  possible  to  get  sake 
with  gold  metallic  flecks  in  it.  These  add  nothing  to  the 
flavor,  but  they  show  that  the  manufacturer  has  lavished 
attention  on  a  brand  he  considers  deluxe.  Whatever  our 
drink  orders  came  in,  bottles  or  glasses,  we  each  poured 
the  sake  into  a  small,  shallow  wooden  box,  or  masu, 
before  sipping  it.  It's  best  to  hold  a  masu  with  your  right 
hand,  and  drink  from  a  corner. 

On  some  sake  menus,  you  may  see  numbers  rating 
different  brands  on  a  scale  of +15  to  -15.  This  measures 
dryness  and  sweetness  (positive  numbers  mean  dry, 
negative  numbers  mean  sweet).  Japanese  also  compare 
sakes  in  terms  of  their  acidity,  heavy  (acid)  vs.  light. 
Traditionally,  the  best  sake  was  held  to  be  very  dry  and 
very  heavy,  but  over  the  last  45  years,  the  ideal  has  shift- 
ed, Matthew  Arnold  would  be  pleased  to  know,  in  the 
direction  of  sweetness  and  light. 

Sake,  like  wine,  has  spawned  an  elaborate  lingo  of 


connoisseurship.  Among  the  many  terms  for  light  are 
josei-teki  (feminine),  kirei  (clean),  and  johin  (classy).  A 
heavy  sake  might  elicit  dansei-teki  (masculine),  nigiyaka 
(lively)  or  koshi ga  aru,  a  term  from  sumo  wrestling  mean- 
ing "to  have  strong  hips."  If  a  sake  has  been  aged  for  too 
long,  it  may  show  (though  you  wouldn't  want  to  confront 
your  host  with  the  fact)  binka,  or  "bottle  stink."  Some  of 
the  pejorative  terms  for  bad  sake  reflect  the  cultural  pre- 
suppositions of  the  Japanese,  just  as  surely  as  their  nego- 
tiating style  does:  sake  with  too  much  body  is  kudoi  (gar- 
rulous), while  sake  made  from  unpolished  rice  is  gara  ga 
warui  (ill-bred).  If  there  is  a  phrase  for  "illiterate  and  lazy 
like  an  American,"  I  have  not  uncovered  it.  A  sake  non 
pared — always  sought,  rarely  found — is  maboroshi  no  sake, 
"a  sake  of  dreams."  Sake  buffs  have  even  waxed  poet- 
ic, as  in  the  saying  that  describes  the  perfect  meal: 
"The  sake  should  be  warm,  the  cuisine  sashimi,  and 
the  pourer  a  beautiful  woman." 

So,  when  you  have  that  power  dinner  in 
Tokyo  to  close  the  deal  that  will  let  Texas 
longhorns  into  Kobe,  or  keep  GM  alive 
in  Flint,  Michigan,  will  you  win  over 
your  host  and  influence  his  retinue 
by  cocking  your  masu  and  murmur- 
ing, "Cypress  of  Nara,"  or  "very 
strong  hips  indeed"?  Probably  not, 
for  a  couple  reasons. 

You  may  not  be  drinking  sake 
at  the  power  dinner  for  starters. 
The  Japanese  like  their  national 
drink,  but  they're  also  fond  of  the 
drinks  of  other  countries.  For  years, 
Johnnie  Walker  Black  has  been  a  big 
prestige  item  there,  whose  popularity 
faltered  a  bit  only  when  the  Japanese  low- 
ered the  import  duty  on  it,  thus  bringing  the 
price  down  from  $100  a  bottle,  and  so  diminish- 
ing its  sex  appeal.  (All  right,  the  Japanese  don't 
save  money  on  everything.)  And  even  if  you 
become  the  Hugh  Johnson  of  rice  wine,  it  is  bad  form  to 
strut  your  savoir /aire.  "Not  showing  off,"  Takeshi  told 
me  gravely,  "that  is  Japanese  character."  What  would  be 
the  point?  If  the  sake  isn't  maboroshi  no  sake,  would  you 
want  to  embarrass  someone  by  saying  so?  And  if  it  is, 
then  why  tell  everyone?  By  emphasizing  the  obvious, 
would  you  be  concealing  some  uncertainty  in  yourself? 

The  purpose  of  sampling  sakes,  apart  from  the 
enjoyment  it  adds  when  you  encounter  them  later,  is 
simply  to  bolster  your  inner  assurance.  The  man  who 
doesn't  think  twice  when  he  spots  a  fish  fin  floating  in 
his  drink  is,  by  that  much  more,  a  man  to  be  reckoned 
with.  The  point  of  knowing  your  sake  is  that  you  will 
know — and  that  your  host,  who  is  an  intelligent  man, 
will  know  you  know.  NeF  SB 

Richard  Brookhiser  is  the  author  of  The  Way  Of  The 
WASP  (The  Free  Press). 
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LEAR  ON  SKIS 


I 


By  Alistair  Horne 


i 


i 


J 


ike  Lear,  I  have  three 


daughters.  When  it  comes  to  skiing,  that  brutal  activity 
which  brings  out  both  the  best  and  the  worst  of  human 
instincts,  I  never  dared  to  speculate  on  which  would  prove  to 
be  nice  Cordelia — or  the  nasty  ones  with  names  like  a  social 
disease  and  a  former  President.  But  experience  on  the  slopes,] 
an  estimated  sum-total  of  65  years  of  togetherness  and  occa- 
sional disputes,  suggests  possibly  a  combination  of  both. 
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"Five  seemed 

to  be  the 

appropriate  age 

to  start. " 


\\  hen  I  first  learned  to  ski,  prewar,  at  Le  Rosey 
School  in  Switzerland's  Gstaad,  as  a  myopic  13-year-old 
unable  to  see  those  painful  bumps,  I  hated  every 
minute  of  it.  So  much  so  that  I  experimented  with 
keeping  on  my  climbing  skins  (the  school  was  so  mean, 
it  made  us  walk  up  instead  of  taking  ski  lifts)  to  arrest 
my  downhill  momentum. 

Thus  was  I  determined  to  do  better  by  my  own  chil- 
dren. We  started  when  they  were  barely  out  of  the  cra- 
dle, in  a  romantic  chalet  at  Saanenmoser,  high  up  on  a 
pass  above  Gstaad.  It  belonged  to  Major  Pat  Reid,  the 
first  British  POW  to  escape  from  Colditz  into 
Switzerland  during  World  War  II.  Our  first  years  there, 
you  could  only  reach  it  by  horse-and-sled. 

Five  seemed  to  be  the  appropriate 
age  to  start.  Roland  Haldi,  a  guide 
with  the  face  of  a  medieval 
Swiss  saint  (and  patience  to 
match),  took  over.  Three 
small    plaintive    figures 
would  set  off,  caparisoned 
in  red,  with  "idiot  gloves" 
firmly  bonded  across  the 
shoulders,  so  not  to  be  left  in 
a  snowdrift.  The  complaints 
revolved   around   those 
murderous  lace-up  boots 
of  those  days,  which,  for 
so  many  years,  shaped 
our  lives  as  they  did 
our  bruised  ankles. 

Six  reluctant  little 
feet,  four  times  a  day. 
Occasionally  the  moans 
were  justified.  After 
Camilla,  No.  1,  had  howled 
all  day  about  cramps  in  her  toes,  I 
grumpily  took  her  down  to  the  boot 
shop  in  Gstaad  and  put  her  feet  in  one 
of  those  (long-since-banned)  X-ray 
machines.  There,  clear  as  a  bell,  inside  one  toe 
was  a  rolled-up  pair  of  socks,  packed  by  a  tidy-minded 
nanny.  Chocolate  marshmallow  tete  de  tiegres  had  to  be 
applied  by  the  dozen  before  C.  would  ski  again. 

We  graduated  to  more  ambitious  places,  like  Austria's 
beauteous  Kitzbiihel.  Then  there  was  a  period  of  hiatus, 
while  the  proud  but  exhausted  parents  taught  them- 
selves to  ski  properly — at  harsh  places  like  Ziira, 
Courchevel  and  the  U.S.  Rockies. 

When  she  was  16,  I  lost  Camilla.  (Reader,  do  not 
grieve  prematurely.)  With  willowy,  "Wednesday  legs" 
("whens-they-gonna-break")  designed  for  gentler  things 
than  skiing,  she  suddenly  shot  out  of  control  on  a  steep 
slope,  to  end,  disintegrated,  in  a  snow  bank  on  the  edge 
of  a  precipice.  A  mix  of  sadness — but  relief — in  my 
heart,  I  knew  she,  and  we,  would  never  ski  again. 

I  took  Zaza,  a  robust  IS,  on  a  prc-Christmas  course  de 


godillage{\\texa\\y,  "fish-tailing")  to  Verbier.  From  sun  up 
to  sun  down,  we  hopped  like  bunnies  and  frogs.  A 
diminutive  instructress,  Miriam,  drilled  us  both  impar- 
tially— shouting  at  me:  "Daddee,  keep  your  body  quiet!" 
(meaning,  stop  wiggling  your  hips).  At  the  end  of  a 
killing  two  weeks,  I  suddenly  had  a  skier  on  my  hands. 
Naturally  athletic,  Za  had  taken  off — in  every  sense. 

By  now,  No.  3,  Vanessa  had  emerged  from  the 
cocoon,  and  she,  Za  and  I  set  off  the  following  year  on  a 
similar  course  to  learn  to  wag  our  tails  fearlessly  in  deep 
powder.  At  France's  tough  Val  d'Isere,  all  the  others 
were  French;  Vanessa  the  youngest,  I  the  oldest.  The 
food  was  superb,  the  training — by  a  family  of 
brothers  called  Bonnevie  (meaning 
"good  life"),  and  aided  by  video 
evenings  of  self-criticism — excel- 
lent. But  once  again,  boots 
struck;  this  time  they  were 
unforgiving,  rented,  primi- 
tive plastic  models.  Several 
times   Za  dropped   off, 
howling  in  the  snow  with  a 
cramp  in  the  calf. 

Then  a  miracle 
occurred;  a  young  man 
appeared  at  our  pension 
with  a  truckload  of 
experimental  boots.  He 
was  working  for  Sal- 
omon, the  manufactur- 
ers of  safety  bindings, 
who  were  thinking  of 
going  into  the  boot  busi- 
ness. We  all  laughed; 
what  could  Salomon 
know  about  boots? 
However  the  girls  took 
the  bait,  and  became  gui- 
nea pigs:  for  a  week  they  had 
free  boots,  a  different  set  every  day, 
worked  on  by  the  young  man  until  they  fitted 
exquisitely.  The  payback  was  that,  every  evening,  they 
had  to  fill  in  a  questionnaire  of  approximately  104  ques- 
tions. The  result?  Ten  years  later,  we  all  have  Salomon 
SX  boots,  fitting  as  tightly  and  precisely  as  gloves,  and  as 
comfortable  as  the  proverbial  bedroom  slipper. 

With  one  of  the  Bonnevies  as  guide,  we  took  off  for 
a  day's  tour  off-piste.  After  a  45-minute  climb,  I  still 
recall  three  hours  of  magical  skiing  down  exquisite  val- 
leys empty  of  any  humans,  with  Mont  Blanc  glistenin.<; 
distantly  in  the  sun  above  our  heads,  and  down  along 
rushing  streams  with  silver  birches  that  dipped  ovei 
them.  Reaching  one  of  those  tucked-away  Savoyard 
villages  that  seem  to  have  been  slumbering  for  500 
years,  we  had  a  reward  that  justifies  skiing — at  a  sim- 
ple, sunny  inn  called  Le  Bouquetin  ("The  Ibex")  a 
memorable  lunch  of  artichokes,  raclette,  smoked  ham,  a 
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Only  the  Kangaroo®  brief  has  what  it  takes  to 
deliver  more  comfort  down  under.  With  exclusive 

Comfort  Pouch  that  contours  to  give  you  all  the 
support  you  need,  all  the  lasting  comfort  you  deserve. 
Even  the  fly  is  better:  a  horizontal  design  that's  easier  to 
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delicious  local  stew  called  potee  de  Savoie  and  crepes. 

It  was  rounded  off  with  a  dubious  firewater  called  eau 
de  vie  de  Vipere,  complete  with  dead  adder  in  the  bottle — 
"to  give  it  that  extra  bite,"  suggested  Za.  After  that  we 
floated  down  to  another  complex  at  La  Plagne,  getting 
back  to  Val  d'Isere  just  as  dusk,  was  drawing  in  and  the 
mist  was  turning  to  frozen  breath  on  the  trees. 

Time  marched  on;  university,  jobs  and  inevitably 
other  commitments  gave  our  joint  ventures  a  precious 
rarity.  Back  at  Val  d'Isere  again,  Za  found  herself  cap- 
taining the  Oxford  women's  ski  team;  while  Vanessa 
tackled  the  world's  highest  run,  in  Bolivia.  Then,  last 
year,  one  of  those  special  occasions  presented 
itself;  I  managed  to  persuade  Vanessa  to  join  me 
at  Meribel  in  France's  Trots  Vallees,  to  write  about 
it  in  advance  of  the  Olympics. 

It  was  (once  again)  a  year  short  on 
snow  in  Europe;  but  we  found  our- 
selves five  days  of  unadulterated 
sunshine.  A  delightful  guide, 
Jean-Pierre  Destarac  from  far- 
away Gascony,  took  us  under 
his  wing.  Like  his  famous 
clansman  Cyrano,  Jean- 
Pierre  has  an  imposing 
nose,  with  which  he 
sniffed  out  the  best 
snow. 

Another  day  we 
skied  with  the  di- 
rector of  the   ex- 
tremely helpfu 1 
Office  du  Tourisme  , 
Jean-Marie  Choffel, 
who  comes  from  Al- 
sace. Because  of  the 
pressure  of  work,  J- 
M  claimed  he  had 
had  only  six  days  of  ski- 
ing  all   winter;    in   Va- 
nessa's well-found  words,  "he 
came  out  like  an  Alsatian  released 
from  his  kennel." 

The  next  day,  weighed  down  by  an  immense  ruck- 
sack, our  Gascon  guide  Jean-Pierre  led  us,  faraway  from 
the  madding  crowds,  off-piste  down  to  Lac  Noir,  two 
valleys  away  from  Meribel.  Occasionally  there  were 
nasty  moments  as  skis  cut  through  the  crust,  causing 
humiliating  tumbles,  but  most  of  the  time,  for  kilome- 
ters on  end,  it  was  that  glorious,  hard,  springtime 
meringue  that  makes  you  fly  like  a  bird,  singing  all  the 
way.  We  skied  down  blemishless  Sahara-like  dunes  of 
glistening  spring-snow,  into  a  valley  of  silence  inhabited 
only  by  summer  herdsmen. 

For  our  picnic,  we  stopped  at  a  deserted  farmhouse, 
in  a  hamlet  with  the  romantic  name  of  Gittamelon.  Out 


of  J-P's  immense  w^came  a  wonderful  pate  made  by  his 
mother,  saucisse  de  Savoie,  a  vast  cheese,  cold  roast  beef,  a 
bottle  of  Gamay  and  a  bottle  of  the  lethal  local  liqueur, 
Genepi,  as  digestif  We  lazed  dreaming  in  the  warm  sun. 
Oh,  the  joys  of  skiing  in  France! 
Because  of  the  lack  of  snow,  bales  of  straw  carpeted 
the  approach  to  the  chair  lift  on  the  way  home;  so,  to 
the  entertainment  of  Vanessa  and  Jean-Pierre,  I  found 
myself  skiing  down  with  my  boots  looking  like  two 
stork's  nests.  (To  my  pique,  I  also  found  that — though 
Jean-Pierre  was  madly  in  love  with  Vanessa — it  was 
my  skis  he  carried.  The  trouble  about  skiing  is  that 
you  never  know  just  how  broken-down  you  look 
in  the  eyes  of  others.) 

Every  season's  skiing  has  its 
special  day  to  remember,  but 
that  outing  seemed  like  one 
in  a  lifetime.  The  next  day, 
our  last,  Vanessa  and  I  took 
off  over  to  Courchevel. 
The  skiing  was  su- 
perb, with  even  more 
endless  variety,  but 
we  committed   a 
serious  booboo;  by 
making  the  wrong 
signals  (each  subse- 
quently blaming  the 
other!),  we  lost  each 
other,  and  didn't  recon- 
nect till  the  evening. 
There  was  a  moment  of 
brief  mutual  recrimination 
(skiing,  the  other  person  is 
always  wrong!),  but  still  we 
arrived  at  Geneva  airport  rejoic- 
ing that  we  had  never  had  even  the 
smattering  of  a  family  row. 
The  Andalusians,  with  their  happy  mix 
of  optimism  and  superstition,  talk  about  one-for- 
the-road  as  "la penultima."  Were  those  halcyon  days  of 
father-and-daughtcr  at  Meribel  our  penultima,  I  have 
wondered  since?  Like  Jacques'  Seven  Ages  Of  Man,  the 
wheel  has  come  full  circle,  the  roles  are  neatly  reversed; 
instead  of  standing  impatiently  at  the  bottom  of  the 
slope,  waiting  for  the  little  creatures  in  red  anoraks,  the 
Salomon  SX  is  now  squarely  on  the  other  foot. 

How  much  long  will  they  want  to  go  along  with  me} 
Who  will  be  Cordelia?  Time  seems  to  be  running  out. 
But  at  least  there  will  be  the  memories;  the  shared 
ecstasies — and  that  smug  pleasure  of  having  handed 
one's  greatest  joy,  and  maybe  even  a  little  skill,  on  to 
another  generation.® 


The  wheel 
has  come 

full  circle, 
the  roles 

are  neatly 

reversed. . . 


Alistair  Horne  is  the  author  of  14  hooks,  including  the 

official  biography  of  Prime  Minister  Harold .  Mac.  Mil/an. 
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To  Succeed  In  Business , 

You've  Got  To  Show  The  Competition 

Exactly  What  You're  Made  Of. 


Moisture 

absorbent  cotton 

doubter. 


Calfskin 
leather  upper. 


Every  shoe  company  claims 

they  make  quality  shoes. 

But,  when  asked  to  support  their 

claims,  they  offer  only 

flowery 


prose, 

or  romantic  depictions  of 

old-world  craftsmanship. 

At  Allen-Edmonds, 

quality  is  an  easily  defensible 

position.  We  prefer  explaining 

exactly  how  our  shoes  are  made. 

And,  in  turn,  prove  to  our 
customers  that  Allen-Edmonds  are 
the  world's  finest 
shoes,  made 
right  here, 
in  America. 
'Our  suppliers 
no  one  is  as 


Complete  support 
from  360°  welting. 


discriminating  when  selecting 

leather.  Every  shoe  is  created  on 

exclusively-designed  foot  molds, 

called  "lasts."  Only  the  finest 

natural  materials  are  used. 

*  •  ' 

The  welt — a  piece  of  leather 

holding  the  insole,  the  outsole  and 

shoe  upper  together — runs  a 

full  360°  around  the  sole. 

Other  shoes  utilize  a  180°  welt, 

or  no  welt  at  all. 

Between  the  sole  and  insole,  we  put 
a  layer  of  natural  cork  for  added 

cushion.  Between  the  outer  leather 

and  lining,  a  cotton  flannel 
doubler  helps  dissipate 
moisture. 


Finest-quality 
leather  insole. 


More  cushion 

^fromaleather 

heel  base. 


Allen-Edmonds  shoes  are  so  well 

crafted,  they  can  be  recrafted,  at  our 

factory,  a  number  of  times. 

To  extend  their  life  even  longer. 


/ 


So,  next  time 
some  shoemaker 
begins  claiming 

quality,  look     M 
them  straight  in  _ 
the  eye  and  ask  B 
for  facts.  You'll     ^ 
find  out  exactly    ^^ 
what  they're  made  of. 


fetf  w^ 
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American  made  Allen- 
Edmonds  shoes  are  available 
at  fine  stores  worldwide. 

Men 
.3dmonds 


Saxon  Shoes  .Richmond    •    Gordon's  Shoes,  Pittsburgh    •    Hall's,  Kansas  City 


For  a  catalog  of  our  shoes  and  where  you  can  purchase  them,  send  $3 .00.  Allen-Edmonds  Shoe  Corp.,  Box  998,  Dept.  261,  Port  Washington,  WI 53074  USA        | 


With  the  Baja  1000  coming 
up  in  a  couple  of  months,  it  was  time  to  start  testing  the  truck  I'd  be  driv- 
ing, hoping  to  finish  first  overall.  A  few  months  earlier,  back  when  the 
series  of  Baja  races  had  started,  I'd  hoped  to  finish  first  in  my  class.  But  the 
truck  kept  breaking.  First,  in  the  Parker  400,  the  oil  pump  went.  Then,  in 
the  San  Felipe  250,  a  wrist  pin  broke.  That's  a  part  that  connects  the  rod  to 

the  piston,  and  one  of  the  reasons  you  never  hear  of  tie  road  testing.  Sinee  the  truck  I'd  be  driving  in  the  Baja 

it  is  because  it  never  breaks.  But  it  did,  and  I  don't  sup-  was  a  tricked-out  Ford  Ranger,  seemed  like  I  ought  to 

pose  I  was  all  that  surprised.  I'm  the  guy  who  was  lead-  test  the  civilian  version  that  you  can  walk  m  oft  the  street 

ing  Indy  by  a  lap  with  three  laps  to  go,  in  the  first  turbine  and  buy  at  any  Ford  dealer.  I  he  Ranger  is  probably  one 

car  when  a  three-dollar  bearing  burned  out.  So,  in  the  of  the  most  popular  vehicles  around  lord  has  been  mak- 

Baja  500,  when  the  rear  end  went,  I  just  wrote  it  off  as  ing  them  for  ten  years  or  more  and  sold  a  ton ^of  them 

one  of  those  things  that  happens  in  racing.  On  a  track  or  (Fditor's  note:  the  Ranger  first  appeared  in  1  >82,  and 

off  road,  the  cars  will  break  down  on  you.  Ford  has  sold  almost  three  million  of  them.) 

So  far,  it  just  hadn't  been  my  year.  But  things  might  The  boys  at  Bill  Stroppe  s  garage  said  they  had  a  vers 

be  different  in  the  1000,  the  biggest  off-road  quick  little  Ranger  they  d  let  me  drive,      roppe 

race  of  them  all.  And  I  wanted  to  make  sure  was  actually  the  guy  who  got  me      to       - 

the  truck  would  be  ready.  If  it  was  going         ^/)By  /?/2        ™d  J™*  ™a<  "°uk \*™  ™?  ^ 

i,  ,  •  •.   i     ;,.  (  J/J  /4^  in  the    ate   o0s,  after  1  d  ictncd  from 

to  break  again,  I'd  just  as  soon  it  do  it  ^/S/SWSV/TSs  ,     •  pi       „  i„,iv,n,l  > 

H  .  *_S   CtS / 6<£sVv€/  open  cockpit  racing.  I  d  won  Indy  and  a 

while  we  were  testing.  ,        f     h  and  ,  thought  I'd  work 

I  had  to  drive  more  than  a  hundred  J()NKS  ot  otner  races,  ai  u 

miles  from  my  house,  up  in  the  hills  around  on  staying  alive  ^hf  <>^ -'  '    ^    * 

LA,  to  the  place  out  in  the  desert  where  we'd  be  some  money  tor  myse  t  while  I  was  at  it   But  I 

testing,  a  big  empty  piece  of  ground  near  Bear  Lake      was  still  racing.  Stock  cars  and,  later  on,   I  ransAm.  1  m 
where  they  had  the  earthquake  last  summer.  It  was  a      always  domgsome  racing. 

nice  drive,  out  the  San  Bemadino  freeway,  and  being  a  Anyway,  Stroppe  came  to  me  and I  .carte It  Ik  ng 

conscientious  automotive  journalist,  1  decided  to  do  a  lit-      about  this  race  they  were  going  to  be  .  unn.ng  in  the 
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desert  outside  Las  Vegas — the  Stardust  400.  It  didn't 
sound  all  that  interesting  to  me,  and  I  said  so.  Bill  took  it 
personally  and  said,  "Well,  that's  okay.  You're  probably 
not  tough  enough  for  it,  anyway." 

That  got  my  attention,  and  when  the  race  started, 
there  I  was  driving  a  Ford  Bronco  that  Bill  had  rebuilt  for 
the  race.  I  did  what  I  always  do — I  charged  out  there  try- 
ing to  get  as  much  space  as  I  could  between  me  and  the 
car  in  second  place.  The  problem  was,  in  off-road  you 
aren't  just  racing  against  the  other  cars  and  drivers. 
You've  got  the  course — such  as  it  is — to  worry  about,  too. 
I  knocked  the  front  tires  off  that  Bronco  in  no  time. 

But  I'd  seen  enough  to  know  that  I  liked  it.  I  told 
Bill  I  wanted  some  more,  and  he  fixed  that  Bronco  back 
up  and  we  went  at  it  again.  In  my  third  season,  I  won 
the  Baja  1000. 

Won  it  the  next  year,  too.  I  could  still  knock  the  tires 
off  now  and  then,  but  I  was  getting  better.  I  put  togeth- 
er my  own  team,  with  my  own 
cars.  Rick  Mears  drove  one  of 
my  cars.  So  did  Roger  Mears. 
Walker  Evans,  who  is  probably 
the  greatest  off-road  driver  ever, 
drove  one  of  my  trucks.  So  I've 
had  a  little  success  with  off-road 
racing.  And  I  know  what  I  like 
in  a  truck. 

I  liked  that  little  Ranger  the 
boys  at  Stroppe's  gave  me  to 
drive.  Liked  it  a  lot.  It  was  early, 
still  dark,  when  I  left  L.A.,  and 
the  freeways  were  still  pretty 
clear,  and  you  could  move  right 
along.  The  Ranger  had  a  4.0  liter 
V-6  engine,  and  that  was  plenty 
of  power  for  that  truck.  In  the  early  days  of  the  light  pick- 
ups, the  engines  were  small.  Four  cylinders,  a  lot  of 
them,  and  some  of  those  trucks  couldn't  get  out  of  their 
own  way.  This  Ranger  would  go. 

I  was  getting  up  into  the  hills  as  the  sun  came  up  and 
the  morning  commuters  started  to  clog  up  the  lanes.  The 
Ranger  pulled  the  hills  with  no  problem,  and  I  went  by 
the  commuters,  most  of  them  still  drinking  coffee,  easily. 

When  I  got  out  into  the  desert,  I  had  to  turn  off  onto  a 
rough  road  that  runs  about  ten  miles  out  to  where  the 
boys  from  Stroppe's  were  waiting  with  the  other  truck. 
The  road  was  potholed  and  gullied  and  full  of  good-sized 
rocks.  A  pretty  good  test  for  the  Ranger.  I  ran  it  hard,  and 
it  handled  everything  I  threw  at  it.  The  suspension  had 
real  good  travel  so  most  of  the  impact  stayed  down  in  the 
springs  and  shocks,  and  I  didn't  rattle  around  too  bad  in' 
the  cab.  The  handling  was  just  fine  so  that,  when  I  took  a 
bump,  the  truck  recovered  real  quick. 

It  was  a  pleasure  to  drive  that  little  Ranger,  and  I  was 
almost  sorry  when  I  got  to  the  place  where  the  mechanics 
were  waiting  with  the  other  Ranger.  The  one  I'd  be  driv- 
ing in  the  Baja  1000. 


Like  they  say,  it  is  the  same  truck... only  different. 
This  one  has  22  inches  of  travel  in  the  rear  suspension 
instead  of  the  normal  seven  or  eight.  It'll  just  fly  right 
over  a  pretty  deep  ditch — trick  is  to  know  how  deep. 
Handmade  I-beams  in  the  IFS  and  coil  springs  mount- 
ed over  the  shocks  in  front  which  has  about  18  inches  of 
travel.  The  car  is  powered  by  a  4.5  liter  Ford  V-6,  the 
same  engine  they  use  on  the  Busch  NASCAR  circuit. 
The  boys  at  Stroppe  have  turned  it  on  the  dyno  and 
read  500-plus  horsepower.  It  has  an  automatic  transmis- 
sion— stock  Ford  with  a  few  modifications.  One  of  the 
big  problems,  running  the  Baja,  is  keeping  the  trans- 
mission cool.  So  there  is  no  front  or  back  glass  in  the 
cab,  and  two  big  fans  in  the  bed  to  suck  all  the  air  that 
comes  through  and  blow  it  down  on  the  coolers  to  keep 
the  transmission  from  overheating.  We  run  35-inch  BF 
Goodrich  Baja  TA  stock  tires  that  you  can  pick  up  at 
any  Parnelli  Jones  tire  store. 

Like  I  say,  the  truck  is  just 
like  the  Ranger  you  can  go  out 
and  buy... only  different. 

The  truck  ran  real  good  this 
morning.  I  had  the  editor  who 
works  on  my  stories  with  me, 
riding  in  the  passenger  seat.  So  I 
wanted  to  give  him  a  good  one. 
He  was  white-knuckling  it  at 
first,  when  we  were  running  110 
or  so  and  taking  the  bumps  and 
the  holes  like  they  weren't  even 
there.  Those  big  tires  and  all 
that  travel  in  the  suspension  will 
absorb  an  awful  lot.  You  feel  like 
you're  just  gliding  over  it.  By  the 
time  we  were  halfway  around 
the  17-mile  course,  my  editor  had  settled  down,  and  I 
could  see  through  the  glass  of  his  visor  that  he  was  even 
smiling  a  little,  like  he  was  enjoying  himself.  It's  a  fun 
ride,  all  right.  Gets  old  near  the  end  of  a  1000-mile  race, 
but  all  in  all,  one  of  the  great  rides.  My  editor  agreed, 
when  we  got  it  back  to  the  starting  point.  But,  then,  he 
agrees  with  most  of  what  I  say  about  cars.  I  agree  with 
him  about  syntax. 

I  told  the  mechanics  that  the  truck  felt  real  good, 
especially  the  engine,  but  that  I  thought  we  might  want 
to  work  on  getting  a  little  more  RPM  out  of  the  transmis- 
sion in  the  upper  end.  I  was  running  6400  or  so.  I  thought 
6700  would  be  better. 

They  said  they'd  work  on  it.  We  still  had  two  months 
until  the  race,  and  there  was  a  lot  of  testing  to  do.  My| 
editor  drove  the  stock  Ranger  on  the  way  out.  I  Ic  pushed 
it  pretty  hard,  too.  That  seems  to  happen  to  people  when 
they  get  a  truck  that  really  performs  in  an  off-road  situa- 
tion where  they  can  open  it  up.  The  driving  is  a  lot  of  fun 
and  some  of  them,  like  my  editor,  just  can't  help  them 
selves.  After  a  while,  they  start  thinking  they're  Parnelli 
Jones,  600  miles  down  the  Baja  and  still  hauling.  33 
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Never     miss     another     0. 


You  can't  capture  a  moment  or  a  memory 


if  your  camera  is  at  home  in  a  drawer. 


fj  That's  what's  so  great  about  the  ultra- 


H 


• 


compact  Olympus  Infinity 


Stylus  —  it's  a 


camera  that  begs  to  be  taken 


everywhere. 


Barely  wider  than  a  roll  of  35mm  film, 


the  Stylus  is  one  smart  camera.  It  knows 


how  to  focus,  load,  rewind,  read  film 


speed,  all  automatically.  Oh,  and  one 


more  thing  about  the  Olympus  Stylus— it's 
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almost  as  beautiful  as  the  pictures  it  takes. 
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OLYMPUS 

y  1992  Olympus  Corp  For  literature  or  dealer  information' in  USA  call  800-221-3060 or  write' 
Olympus  Corporation.  Dept  072.  Woodbury.  NY  11797.  In  Canada:  Carsen  Group.  Inc.,  Toronto. 
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You 

Ought  To 

Be  In 

Pictures 


Peter  C.  Jones  on  prints  that 
won't  turn  you  into  a  pauper 

It    doesn't    take    a    soothsayer 

to  discover  a  unique  print  of  Richard  Avedon's  "Dovima 
And  The  Elephants,"  1955,  on  the  cover  of  a  recent 
Sotheby's  catalogue,  but  with  a  hammer  price  of 
$18,000,  it  may  take  a  very  good  friend  at  Chase  Man- 
hattan to  buy  it.  Ever  since  the  Getty 
Museum  purchase  of  16,600  pho- 
tographs for  over  $20  million  in  1984, 
and  subsequent  purchases  of  as  many 
as  1,000  prints  a  year,  every  photo- 
graph has  had  a  potential  buyer,  and 
auction  prices  at  or  near  $100,000  are 
not  unusual.  Is  there  anything  left  that  is  both  good  and 
affordable?  The  answer  is,  plenty. 

Despite  widely  reported  record  prices,  the  low  end  is 
clearly  the  most  active  part  of  the  market.  Of  the  585 
lots  offered  in  Sotheby's  1992  spring  sale,  396  sold,  24 
sold  for  $10,000  or  more,  and  331  brought  $5,000  each  or 
less.  The  low  end  includes  wonderful  contemporary 
photographs  and  fine  vintage  prints  (that  is,  prints  that 
were  made  contemporaneously  with  the  negative)  by 
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BERENICE    ABBOTT 

"[The  late]  Berenice  Abbott's  metropolitan  images  ii 
unsurpassed,  and  there  is  enough  material  for  collect 

to  seek  out  her  work  in  depth,  "  says  New  York  <le<ile. 
Edwynn  Honk.  .1  superb  vintage  print  of  the  /•  'hi  tin 
Building,  1938,  (seen  left)  brought  $13,000  at 
Sotheby's  October  1991  sale,  but  first-rate  vintage 
prints  are  often  available  for  under  $F>,000.  Large 
modem  prints  of  the  most  famous  pit  fines  bring 
$2,500  at  auction  and  are  also  available  through 
Commerce  Graphics  Ltd.  in  East  Rutherford,  XJ 
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FASHION:    RICHARD    AVEDON'S    PHOTOGRAPH    OF    DOVIMA 


"It's  a  fact  of  life, "  a  father  once  advised  his 
son,  "that  no  matter  how  full  the  closet, 
women  need  new  clothes. "  Star  photography 
is  the  grease  that  keeps  the  fashion  wheels 
spinning,  and  the  accompanying  hype  might 
cause  one  to  believe  that  these  pictures  are 
important.  However,  the  work  is,  well,  fash- 
ion, and  last  year  s  star  photographer  is  often 
this  year  s  flashbulb  in  the  pan. 

The  origins  of  today' s  hot  pictures  can 


invariably  be  traced  back  to  the  best  photog- 
raphers: Richard  Avedon,  Irving  Penn  and 
Horst  P.  Horst,  whose  impressive  lifework 
represents  substantial  value.  Regrettably,  few 
of  their  vintage  prints  survive,  and  collectors 
must  be  content  with  exquisitely  produced  late 
prints,  but  at  marked-down  prices. 

The  inflated  egos  of  today 's  fashion  pho- 
tographers have  led  to  inflated  gallery  prices, 
but  their  photographs  can  usually  be  pur- 


chased at  auction  for  a  fraction  of  the  retail 
price.  If  fashion  is  your  passion,  stick  with  the 
top  labels,  but  buy  them  at  Loehmann  's. 

In  a  bid  for  artistic  immortality,  Richard 
Avedon  plans  to  reach  beyond  his  fashion 
career  by  including  portraits  and  photojour- 
nalism, significant  amounts  of  which  have 
never  been  seen,  in  his  150-print  retrospective 
at  New  York's  Whitney  Museum  in  March 
1994.  His  reputation  hangs  in  the  balance. 


photographers  whose  work  has  just  begun  to  appreciate. 

A  potential  pitfall  lies  in  the  thousands  of  non-vintage 
prints  of  popular  pictures  that  flooded  the  market  in  the 
late  1970s,  but  which  have  recently  been  rising  in  value. 
Longtime  collectors  will  remember  that  during  the  1981 
recession,  prices  for  Ansel  Adams's  bellwether  photo- 
graph "Moonrise  Hernandez"  (2,000  prints  are  believed 
to  exist)  plummeted  at  auction  from  a  high  of  $16,000  to 
a  low  of  $4,000;  late  Harry  Callahan  prints  were  said  to 
have  been  offered  by  failing  galleries  in  settlement  of 
plumbing  and  electrical  bills;  and  modern  Andre  Kertesz 
prints  were  treated  like  Eurodollars. 

Collectors  of  contemporary  photographers,  the  artistic 
equivalent  of  over-the-counter  stocks,  take  the  biggest 
risks,  but  often  have  the  most  fun.  The  last  decade  saw 
the  rise  of  Soho's  one-trick  ponies,  one-idea  artists  who 
did  not  know  what  to  do  for  an  encore.  Today,  the  mar- 
ket for  many  of  these  '80s  artists  is  moribund,  but  the 
work  of  the  best  photographers,  which  transcends  '80s 
hype,  is  enjoying  an  active  market. 

Great  pictures  are  made  in  every  era.  To  those  who 
can  separate  real  pictures  from  art  world  razzle-dazzle  go 
the  rewards  of  an  enduring  collection. 

Peter  C.  Jones  is  the  author  of  The  Changing  Face  Of 
America  (Simon  &  Schuster  1992)  and  has  organized  numer- 
ous exhibitions  throughout  the  United  States  and  Europe.  A 
professional  photographer  himself,  he  lives  in  New  York. 


USE    BING 

The  greatest  area  of  price  appreciation  in  photog- 
raphy has  been  European  work  from  the  '20s  and 
'30s,  with  Man  Ray  Rayographs  routinely  bring- 
ing more  than  $100,000  at  auction. 

Earlier  this  year  New  York's  Houk  Friedman 
Gallery  presented  the  modernist  work  of  Use  Bing. 
(Seen  here:  "Cancan  Dancer,  Moulin  Rouge, 
Paris, "  1931.)  Bing  has  been  largely  overlooked, 
but  Edwynn  Houk's  curatorship  sets  the  record 
straight.  While  prints  were  sold  for  as  much  as 
$15,000,  a  fine  selection  of  vintage  work  from 
both  Paris  and  New  York  is  available  from 
$4,500  and  $6,500. 


LYNN    DAVIS 

To  photograph  the  Pyramids,  Lynn  Davis 
waited  on  horseback  for  the  shifting  light, 
then,  like  a  polo  player  looking  for  a  sweet 
shot,  galloped  across  the  Egyptian  desert  to 
capture  the  colossal  structures  with  her  old 
Rollei  twin  lens.  (Seen  here:  "Giza  II, 
Dynasty  IV, "  1989.)  The  results,  exhibited 
at  New  York's  Hirschl  &  Adler Modern  in 
September  1991,  are  the  first  important 
pictures  of  the  Pyramids  since  Franas 
Frith 's  monumental  photographs  made 
more  than  130  years  ago. 

After  her  long  association  with  Robert 
Mapplethorpe  (her  portrait  is  one  of  his 
best),  Davis  went  to  Greenland  and  began 
shooting  landscapes  and  icebergs  influx. 
Photographs  of  gorges,  waterfalls  and  gey- 
sers— the  elements  of  earth  and  water— fol- 
lowed and  were  exhibited  at  Hirschl  & 
Adler  Modem  in  October. 

Selenium-toned  45"  by  45" prints  an 
$6,000-$  7, 000;  28"  by  28" prints  are 
$3,500;  and  28"  by  28"  prints  of  the  u  \ 
pictures,  in  either  color  or  black  tnid  w/utr. 
are  $4,000. 
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WILLIAM    WEGMAN 

"Dogs  can  V  help  carry  suitcases  or 
plant  seeds,  but  they  can  retrieve  and 
point, "  says  William  Wegman  about 
his  canine  pals,  whom  he  has  captured 
with  more  originality,  humor  or  bril- 
liance than  anyone  else.  "You  don '/ 
have  to  pay  college  tuition,  but  on  the 
other  hand,  they  won 't  take  care  of  you 
when  you  are  old. "  His  traveling 
exhibition,  organized  by  the  Kunstmu- 
seum  in  Lucerne,  cemented  his  fine  art 
reputation  during  this  years  run  at 
New  York's  Whitney  Museum. 

Wegman  works  in  many  media, 
but  is  best  known  for  his  large-format, 
unique  Polaroids,  such  as  "Photo 
Stand, "  1990.  Wegman  s  early  pic- 
tures of  his  weimaraner  Man  Ray 
bring  over  $10,000  at  auction,  but  his 
photographs  of  Man  Ray 's  successors, 
Fay  Ray  and  her  daughter  Battina 
are  available  through  Pace/MacGill 
Gallery  starting  at  $6,000.  At  his 
1990  exhibition,  collectors  had  to 
move  with  alacrity:  the  show  was  sold 
out  before  it  opened. 


WEEGEE 

During  the  1940s  Arthur  Fellig  worked  out 
of  a  customized  van,  listening  to  a  police  radio 
for  early  word  of  fires,  rub  outs  and  other  urban 
high  jinks.  He  would  race  to  the  scene,  arriving 
before  the  cops  so  often  that  they  said  he  used  a 
Ouija  Board.  (Hence  his  name:  "Weegee  The 
Famous. ")  The  prints  often  look  like  they  had 
been  trampled  on  the  floor  of  the  van  as  Weegee 
leapt  out.  In  a  reversal  of  aesthetic  conventions, 
many  collectors-prefer  their  Weegees  "distressed. " 

Since  the  mid-' 70s,  when  Weegee  prints  sold 
for  $70  at  auction,  prices  have  risen  steadily. 
(Seen  here:  "Summer,  Lower  East  Side, "  1937.) 
Today,  a  middle-level  Weegee  costs  about 
$2,000  at  New  York 's  Howard  Greenberg 
Gallery,  and  a  16"  by  20"  print  has  brought  a 
hammer  price  of  $8,500  at  auction.  Weegee  was 
extremely  prolific,  and  his  market  may  be  the 
most  active  of  any  photographer.  Asked  about 
the  state  of  his  current  inventory,  Greenberg 
replies,  "Never enough!" 
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"My  photographs  are  an  accurate  transla- 
tion of  my  experience, "  says  William  Clift, 
the  best  living  photographer  of  the  American 
landscape. 

A  transplanted  Bostonian  living  in 
Santa  Fe,  William  Clift  is  a  maverick 
among  artists.  His  photographs,  such  as  this 


SALLY    MANN 

"Good photographs  are  like  the 
eggs  in  the  ovary, "  says  Sally 
Mann;  "an  artist  is  allowed  only 
so  many. "  She  photographs  her 
three  children  (seen  here:  "Virginia 
At  Five, "  1990),  directing  them 
like  actors  on  her  private  stage, 
fervently  praying  for  a  baker  s 
dozen  new  images  during  the  blis- 
tering Lexington,  V a.,  summer. 

Her  exhibition  last  spring  at 
New  York's  Houk  Friedman 
Gallery  was  a  knockout.  Prices 
now  range  from  $1,200  to  $2,000 
for  8"  by  10" prints  and $3,500 
to  $5,500  for  20"  by  24" prints. 
Each  size  is  printed  in  an  edition 
of  25.  Her  retrospective  exhibition 
of  family  photographs  at 
Philadelphia's  Institute  of  Con- 
temporary Art  opened  last  month 
accompanied  by  her  latest  book, 
Immediate  FamWy,  just  out 
from  Aperture.® 
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WILLIAM    CLIFT 

"Factory  Butte, "  1975,  are  exquisite  objects 
with  enormous  depth  and  complexity  that 
reflect  a  rare  maturity  of  vision.  Collectors 
have  to  seek  this  somewhat  enigmatic  figure 
out.  But  few  have  regretted  the  journey. 

Prices  range  from  $1, 750  to  $5,000  per 
print.  The  first  major  William  Clift  New 


York  retrospective  exhibition,  organized  by 
Pari  Stave,  curator  of  the  new  Equitable 
Gallery,  opens  next  March.  A  new  book  of 
Hudson  River  photographs  taken  over  the 
last  six  years  will  be  published  next  spring. 
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Forget  Biotechnology. 
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Panasonic  Announces 


.-/■  - 


Real  Breakthrough  On 


A  Cellular  level. 
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While  some  researchers  struggle  to  under- 
stand the  cellular  basis  of  life,  the  engineers  at 
1  Panasonic  have  made  a  major  breakthrough 
regarding  the  cellular  basis  of  speech.  It's  the 
Panasonic  VIP.  or  Very  Intelligent  Phone. 

But  before  you're  dazzled  by  its  brain  power, 
you'll  be  awed  by  its  size  -  or  more  accurately, 
lack  of  it.  Because  the  V.I.R  is  the  cellular  flip  phone 
that  measures  a  mere  1 1/1 6"  thick,  and  weighs 
just  9.4  ounces  with  battery.  Yet  it  offers  55  min- 
utes of  talktime  and  1 1  hours  standby. 

What's  more,  the  V.I.P.  is  an  astounding  para- 
dox: though  small,  it  has  the  largest  LCD  screen  of 
any  cellular  phone  -  a  magnificently  legible  4-line 
display.  And  you'll  need  it  because  of  all  the  infor- 
mation the  V.I.P.  delivers.  Its  special  memory  fea- 
tures include  200  Alphanumeric  memories,  last 
number  memory,  memory  map,  word  list  and  much 
more.  In  short,  the  Panasonic  V.I.P.  is  far  more 


than  an  incredibly  thin  cellular  phone-it's  a  cellular    £f^^SM| 
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communications  tool.  It's  the  phone  that  everyone 
dreamed  of,  but  no  one  dreamed  possible. 


Panasonic  Communkatiom  &  SysJwns  Company 

For  your  nearest  dealer,  call  1  -800-441  -PANA. 
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Gone  With  The 


Short  boards,  tight 

sails,  and  "carving  a  jibe" 

are  one  mans  formula 

for  ecstasy. 


It  was  on  a  cold,  lonely  island  in  Maine  that  I  began 

TO   SEE   WHAT  WINDSURFING  AND   MAYBE   THE   DESTINY  OF   THE 


HUMAN   RACE   ARE   ALL   ABOUT. 


I  WAS  SITTING  ON  A  BEACH.  THE  SUN  HAD  COME  OUT,  AFTER  DAYS  OF 

RAIN.  So  HAD  THREE  YOUNG  WOMEN,  BASKING  AWAY  IN  BATHING  SUITS 

•  THAT  APPEARED  TO  HAVE  BEEN  CHOSEN  WITH  A  SELF-CONSCIOUSNESS 


that  verged  on  the  metaphysical.  I  didn't  think  they 
were  looking  for  men.  There  were  so  few  eligible  ones 
on  the  island,  for  one  thing,  and  besides,  this  trio  had  the 
proprietary  smugness  of  women  who  have  decided  to 
spend  the  afternoon  in  the  World  Of  Wofhen. 

So  when  a  young  man  on  a  windsurfing  board  round- 
ed the  closest  point,  heading  their  way,  I  wondered  if  I 
might  not  witness  the  psychosexual  equivalent  of  what 
shopping  mall  cops  call  "a  situation." 

I  also  studied  the  windsurfing,  which  I'd  never  seen 
before.  It  looked  great.  The  windsurfer  lounged  back 
from  the  sail,  all  angles,  everything  cantilevered  off 
everything  else,  his  arms  extended,  his  body  draped  over 
the  water  in*  a  curve  that  reminded  me  of  urchins  hang- 
ing off  the  slides  of  buses  in  Naples.  I  couldn't  think  of  a 
better  way  to  approach  three  young  women  in  bathing 
suits.  He  was  blond  and  tan,  it  became  apparent.  He  was 
showing  off,  too — you  can't  look  modest  on  a  sailboard 
any  more  than  you  can  look  modest  on  a  unicycle. 

The  women  looked  at  him  and  looked  at  each  other — 
slow,  sharp  glances  of  modern  solidarity  and  sisterhood. 


Still  he  beat  on,  a  board  against  the  current,  borne  back 
ceaselessly  into  the  endocrinal  past... Narcissus  Meets 
the  Maenads... Captain  Blood  bearing  down  on  the  ad- 
hoc  nunnery  that  exists  wherever  two  or  three  are  gath- 
ered in  the  name  of  American  womanhood... 

He  coasted  into  the  beach.  He  hopped  off  the  board 
with  the  aplomb  of  a  male  who  had  brought  home  the 
bacon.  How  satisfied  he  looked.  (In  years  to  come  I'd 
discover  the  bizarre  illusion  that  windsurfing  inspires — 
that  you've  done  something  morally  worthwhile,  a  good 
day's  work.)  The  women  ignored  him,  though.  It  was  his 
smugness  against  theirs,  and  neither  side  was  giving. 

He  turned  the  board  around.  He  shook  the  sail,  he 
adjusted  the  centerboard.  At  last  he  got  re^dy  to  step  up 
and  sail  away  in  silence. 

I  was  getting  worried.  Had  something  changed  forev- 
er in  the  age  of  feminism  and  AIDS?  Then  I  noticed  the 
woman  in  the  middle.  Some  sort  of  hormone  seemed  to 
be  taking  hold. 

"Don't  you  have  to  be  awfully  strong  to  do  that?" 
she  asked. 


By     Henry     Allen 
Illustrations    by    Paul    Cox 
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Her  friends'  eyes  went  square  in  an  astonishment  of 
disgust. 

"Nooooo,"  said  the  young  man. 

"I  couldn't  do  it,"  she  said. 

"Sure  you  could,"  he  said.  "I'll  teach  you." 

"I  could  never,  ever  do  that,"  she  said  with  a  perki- 
ness  that  verged  on  the  cosmic. 

"It's  easy.  C'mon." 

Desperate  for  counsel,  she  looked  to  her  friends,  but 
they  had  turned  to  a  careful  study  of  the  horizon. 

In  moments,  he  had  her  on  the  board,  his  arms  around 
her  as  he  showed  her  how  to  lift  the  mast,  hold  the  boom 
of  this  mad  and  useless  toy,  this  nautical  vanity. 

Yes,  I  thought,  Faulkner  was  right.  The  human  race 
will  not  merely  endure,  it  will  prevail. 


On  Aruba,  the  wind  blows  so 
hard  you  think  something  ter- 
rible is  about  to  happen — a 
line  squall,  the  Death  Star 
coming  in  for  a  landing,  the 
end  of  the  world.  It  clatters  in 
the  palm  trees,  it  rushes  past 
your  ears  so  loud  the  rest  of 
the  world  seems  hushed.  It 
blows  15,  20,  25  knots,  month 
after  month.  There  is  so  much 
wind  that  nobody  lives  on  the 
windward  side  of  the  island, 
which  is  a  little  Dutch-super- 
vised outcropping  of  desert  15 
miles  off  the  coast  of 
Venezuela — cactus,  goats, 
casinos  for  the  luxury-hotel 
and  cruise  ship  types,  and 
natives  driving  old  American 
cars  that  can  still  get  rubber  in 
second,  and  do. 

And  windsurfers,  with  the 
preternatural        calm        of 

adrenaline  freaks,  the  sort  of  we-lucky-few  entitlement 
you  see  in  fighter  pilots  and  the  discoverers  of  psy- 
chotropic drugs.  They  come  from  around  the  world  for 
this  wind,  which  sends  the  whitecaps  packing  across  a 
Caribbean  so  pale  a  green  that  it's  more  a  quality  of 
transparency  than  a  color. 

This  may  be  the  best  flat-water  sailing  in  the  world — 
there  are  jumpable  waves  on  the  windward  side  of  the 
island,  but  it's  the  flat  water  on  the  leeward  side  that 
brings  in  the  pros  for  the  racing,  and  board  and  sail  com- 
panies for  their  advertising  shoots.  If  you  do  enough 
windsurfing,  you  are  apt  to  end  up  here,  the  way  you  are 
apt  to  end  up  in  Maui  and  the  section  of  river  called  The 
Gorge  in  Hood  River,  Oregon. 

This  is  how  they  treat  you  when  you  arrive  at  Sail- 
board  Vacations'  Windsurf  Village — as  if  it  were  only  a 


matter  of  time  before  you  showed  up,  though  frankly 
they  expected  you  a  little  earlier.  If  you  are  a  weekend 
sailor  of  big,  forgiving  boards  in  light,  forgiving  winds, 
you  feel  wonderfully  flattered. 

Windsurf  Village  is  a  vaguely  bohemian,  isolated, 
post-colonial  collection  of  one-story  tropical  houses  and 
equipment  sheds  on  the  north  end  of  the  island.  It 
caters  only  to  windsurfers,  and  lets  the  luxury  hotels  a 
mile  down  the  beach  handle  the  para-sailing  and  pina 
colada  custom/along  with  the  Venezuelan  princesses  in 
the  $150  Moschino  thongs  known  to  Aruba's  windsurf- 
ing pros  as  "butt  floss."  Windsurf  Village  is  above  all 
that  somehow.  It  does  not  lack  beautiful  women  hang- 
ing around — there  was  one  during  my  stay  who  looked 
like  the  sullen,  slightly  overweight  teenage  cousin  of 

Ingrid  Bergman,  and  I  never 
saw  her  say  a  word  to  anyone. 
And  there  was  a  Yugoslavian 
with  a  huge,  mysterious  tri- 
umphal grin.  But  they  didn't 
wear  thongs.  Windsurf  Vil- 
lage transcends  all  that — an 
atmosphere  of  offhanded, 
barefoot  elitism. 

"We'll  put  you  on  the 
Bamba,"  said  John  Doyle,  the 
head  instructor.  The  Bamba 
is  a  12-foot  board  dismayingly 
like  the  board  I'd  been  sailing 
at  home.  I  was  only  an  hour 
off  the  plane,  but  lately  I'd 
been  thinking  I  was  ready  for 
a  move  to  something  smaller 
and  livelier. 

He  asked   me  what  my 
standard  sail  was. 
"A  6.4  Gaastra." 
"Check  out  a  6.0." 
I  worried  that  John  already 
had    my    number:    an    ex- 
Marine  with  a  big  ego  and  a 
tendency  to  view  my  relationship  with  nature  as  a  grudge 
match;  a  slow  learner  with  a  low  tolerance  for  frustration. 
"Make  it  a  5.5,"  he  said. 

He  explained  about  the  off-shore  wind,  and  how  it 
can  blow  you  over  the  horizon  if  you're  too  egotistical, 
stupid  or  frustrated  to  wave  for  help.  He  seemed  to  sense 
my  weakness  for  irony.  As  we  walked  across  a  two-lane 
road  to  the  beach,  he  administered  a  coup  de  grace: 
"Always  look  both  ways  before  you  cross,"  he  said. 
I  waded  out  to  my  board  with  my  5.5  sail. 
It  was  getting  late  and  up  and  down  the  beach,  at  the 
various  windsurfing  places,  the  pros  were  coming  out  to 
sail  after  a  day  of  teaching.  I  watched. 

They  flew  along  with  the  cool,  desperate  panache  of 
James  Dean  riding  on  top  of  the  train  in  East  of  Eden, 
They  carved  into  their  jibes — the  carved  jibe  being  one 
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of  the  fine  moments  of  sport,  like  a  good  double  play  or  a 
well-jumped  fence — tilting  their  boards  through  down- 
wind turns,  leaning  forward  motionless  and  perfect  as 
hood  ornaments,  and  then  with  a  gesture  as  delicate  and 
casual  as  a  French  waiter  doing  one  of  those  fork-and- 
spoon  moves  with  the  veal,  they  tossed  sails  around  bows 
and  planed  away. 

Step  jibes,  duck  jibes,  all  of  them  part  of  the  species 
called  the  carved  jibe,  in  which  the  board  reverses  direc- 
tion without  ever  coming  off  a  plane.  Once  in  a  while  I 
spotted  a  laydown  jibe  in  which  the  sailor  swept  the  sail 
across  the  water  like  a  bullfighter  spreading  his  cape  or  a 
blackjack  dealer  fanning  out  a  six-deck  shoe.  I  had  heard 
of  these  things,  and  wondered  just  what  was  the  point.  I 
saw  now  that  the  point  was  conspicuous  freedom  and 
gratuitous  beauty,  executed 
with  an  immodest  pointless- 
ness  that  verged  on  the  gor- 
geous. What  fence  can  Tom 
Sawyer  walk  for  Becky 
Thatcher  anymore?  Where  is 
the  Gary  Grantian  grace  that 
has  not  been  expunged  by  the 
puritanism  of  consensus?  It  is 
in  windsurfing. 

Now,  with  my  smallish  sail 
hooked  to  my  largish  board,  it 
was  my  turn.  I  noticed  myself 
thinking:  this  is  more  wind 
than  you're  used  to.  Don't  you 
have  to  be  awfully  strong .  .  . 

I  stepped  up  on  the  board  in 
a  beach  start,  rounded  up  and 
got  slam-dunked,  and  ended 
with  the  sail  over  my  head.  I 
tried  it  again.  Fell  again.  I 
decided  to  pull  the  sail  up  with 
the  uphaul  rope  instead,  a  step 
back  on  the  learning  curve.  I 
stutter-stepped  around  the 
board  like  a  man  with  a  back 

problem  trying  to  put  out  a  grease  fire.  I  stalled  the  sail.  I 
hoped  John  wasn't  looking. 

All  around  me,  sails  flashed  past,  the  windsurfers  lean- 
ing back  in  their  urchin  slouch.  In  the  words  of  the  half- 
mad  Scotsman  who  taught  me  to  sail,  "In  sailing  you 
must  drink  deep  from  the  cup  of  humiliation." 

In  a  moment,  the  cup's  rim  was  touching  my  nose  as 
the  last  drops  rolled  out.  I  hooked  into  my  harness  line, 
in  hopes  of  cranking  up  a  respectable  plane.  I  caught  a 
lull.  I  straightened  my  knees.  Then  a  puff  hurled  me 
over  the  sail  in  a  trajectory  that  resembled  a  plague-rid- 
den corpse  being  catapulted  into  a  medieval  castle — 
this  maneuver  is  known,  in  fact,  as  a  catapult,  and  I 
would  go  on  to  break  two  masts  in  two  days  doing  it — a 
Windsurf  Village  record. 

At  last  I  found  myself  standing  in  waist-deep  water  on 


a  sandbar,  a  long  way  down  the  shoreline  from  Windsurf 
Village.  I  would  have  to  sail  back.  I  climbed  on  the 
board.  The  hell  with  it.  Just  get  back,  and  find  a  good 
restaurant.  I  uphauled.  I  leaned  back.  The  board  lifted 
up  on  a  plane.  I  hooked  in.  I  stepped  back  toward  the 
straps.  The  board  accelerated  to  big,  crazy  speed,  tail- 
walking  like  a  hungry  porpoise  at  Marineland.  I  hung  on. 
I  hoped  John  was  looking.  In  a  matter  of  seconds  I  could 
remember  why  windsurfers  keep  saying  that  it's  better 
than  sex,  why  they  call  it  an  addiction. 

"Drugs  are  addicting,  sex  is  addicting,  but  windsurf- 
ing is  the  most  addicting,"  said  a  44-year-old  psychiatrist 
named  Wayne  Phillips,  from  Boulder,  Colo.  It  was  days 
later,  and  I  was  sitting  on  the  breakfast  patio  with 
Wayne,  watching  the  whitecaps  gather  on  the  water,  lis- 
tening to  the  palms  rattle, 
feeling  the  odd,  small  fear 
that  precedes  a  day  on  the 
water  when  the  wind  is  real- 
ly cranking. 

He  said:  "I  happen  to 
prefer  being  scared  to  being 
bored.  We're  designed  to 
handle  extreme  stress,  we're 
a  warlike  species,  our  whole 
limbic  system  is  set  up  for 
this.  I  bet  you  have  a  lot  of 
people  with  mood  disorders 
who  need  to  get  out  of  them, 
and  windsurfing  does  it.  It 
feels  like  you're  doing  some- 
thing terribly  important  but 
I've  never  figured  out  why.  I 
mean,  this  is  really  crazy, 
I'm  ending  up  with  a  lot  of 
pain  here." 
"Yes,"  I  said. 

He     held     up     hands 
wrapped  with  adhesive  tape 
to  cover  blisters  and  sores.  I 
lifted  my  feet  to  show  a  cou- 
ple of  yards  of  tape. 

"You  have  this  sense  of  mastering  the  unmasterable.  I 
remember  the  first  time  I  planed — I  was  at  the  Boulder 
reservoir  on  a  12-foot  board  when  I  first  started.  The 
wind  started  coming  up.  I  didn't  know  what  to  do.  I'd 
heard  you  were  supposed  to  step  back  and  lean,  so  I  did, 
and  suddenly  it  was  like  I'd  entered  another  world,  the 
lake  had  turned  to  glass." 

I  have  a  story  like  this  too,  about  a  squall  hitting  my 
beginner  board  in  North  Carolina.  Everybody  has  one. 
You  remember  these  things:  first  plane,  first  harness  ride, 
first  waterstart,  first  shortboard  ride,  first  shortboard  jibe 
.  .  .  another  world.  No  doubt  the  long-muscled  Hawaiian 
youths  you  see  on  television  sports  shows  remember 
their  first  loops,  the  board  and  its  15-foot  mast  doing  first 
barrel  rolls,  Immelmann  turns  and  forward  and  backward 
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flips.  And  the  crazed  Frenchmen  who  do  the  long-dis-  Diary  entry: 

tance  crossings  remember  their  first  seas  and  their  first  "Changed  down  to  the  Rumba,  a  10-foot  board,  and 

friends  to  disappear  forever.  Windsurfing  is  a  sort  of     my  life  became  hell  again.  I  got  stuck  by  the  video  tower, 


ongoing  rite  of  passage.  You  do  it  for  its  own  sake.  It 
doesn't  have  any  other  sake. 

It  doesn't  come  with  anything  closer  to  an  apres-ski 
scene  than  standing  around  the  back  of  somebody's  van, 
drinking  beer.  There  are  no  blaz- 
ers or  clubs  with  the  word 
"Corinthian"  in  their  name,  no 
greens  committees  or  tennis 
whites.  Like  a  lot  of  sports  associ- 
ated with  the  upper  classes — trout 
fishing,  riding,  fending  off  trades- 
men's bills — it  takes  years  to  learn, 
but  there's  no  social  cachet  when 
you  get  there.  No  matter.  The 
windsurfers  who  come  to  Windsurf 
Village  may  be  surgeons,  develop- 
ers, economists  and  entrepreneurs, 
big  egos  with  big  money,  some  of 

them,  but  they  savor  the  slightly  declasse  aspects  of 
windsurfing.  They  may  have  van-loads  of  equipment 
back  home,  thousands  of  dollars  spent  on  a  couple  of 
good  boards,  a  quiver  of  sails,  a  few  masts  ...  all  of  it  pro- 
ducing no  more  prestige  than  a  reputation  for  a  kind  of 
vagabond  ballsiness. 

Don  'tyou  have  to  be  awfully  strong .  .  . 


You  notice  you 
can  think  about 

windsurfing 
during  sex,  but... 


I  got  stuck  by  Fishermen's  huts,  I  couldn't  uphaul,  I 

couldn't  beach  start. 

"After  lunch,  a  lesson  with  John.  I  stretched  out  my 

arms,  I  committed  to  the  harness,  all  the  way  back.  The 
board  felt  good  and  right. 

"John  sailed  behind  me:  'For- 
ward! Forward!  Sheet  in!  Arms 
straight!  Hook!  Hook!'  The  board 
danced,  the  board  flew.  This  is  the 
thrill  of  hooking  a  freight,  the 
amazement  of  hitchhiking  when 
you  get  a  good  ride.  I  felt  like  the 
world  was  mine,  the  way  you  feel 
that  New  York  is  yours  when  you 
raise  your  hand  and  a  taxi  is  there, 
just  like  that." 

The  learning  curve  is  steep, 
but  the  view  from  every  rest  stop 

is  terrific.  The  problem  is  the  backsliding. 

Waterstarting,  for  instance.  Instead  of  climbing  on  the 

board  and  hauling  the  sail  up  with  the  uphaul  rope,  you 

tread  water  next  to  it,  lift  the  mast  into  the  wind,  put  a 

foot  up  on  the  board,  throw  the  sail  forward  and  then  sail 

yourself  up  onto  the  board. 

You  have  to  learn  this  if  you  want  to  sail  short  boards 
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in  high  winds,  and  you're  in  water  too  deep  to  step  up  on 
the  board  in  a  beach  start,  and  uphauling  is  difficult. 
Uphauling  gets  difficult  when  the  board  gets  short,  ulti- 
mately so  short  that  it  sinks  if  you  stand  on  it  without 
sailing.  And  in  good  shortboard  winds,  an  uphauled  sail 
can  cavort  like  a  captured  zoo  animal  before  the  era  of 
tranquilizer  guns. 

When  you're  ready  to  learn  the 
waterstart,  a  good  teacher  can  have 
you  doing  it  in  one  day.  (One 
Japanese  visitor  to  Windsurf  Village 
got  his  lessons  out  of  order  and 
learned  to  waterstart  before  he 
could  really  sail,  thereby  becoming 
a  favorite  of  wipe-out  aficionados.) 

Ah,  but  the  next  day,  I  found,  it 
was  not  so  easy.  Or  the  day  after 
that,  or  after  that,  until  it  became 
my  shameful  secret. 

"Tomorrow,  we'll  go  out  beyond 
the  reef  and  work  on  getting  you 

back  in  the  straps,  fully  powered  up,"  John  said  one  day 
on  the  sandbar. 

"Beyond  the  reef?"  I  asked.  "I  still  can't  waterstart.  I 
tried  it  50  times  this  morning  and  you  know  how  many  I 
got?  Two.  I  feel  like  a  12-year-old  who  still  wets  his  bed. 
And  I  am  fed  up  with  practicing  water  starts.  I  hate  it." 

"Let's  practice  water  starts." 


. .  .you  rarely 

think  about  sex 

during 

windsurfing. 


"No." 

"Over  there,  where  the  water  is  over  your  head." 
I  tried  one. 

"Let  me  show  you  what  you're  doing  wrong,"  he  said. 
He  did  a  waterstart.  It  looked  perfect  to  me,  except  that 
he  ended  up  like  I  did,  being  dragged  along  like  a  Viet 
Cong  body  behind  an  armored  personnel  carrier. 

"You're  pulling  down  with 
your  front  arm,"  he  said.  "You're 
trying  to  pull  yourself  up  on  the 
board." 

Of  course.  Don't  you  have  to  be 
awfully  strong  to  do  that?  No.  The 
trick  is  to  get  up  by  not  pulling 
yourself  up.  Where  are  the  Zen 
Buddhists  when  you  really  need 
them? 

I  positioned  the  sail,  got  a  foot 

up  on  the  board  and  then  tossed 

my  front  arm  forward  with  all  the 

languor  of  a  woman  throwing  rice 

at  a  bride  she  doesn't  like  very  much. 

And  I  rose  like  a  god  from  the  sea  and  sailed  away 
frantic  with  self-congratulation.  I  even  did  it  again. 

"Windsurfing  is  simple,"  said  John  the  Ironic.  "But 
it's  not  easy." 

The  days  went  along  as  they  do  in  the  tropics,  impos- 
siblv  fast  and  slow  at  the  same  time. 
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Evenings,  we'd  eat  wahoo  and  plantains  and  Jamaican 
jerk  ribs  in  restaurants  where  the  windsurfing  bums  eat, 
drinking  Dutch  beer  and  the  best  white  wine-by-the- 
glass  I  have  ever  drunk. 

We  talked  about  windsurfing,  and  how  you  know 
when  you're  addicted:  you  watch  some  horrible  Yugosla- 
vian massacre  on  the  TV  news  but  all  you  see  is  the  trees 
blowing  in  the  background,  12-14  knots,  rig  the  6.2;  you 
notice  you  can  think  about  windsurfing  during  sex,  but 
you  rarely  think  about  sex  during  windsurfing. 

We  talked  with  the  happy  stupidity  that  windsurfing 
induces,  a  mental  state  that  can  have  MBA  stockbrokers 
talking  in  noises  like  teenagers:  "So  I'm  carving  around 
kkkyyyyyeeewwwww,  and  I  hit  the  chop  bap  bap  bap  . . ." 


level — is  a  variable  of  everything  else,  with  no  definable 
integrity  as  a  system  until  it's  up  and  sailing.  A  quarter- 
horse  or  a  sailboat  has  its  own  integrity,  with  or  without 
somebody  on  it.  Mess  with  just  one  variable  in  a  wind- 
surfing system  and  the  whole  thing  collapses  into  the 
water  with  the  integrity  of  a  shotgunned  pelican. 

Diary  entry: 

"Shlogging  along.  Andy  Mack  (a  56-year-old  New 
Hampshire  apple  farmer  turned  windsurfing  pro)  raised 
my  boom,  moved  my  harness  lines  back,  took  my  board 
out  for  a  test  run,  left  me  with  his  Electric  Rock,  8  feet 
8  inches,  with  his  own  6.0  monofilm  sail.  I  didn't  want 
to  catapult  and  put  my  head  through  his  sail  but  I 
couldn't  resist.  Waterstarted.  Lovely  nimble  speed  on 


A  study  from  a  German  company  named  Gun  Sails      this  little  thing,  felt  like  Fred  Astaire  tap  dancing  out 


says  that  there  are  over  four 
million  boardsailors  in  both 
France  and  Germany,  but 
only  1.7  million  in  America. 
Why?  Windsurfing  confers 
freedom.  No  lift  tickets,  no 
yacht  club  membership  nec- 
essary. Ah,  but  freedom  is 
what  Europeans  want  more 
of,  and  Americans  seem  to  be 
tired  of.  On  the  other  hand,  it 
confers  speed,  and  Americans 
can't  get  enough  of  that. 
Windsurfers  are  the  fastest 
wind-powered  thing  on 
water — they're  going  over  50 
miles  an  hour  now. 

I  tried  to  explain  my  theo- 
ry that  the  lure  and  the 
dread  of  windsurfing  lie  in 
the  variables. 

There  are  a  lot  of  variables 
that  only  exist  when  they're 
put  together  in  a  system,  in 
the  manner  of  a  computer  or  a 
rain  forest. 


through  the  chorus. 

'Hey,  what  were  you  sail- 
ing down  there  in  Aruba?' 

'Eight-and-a-half- foot 
board.'  " 

Still,  I  had  not  carved  a 
jibe.  There  was  no  chance,  in 
fact,  that  the  carved  jibe 
would  be  mine  in  anything 
like  the  near  future,  or  even 
the  middle-distance  future.  It 
can  take  a  decade. 

Nevertheless,  my  last 
morning  at  Windsurf  Village, 
the  wind  was  cranking.  I 
went  out  on  a  nine-foot  board 
with  a  5.0  sail.  A  lot  of  wind, 
the  biggest  of  my  stay,  ham- 
mering me  bad  for  a  few  min- 
utes until  it  came  together, 
simple  if  not  easy. ..lounging 
out  over  the  water,  front  foot 
in  the  strap,  the  board  accel- 
erating like  a  big  motorcycle, 
that  feeling  of  everything 
flattening  out,  loosening, 


Consider  the  fact  that  you're  learning  to  sail  a  boat  escaping... What  the  hell.  I  pressed  down  the  leeward 

where  not  just  the  sail  and  boom  but  also  the  mast  rail,  leaned  forward,  felt  the  board  carve  around  fast 

moves,  rotating  on  a  universal  joint — it  was  this  universal  enough  that  it  had  centrifugal  force...  I  think  I  also 

joint  that  was  the  inspiration  of  windsurfing's  inventors  sensed  that  moment  when  you're  supposed  to  toss  the 

in  the  early»1960s  in  California.  The  universal  made  it  sail  around  and  plane  off  again,  the  moment  when 

possible  to' steer  by  moving  the  sail  back  and  forth,  everything  is  perfect  and  easy  as  the  French  waiter  serv- 

instead  of  using  a  rudder — direction  became  a  variable  of  ing  the  veal . . . 
sail  position,  in  other  words.  I  fell,  of  course.  But  I  remember  that  feeling.  I  think 

Then  consider  the  paradox  that  velocity  and  position  about  it  often.  Except,  of  course,  during  sex.  I'll  work  on 

are  variables  of  each  other  in  windsurfing.  it,  on  the  short  board  I  bought  as  soon  as  I  got  back  from 

You  see  this  as  you  move  from  12-foot  boards  down  Aruba.  I  will  not  merely  endure,  I  will  prevail.  When  I 

toward  the  eight-foot  boards  of  the  wave  jumpers  and  do,  maybe  I'll  confess  you  don't  really  have  to  be  awfully 

the  slalom  racers,  the  ones  that  sink  unless  they're  mov-  strong  to  do  it.  But  maybe  I  won't.® 

ing  fast  enough  to  plane.  Velocity  equals  position  here,  — '■ 

V=P.  Simple,  but  not  easy.  Everything  in  windsurfing —  Henry  Allen  writes  about  American  culture  for  The 

velocity,  position,  board,  sail,  skeg,  wind,  water,  skill  Washington  Post. 
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en  million  skiers  can't  be  wrong. 
That's  the  record  number  of  people 
who  skied  Colorado  last  winter.  Ski 
season  after  ski  season,  roughly  one 
out  of  every  five  lift  tickets  sold  in 
America  is  for  Colorado's  two  dozen  or 
so  skiing  venues,  which  are  inundated 
with  hundreds  of  inches  of  Rocky 
Mountain  powder  every  winter.  The 
top  resort  hotels  are  geared  for  com- 
bining business  and  pleasure.  Many 
offer  city-style  services,  multi-line 
phones,  fax  and  computer  capability, 
business  services,  meeting  facilities 
and  even  cellular  phones  for 
guests  to  take  to 
the  slopes.  The 
pleasures  include 
both  fine  and  informal 
dining  options,  usually  a 
swimming  pool,  often  a  health  club 
and  sometimes  even  a  ski  concierge'. 


Ski  The  Summit 


With  All  This  Snow,  You'd  Think  It  Would  Be  Cold  In  Colorado. 
Actually,  It's  Quite  The  Opposite. 


There's  warmth  m  your  muscles 


from  turning  our  Rocky  Mountains 


into  molehills. 


Warmth  from 


a  day  of  the  sun  in  your  face.  Warnuh 
from  being  with  friends  and  family 
enjoying  themselves  and  each  other. 
That's  the  warmth  you'll  feel 
skiing  Colorado.  And  it's  the  best  feeling 
there  is.  So  this  winter,  plan  on  spending 
some  time  away  from  the  cold.  For  our 
free  Winter  Vacation  Kit,  write  Vacation 
Kit,  Box  38700,  Dept.  683,  Denver, 
CO  80238.  Or  call  I- 800 -265 -67 23 
extension  683. 


Colorado 

For  A  Free  Vacation  Kit ,  Call 
1-800 -COLORADO 
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ASPEN 


For  many  skiers,  Aspen  is  the  first  among 
equals.  It  couples  some  of  the  best  skiing  on 
earth  with  a  sparkling  resort  scene.  Once 
known  as  the  "Crystal  City  of  the  Rockies," 
where  $250  million  worth  of  silver  was 
mined,  Aspen's  richness  now  is  measured  in 
the  white  gold  that  blankets  its  ski  areas. 
Aspen  Mountain,  looming  like  a  snow-cov- 
ered wall  just  south  of  downtown,  is  the  old- 
est and  most  famous  peak.  The  Silver  Queen 
gondola  climbs  more  than  3,000  vertical  feet 
to  its  summit,  crowned  with  a  diadem  of 
moderately  steep  to  truly  steep  trails.  Some  of 
the  best — and  best-dressed — skiers  in  the 
land  would  ski  nowhere  else,  and  many  peo- 
ple believe  that  if  you  aren't  on  Aspen 
Mountain,  you  aren't  skiing  Aspen. 

The  Aspen  Skiing  Co.  operates  Aspen 


Aspen/Burnham  Arndt 


a  sprawling  complex  with  long,  sinuous 
slopes  that  invite  all  skiers  to  shift  into  over- 
drive and  ratchet  up  the  level  of  their  skiing  a 
bit.  Families  are  charmed  by  the  slope-side 
village  and  the  exceptional  children's  and 
teen  programs,  and  Snowmass  has  the  largest 
conference  center  at  a  Rocky  Mountain 
resort. 

Downtown  Aspen  is  built  on  a  firm       < 
foundation  of  19th-century  charm  overlaid 
with  near-21st-century  glamour.  Sensational 
shops,  world-class  dining  and  probably  the 
most  vibrant  night  life  between  Tokyo  and  St. 
Tropez  attract  international  business  leaders 
and  celebrities  of  all  stripes.  (The  airport 
between  Aspen  and  Snowmass  makes  it  easy 
to  get  there.) 

The  Hotel  Jerome  (800-331-7213),  a 
103-year-old  beauty,  remains  the  belle  of 
Main  Street.  Restored  beyond  their  original 
Victorian  luster,  the  hotel's 
opulent  public  spaces  and 
90  rooms  are  filled  with 
antiques,  fine  reproductions 
and  local  memorabilia.  The 
92-room  Little  Nell  Hotel 
(800-525-6200),  just  steps 
from  the  Silver  Queen  gon- 
dola, is  a  stylistic  con- 
trast— a  triumph  of 
understated  contemporary 
elegance  that  garnered 
AAA's  five  diamonds  and 
Mobil's  four  stars  just  two 
years  after  it  opened. 
Nearby,  the  long-awaited 
Ritz-Carlton  Aspen  (800- 
241-3333)  is  scheduled  to 
open  on  December  12.  This 
257-room  hotel  (including 
a  keyed-off  Ritz-Carlton 
Club  level)  is  this  excep- 
tional chain's  first  foray  into 
a  ski  resort,  and  the  aim  is 
to  do  it  right  with  a  combi- 
nation of  classic  restraint 
and  ski-town  vitality. 

VAIL 


Clockwise,  from  top  left:  Vail's  clock  tower  and 

covered  bridge;  Aspen's  Silver  Queen  Gondola, 

on  the  slopes  ot  Crested  Butte 

Mountain  and  also  two  other  local  ski  areas. 
Tiehack/Buttermilk,  on  the  outskirts  of  town, 
is  a  congenial  hill  of  relatively  modest  size 
and  mostly  gentle  pitch  that  has  a  reputation 
as  a  learn-to-ski  and  learn-to-ski-better 
haven.  Snowmass,  12  miles  from  Aspen,  is 
arguably  the  best  intermediate  and  advanced 
skiers'  cruising  mountain  in  the  country.  It  is 


The  Vail  Valley,  run- 
ning even  with  Aspen  for 
great  skiing  and  excellent 
facilities,  draws  more  high- 
level  executives  but  fewer 
celebrities.  Vail  Mountain, 
celebrating  its  30th  anniver- 
sary, is  America's  largest 
single-mountain  ski  area — 
and  one  of  the  best  as  well.  Its  4,000  acres  of 
ski  terrain  stretch  seven  east-west  miles,  and 
it  has  seven  high-speed  quad  chair  lifts,  more 
than  any  other  ski  facility  in  the  world.  Vail 
has  more  than  a  hundred  runs  cut  through 
the  forest,  plus  five  fabulous,  sparsely  treed 
bowls  that  are  unrivaled  in  the  U.S.  With  runs 
ranging  from  super-gentle  to  ultra-steep  and 


one  of  the  most  comprehensive  children's 
programs,  Vail  is  tops  for  skiers  of  all  ages 
and  ability  levels. 

The  original  Vail  Village,  just  100  miles  ' 
west  of  Denver,  remains  charmingly  Alpine, 
with  a  beguiling  pedestrian  core  and  small- 
town flavor,  but  has  grown  into  the  lively  hub 
of  what  is  now  known  as  the  Vail  Valley.  It 
stretches  some  25  miles  from  the  golf  course 
of  East  Vail  to  Edwards  (and  for  some  skiers, 
to  Eagle  County  Airport,  another  20  miles  to 
the  west). 

In  the  heart  of  the  village,  the  award- 
winning  178-room  Lodge  at  Vail  (800-331- 
5634)  is  medium  in  size  but  maximum  in 
comfort,  while  the  Sonnenalp  (800-654- 
8312)  is  an  authentic  European  charmer 
being  rebuilt  from  the  ground  up  over  two 
summers  (the  first  phase  is  complete)  into  a 
real  luxury  property.  The  Westin  Resort  in 
Cascade  Village  (800-228-3000)  is  a  fully 
equipped  322-room  conference  hotel  with  a 
four-place  chair  lift  at  the  door  leading 
direcdy  into  the  Lion's  Head  section  of  the 
mountain. 

Some  dozen  years  ago,  Vail  Associates 
broke  ground  for  Beaver  Creek,  a  second 
resort  10  miles  to  the  west.  First  came  a  hand- 
ful of  lifts,  a  lovely  mid-mountain  restaurant 
and  a  tennis  bubble  for  a  base  lodge.  Today, 
Beaver  Creek  has  grown  into  an  elegant  aerie 
ranking  as  the  most  exclusive  ski  resort  in 
Colorado — and  probably  in  the  country — 
with  an  extraordinary  level  of  lodgings  and  an 
impressive  vacation  homeowners'  roster.  It's 
also  the  only  major  American  ski  area  with  a 
St.  Moritz-style  private  luncheon  club  on  the 
slopes — Beano's  Cabin. 

The  Pines  (800-688-2411)  features  the 
level  of  service  associated  with  concierge 
floors,  plus  mountain  views  and  a  secluded 
ambience.  The  300-room  Hyatt  Regency 
Beaver  Creek  (800-233-1234)  is  a  ski-in, 
ski -out  hotel  furnished  with  impeccable 
country  elegance.  Its  recently  expanded 
health  and  fitness  complex  includes  ail 
indoor/outdoor  swimming  pool  and  six  out- 
door hot  tubs.  Families  enjoy  Camp  Hyatt,  a 
day  and  evening  program  for  young  children, 
and  the  new  Rock  Hvatt  program  for  teens. 
SaddleRidge  at  Beaver  Creek  (800-352- 
7557)  has  just  12  two-  and  three-bedroom 
"villas."  Built  as  a  spare-no-expense  corpo- 
rate retreat,  it  is  now  a  very  special  ski  lodge 
and  executive  meeting  center,  decorated  with 
Ralph  Lauren's  classic  fabrics  and  furnished 
with  priceless  antiques. 


I 


TELLURIDE 


Like  Aspen,  Telluride  is  a  former  mining 
town  revived  by  skiing.  Located  in  the  San 
Juan  Mountains  of  southwestern  Colorado  (a 
local  airport  pulls  it  into  the  modern  accessi- 
bility loop),  Telluride's  ski  lifts  start  where 
the  sidewalks  end,  rising  up  the  fabled  Front 
Face.  This  vertical  white  wall  gives  Telluride 
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its  reputation  as  a  super-challenging  ski  area, 
but  it  is  really  the  back  side  of  a  huge,  gentle 
bowl  with  more  lifts  and  far  tamer  ski  trails. 

A  handsome  new  development  called 
Telluride  Mountain  Village  nestles  in  the  cusp 
of  the  mountain.  The  centerpiece  is  the  Dora! 
Telluride  Resort  &  Spa  (800- 2 2 -DORAL), 
including  a  1 70-room  showcase  for 
Southwestern  art,  mountain  views  and  luxuri- 
ous living,  the  biggest  and  most  lavish  health 
and  beauty  spa  in  the  mountains,  and 
doorstep  skiing  and  golf. 

CRESTED  BUTTE 


While  discovery  by  celebrities  has  cata- 
pulted Telluride  into  the  mainstream,  Crested 
Butte  has  comparable  charm  and  equally 
outstanding  skiing.  There  are  nonstop  jets 
and  commuter  connections  to  nearby 
Gunnison  Airport,  just  half  an  hour  away. 
However,  Crested  Butte  retains  its  genuine, 
old-time  lack  of  pretension — as  if  the  nearest 
century  turn  were  from  the  19th  rather  than 
to  the  21st. 

Two  miles  up  the  road,  Crested  Butte 
Mountain  Village  butts  up  against  the  ski 
slopes.  Its  centerpiece,  the  Grande  Butte 
Hotel  (800-544-8448),  is  a  modern  hotel 
featuring  262  oversized  guest  rooms  with 
private  balconies,  an  array  of  amenities  and 
an  unsurpassed  location  just  15  yards  from 
the  lifts. 

Crested  Butte's  first  high-speed  quad 
chair  lift  provides  swift  access  to  a  bewitching 
ski  area.  The  ski  terrain  wraps  partly  around 
12,000-foot  Mt.  Crested  Butte,  the  resort's 
topographic  centerpiece  and  namesake  peak. 
The  skiing-ranges  from  gentle  beginner 
slopes  to  knee-knocking  headwalls,  chutes 
and  snow-packed  glades  that  have  earned 
Crested  Butte  a  reputation  as  one  of 
Colorado's  most  challenging  ski  areas. 

SKI  THE  SUMMIT 


The  Ski  The  Summit  lift  pass  is  valid  at 
four  fine  and  ultra-accessible  ski  areas,  and 
there's  a  choice  of  three  resorts  of  different 
types  to  stay  at  as  well.  Keystone,  just  70 
miles  west  of  Denver,  recently  invested  $32 
million  in  new  lifts  and  more  snowmaking.  A 
third  skiable  mountain — the  year-old 
Outback — has  joined  Keystone  Mountain  and 
North  Peak.  Keystone  also  operates  Arapahoe 
Basin,  a  high-altitude  snow  pocket  six  miles 
up  the  road.  Resort  facilities  include  accom- 
modations at  the  award-winning  Keystone 
Lodge,  the  luxurious  Chateaux  D'Mont  at  the 
base  and  hundreds  of  condos  tucked  into  the 
woods  (reservations  for  all,  800-222-0188), 
plus  a  fine  conference  center  and  huge  skat- 
ing pond. 

Nearby  Breckenridge's  lively  Victorian 
mining  town  center  (the  world's  largest  gold 
nugget  was  found  there)  is  surrounded  by 
modem  accommodations  and  skiing  on  three 


interconnected  mountains.  Peaks  8,  9  and  10 
each  have  their  own  high-speed  quad,  and 
there's  a  fourth  four-place  chair  lift  for  good 
measure.  Beaver  Run  Resort  (800-525- 
2253),  a  52-room  slope-side  behemoth, 
boasts  hill  services  and  facilities  ranging  from 
meeting  rooms  to  indoor  mini-golf. 

Copper  Mountain  combines  a  small 
condominium  village  (800-458-8386)  with   <■ 
an  excellent  ski  area,  a  sporty  resort  known 
for  comfortable  accommodations,  exception- 
ally well-designed  ski  terrain  spreading 
across  two  peaks  and  a  top  racquet-sports 
and  fitness  center.  Copper  is  convenient 
(right  off  Interstate  70, 85  miles  from 
Denver) ,  congenial  and  especially  suitable 
for  families. 


John  Weiland 


Alfresco  dining  at  Arapahoe  Basin 


WINTER  PARK 


Winter  Park  is  another  accessible  family 
favorite  (67  miles  from  Denver),  with  two 
base  areas  and  three  interlinked  mountains 
(Winter  Park,  Mary  Jane  and  Vasquez  Ridge). 
The  biggest  excitement  in  Colorado  skiing 
this  season  is  the  debut  of  Winter  Park's 
Parsenn  Bowl,  a  huge  bowl  behind  and  above 
the  Mary  Jane,  and  the  opening  of  a  monu- 
mental new  summit  restaurant  called  the 
Lodge  at  Sunspot.  The  ski  area  also  has  an 
excellent  children's  ski  school  and  the 
world's  finest  program  for  teaching  skiing  to 
the  handicapped.  The  town  of  Winter  Park  is 
casual  and  fun.  The  spacious  Iron  Horse 
Resort  (800-621-8190),  Winter  Park's  only 
ski-in,  ski-out  hotel,  is  stylishly  modern  yet 
informal. 


STEAMBOAT 


Up  near  the  Wyoming  border  are  the 
traditional  ranching  town  of  Steamboat 
Springs  and  the  big,  beguiling  Steamboat  Ski 
Area.  Steamboat  is  where  Olympic  medalist 


Billy  Kidd  hangs  his  Stetson,  and  the  town 
and  resort  provide  an  unbeatable  combo  for 
friendly  atmosphere,  tremendous  skiing  and 
superlative  snow  (champagne  powder  is  what 
the  locals  call  it).  The  sprawling  ski  terrain  is 
accessed  by  the  first  eight-passenger  gondola 
in  the  U.S.,  and  two  brand  new  high-speed 
quads  add  uphill  zip  to  the  skiing  day. 
Steamboat's  pioneering  Kids  Ski  Free  pro- 
gram makes  it  a  perennial  family  vacation 
favorite.  Lodging  is  in  Steamboat  Springs  or 
right  at  the  mountain,  where  the  most  com- 
plete facility  is  the  Sheraton  Steamboat  Hotel 
(800-325-3535),  which  has  32.3  rooms  and 
a  hill  conference  center.  Steamboat  is  rural 
but  not  remote.  The  nearby  Yampa  Valley 
Regional  Airport  has  nonstop  jet  service  from 
several  major  U.S.  cities. 

PURGATORY 

Tucked  into  Colorado's  southwestern 
corner  is  Purgatorv/Durango.  a  casual  sun- 
kissed  ski  resort  that  offers  terrific  terrain,  a 
friendly  family  ambience  and  modest  prices 
(as  well  as  a  great  kids-free  deal).  Non-ski 
diversions  include  trips  to  Mesa  Verde 
National  Park,  whose  mysterious  Anasazi 
ruins  are  especially  poignant  in  winter  isola- 
tion, and  the  fantastic  Durango  &  Silverton 
Narrow  Gauge  Railroad  (303-2^7-2733). 
This  year,  the  steam  train  is  puffing  on  a  five- 
hour  run  along  the  best  parts  of  the  Animas 
River  gorge,  operating  from  Thanksgiving  to 
New  Year.  Just  a  10-minute  drive  from  the 
slopes  is  Tamarron  (800-678-1000),  an 
award-winning  golf  resort  that  doubles  as  a 
lovely  ski  lodge.  Those  who  prefer  their  lodg- 
ings to  be  historic  and  luxurious  check  in  to 
the  93-room  Strater  Hotel  (800-247-^31), 
downtown  Durango's  jewel.  Dating  from 
1887,  the  Strater  is  furnished  in  glorious 
antiques.  Durango  is  half  an  hour  from  the 
slopes  but  closer  to  La  Plata  County  Airport, 
which  has  jet  and  commuter  connections 
from  all  over  the  country. 

For  more  information  call: 

Aspen 800-262-7736 

Vail 800-525-2257] 

Telluride 800-525-3455 

Crested  Butte 800-544-8448 

Ski  The  Summit 

Keystone 800-222-0188 

Breckenridge 800-221  1091 

Copper  Mountain 800-458-8. 186 

Winter  Park 800-453-2525 

Steamboat 800-922-2722 

Purgatory 800-525-0892 


Claire  Walter  is  the  Western  editor  of  Skiing 

magozine  and  author  of  Rocky  Mountain  Skiing,  just 

issued  by  Fulcrum  Publishing  ol  Golden,  CO. 

• 

Zaino  Design:  N.Y. 


Recent  Studies  Show  It's  Impossible  To  Do  This  And 
Think  About  Work  At  The  SameTime. 


Career.  Deadlines.  Meetings.  For  the  moment,  these 
things  are  gone.  Whited  out  in  a  blast  of  Colorado 
powder.  And  there  is  only  the  glory  of  the  here  arid 


now.  To  plan  your  Colorado  ski  adventure,  write 
Vacation  Kit,  Box  WOO,  Dept.  653,  Denver,  CO 
80238.  Or  call  1  -800265 -6723  extension  653. 


Colorado 


Fur  A  Free  Vacation  Kit,  Call  I -800 -COLORADO 


(from  our  car tb bean  desk) 

Resorting    To 


'Keep  a  still  tongue  and  a  fuzzy  eyebrow. " 


O  hat's  a  local  proverb  you  can  chew  on 
I  while  trying  to  decide  which  rum  drink  to 
order  at  the  seaside  bar  at  the  Glitter  Bay 
Hotel.  A  Stephen's  Punch — that  icy  alche- 
my of  rum,  lime  juice,  bitters,  sugar  syrup,  and  a  grat- 
ing of  nutmeg  to  tickle  the  nose?  A  Bajan  Bell?  A  Gre- 
gory's Cooler?  (Does  it  matter  that  it's  not  yet  noon?) 

When  things  get  chill  in  northern  climes — when 
the  sun  is  a  wan  winter 
irony — it's  time  to  think 
about  heading  south.  Bar- 
bados is  a  long  way  south, 
down  in  the  Lesser 
Antilles  where  the 
Caribbean  meets  the 
Atlantic.  Up  the  northwest 
coast  of  this  small,  friendly 
island  are  Glitter  Bay  and 
Royal  Pavilion,  two  adja- 
cent companions.  Built 
separately,  they  are  now 
both  Pemberton  hotels 
with  a  deserved  reputa- 
tion for  luxury.  They 
function  as  equals,  with 
minor  differences  of  archi- 
tecture and  menu,  and  a 
major  one  of  intelligent 
segregation:  at  Royal  Pavilion,  children  under  12 
aren't  allowed  during  peak  season. 

Everything  you'd  expect  is  here — large,  spacious 
rooms  and  suites  opening  onto  comfortable  terraces, 
their  planters  spilling  Antigua  heath  and  asparagus 
fern  down  the  stucco.  Restaurants  which  marry  Bajan 
and  continental  cuisine,  paillards  and  pepper  pot, 
feuilletes  and  flying  fish.  Tennis  courts  and  a  pro;  golf 
privileges  at  nearby  Sandy  Lane;  an  exercise  room 


and  masseuse;  a  pristine  beach;  and  water  sports  to 
keep  the  sea  churning  with  noise  and  color. 

There's  plenty  to  do,  if  doing  is  what  you  have  in 
mind.  Personally,  I'd  recommend  that  sunblock  of  a 
bar  and  its  friendly  barmen.  The  house  special  is  the 
hour  when  the  afternoon  fades  into  sunset,  when  the 
sky  lights  up,  rouge  to  lime  to  azure  to  violet,  in  a 
quick  curtain  of  color  that  you  could  miss  if  you 

weren't  looking. 

If  you  were  looking, 
then  you'd  notice  the 
hibiscus  and  the  bou- 
gainvillea,  the  ginger  lilies 
and  wild  cane,  the  botany- 
in-overdrive  that  keeps  24 
gardeners  afoot.  A  little 
curl  of  frangipani  might 
catch  your  nostrils,  with  its 
seductively  musky  petals. 
Time  wouldn't  have 
stopped  exactly — it  never 
does,  you're  expected  back 
in  the  office  next  week — 
but  it  would  have  slowed 
down  in  a  particularly  mar- 
velous way. 

"Takin'  time  ain't  lazi- 
ness," goes  another  one  of 
those  Bajan  sayings.  Sans  cares  (most),  sans  clothes 
(most),  you'd  waste  no  time  in  agreeing. 

—  Duncan  Christy 

Rooms  at  Glitter  Ray  and  Royal  Pavilion  range  from  $345 
for  a  double  room  to  $810  for  a  duplex  penthouse  suite  dur- 
ing peak  season  (Dec.  1 9 -April  2);  $  1 65  to  $5  75  off-peak. .  \ 
Modified  American  Plan  is  available  at  both  hotels.  Call: 
809-422-5555; fax:  809-422-.VJ40.  is 
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As  welcome  as  a  white  Christmas. 
And  infinitely  more  reliable. 


WILD 
TURKEY 

101  proof,  real  Kentucky. 
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As  welcome  as  a  white  Christmas. 
And  infinitely  more  reliable 
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101  proof,  real  Kentucky 


10  SCO  A  GIFT  OF  WiLD  TURKEY«/101  PROOF  ANYWHERf  • 


Bl  'MERE  'EXCEPT  WHERE  PROHIBITED  KENTUCKY  STRAIGHT  BOURBON  WHlStvL  r  ■■■  ■  i%  ALC  /VOL  AUSTIN,  NICHOLS  DISTILLING  CO.,  LAWRENCEBURG,  KY  ©  1992 


What  do  the  folks  who 


produce  the  images  actually 


watch  them  on? 


\\  II  \  I    YOU  SEE  WHEN  YOU  GO  INTO  A  RICH  PERSON'S  HOUSE 

is  a  giant,  impressive  home  entertainment  system  that 
they  haven't  the  slightest  idea  how  to  work.  You  see  sub- 
woofers  and  whistlers  and  tweeters,  high-end  elvises  and 
digital-drive  laser  thingamajigs.  Thing  is,  the  more 
important  a  person  is,  the  less  he  needs  to  know  (at  least 
in  terms  of  electronics).  Your  average  post-L.A.  riot  loot- 
er knows  more  about  Aaron  Spelling's  setup  than  the 
great  man  himself.  So,  whattaya  gonna  do?  Have  an 
expert  install  it!  (And,  yes,  I've  found  one  for  you.) 

I  went  to  two  Titans  of  Entertainment  and  asked 
them  about  their  choices  of  in-home  amusement. 
(Though  it  would  have  been  fun  to  interview  them 
about  the  other  kinds  of  in-home  amusement.) 


Quincy  Jones's  equipment. 


THAT'S  ©ENTI 


Quincy  Jones  is  a  premier  American  composer  and 

arranger,  and  one  of  the  top  producers  of  music,  film  and 
television  on  the  scene.  Naturally,  his  position  in  the 
entertainment  biz  lends  itself  to  both  audio-  and 
\  ideophilia.  Mr.  Jones  has  his  finger  in  every  conceivable 
techno-pie.  He  is  currently  working  on  a  project  with  the 
Silicon  Valley  boys  called  an  interactive  disc. 

"It's  a  thing  called  TED-3 — technology,  entertain- 
ment and  design.  It's  interactive.  You  can  mouse  your 
computer  screen  to  East  St.  Louis,  then  mouse  it  again, 
and  you  can  go  in  and  see  St.  Louis  and  what  it  looks 
like,  and  you  see  all  the  musicians  that  come  from  there 
like  Ernie  Williams  and  Clark  Tern.  It's  going  to  be  so 
common." 

He's  got  a  big  setup  in  a  family  room  with  a  pool  table. 
He  watches  movie  favorites  such  as  The  Pawnbroker  (h\s 
first  score)  on  a  55-inch  Hitachi  television  with  speakers 
and  woofers  galore.  Two  NS-10M  studios  and  a  set  of 
JBL  Studio  Monitors  4412. 

Mr.  Jones  is  much  happier  with  this  arrangement  than 
with  a  full  home  screening  room.  His  daughters  Kidada 
and  Rashida  are  still  at  home  ("That's  the  good  thing 
about  daughters,  they  never  leave."),  and  he  would  just 
as  soon  not  have  to  bother  with  the  staff  a  screening  room 
requires. 

He  installed  his  Hitachi  unit  a  couple  years  ago  and 


sees  no  immediate  need  to  upgrade  (although  he  plans  to 
install  George  Lucas's  THX  system  one  of  these  days). 
Mr.  Jones  DOES  know  how  to  work  his  own  system, 
although  he  admits  the  constant  technological  changes 
"are  a  pain  in  the  butt." 

As  the  Sultan  of  Sound,  Mr.  Jones  receives  a  lot  of  free 
equipment.  His  Hitachi  was  a  gift  from  the  company. 
Does  he  like  his  system? 

"They're  good  or  I  wouldn't  take  them." 

Can't  argue  w  ith  that.  Price? 

"Oh  Lord,  I  don't  know..." 

Well,  if  you  have  to  ask... 

When  I  asked  Norman  Lear,  major  rombre  of  televi- 

sion,  film  and  People  For  The  American  Way,  what  kind 
of  home  entertainment  system  he  had,  he  said,  "One 
that  works.  I  barely  know  how  to  use  it  myself.  I'm  one 
of  these  people  who  still  can't  tape  a  two-hour  movie  on 
a  VCR." 

Actually,  Mr.  Lear  has  one  of  the  premier  home 
theater  setups  in  a  city  devoted  to  excess.  (Note — 
before  you  rush  out  and  buy  all  of  this,  remember,  tins 
is  his  job.) 

The  Lear  screening  room,  which  includes  capability 
for  both  film  and  video  projection  has  the  following 
equipment  (are  you  ready?): 
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•Two  Simplex  Studio  Projectors  (Dolby  SR) 

•6'6"  by  15'  Stewart  Film  Screen  with  close-up  door 

•6'  by  8'  Stewart  Video  Screen  with  close-up  door 

•Sony  VPH  1042  Video  Projector 

•Crestron  Touch-Screen  Control  System  (The  Cre- 
stron  is  a  computerized  control  panel  that  runs  every- 
thing— lighting,  window  shades,  projectors,  video, 
etc... from  one  base.  Assertions  to  the  contrary  aside,  Mr. 
Lear  DOES  know  how  to  work  this.) 

Satellite  system  including: 

•12' Satellite  Dish 

•Chaparral  Sierra  III  Receiver 

Speakers: 

•Three  Frazier  Coaxial  Speakers 

•Two  Vieta  Custom  Subwoofers 

•Three  JBL  Surround  Speakers  on  each  side  (that's 
six  altogether) 

•Three  Vila  Custom  Speakers  in  back 

•Four  DYN-Audio  Custom  Speakers  flush  around  walls 

•Three  QSC  Amplifiers 

•Panasonic  PV1960  VHS  Player 

•Pioneer  CLD3090  Laser  Disc  Player 

•Sony  9000  W  Video  Player 

•Television  Auton  Lift  system  (TV  comes  out  of 
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the  table  like  Godzilla) 

Not  bad,  huh?  1  could  tell  you  how 
much  the  installation  and  equipment 
cost,  but  I  know  you've  been  planning 
for  that  summer  home. 

Mr.  Lear  is  the  ultimate  movie 
buff.  "I  have  a  screening  room,  and  I 
love  it  because  I  love  film.  It's  'Loews  Lear'  on  Sunday 
evenings,  and  we  usually  have  a  double  feature."  I  asked 
him  what  he  likes  to  watch. 

"Current  films,  occasionally  oldies.  Maybe  the  best 
film  of  the  decade  is  Howard's  End.  Another  one  that  we 
made  that  I'm  proud  of  is  Fried  Green  Tomatoes.'1'' 
Is  he  happy  with  his  system? 

"I  said,  'Give  me  one  a  three-year-old  child  can 
understand,'  and  he  did.  It's  great." 

The  Man  with  the  Plan  for  all  of  this  is  a  fella 
named  Richard  LaMonico  who  installs  home  entertain- 
ment systems  across  the  country.  (He  did  the  Lear  system.) 
"Everyone's  into  home  theater  now,"  he  told  me. 
"It's  becoming  a  real  trend  for  all  income  brackets." 
LaMonico  will  install  anything  from  a  VCR  on  top  of 
vour  TV  to  a  media  center  like  Mr.  Lear's.  Consulta  • 


By  Amy  Lumet 


tions  usually  run  about  $45  an  hour. 

I  asked  him  which  was  a  better  setup,  the  screening 
room  or  the  den. 

"It's  all  heading  to  the  same  place — home  theater.  It 
depends  on  what  you  want.  Even  people's  bedrooms  are 
heading  towards  recreating  the  theater  experience." 

What  about  someone  who  wants  home  theater  on  a  budget? 

"Film  equipment  is  the  most  expensive.  The  film 
portion  of  the  Lear  screening  room  was  $135,000.  The 
Crestron  was  $10,000." 

So,  good  news,  guys — you  can  stick  with  video.  (Inter- 
esting note — LaMonico  stressed  that  satellite  reception 
is,  at  the  moment,  far  superior  to  cable  reception.) 

Finally.  I  asked  him  what  percentage  of  his  clients 
actually  knew  how  to  work  their  equipment.  "Someone 
who  can  work  a  VCR  on  top  of  a  TV  can  learn  their  new 
system  in  20  minutes.  We  pick  the  right  equipment  for 
the  long  term,  that  won't  break,  and  we  educate  people 
who  want  to  use  them.  Some  are  technically  minded,  and 
some  aren't.  Remember  Charles  and  Diana?  I  had  to  go 
around  setting  timers  all  over  the  city  for  the  royal  wed- 
ding because  it  was  on  in  the  middle  of  the  night."® 

(Richard LaMonico:  818-887-1670:  (Fax)  818-704-1949.) 


Norman  Lear  screened  here. 


Amy  Lumet  is  a  free-lance  writer  living  in  New  York. 
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The  RCA  52"  Projection  Screen. 
Bigger  and  brighter  than  almost  anything  out  there. 


Anything  brighter  requires  sun  block.  Anything  bigger  has  a  marquee.  Almost  anything  else  pales  in 
comparison  to  the  RCA  52"  Home  Theatre.  Its  thunderous  sound  will  rattle  your  china.  Its  huge  screen 
is  so  clear  and  bright  you  can  see  the  spin  on  a  curvcball.  Experience  the  Home  Theatre  today  by  simply 
stopping  by  your  RCA  dealer.   Sunglasses  arc   optional.  Changing  Entertainment.  Again. 
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Have   Yourself  A 


REEL 


You  don't 

have  to  be 

Quincy  Jones 

or  Norman  Lear 

to  turn  your 

home  into  a 

movie  house. 

(Or  as  rich.) 


By   Anthony  H.  Cordesman 


TIME 


If  you  ark  thinking  about  a 
Christmas  present  for  your- 
self, your  family  or  your  Sig- 
nificant Other,  you  might 
want  to  think  about  buying 
an  audio-video  theater. 
Advances  in  TV  monitors 
and  sound  tracks  have 
reached  the  point  where  you 
can  duplicate,  or  even  sur- 
pass, much  of  what  most 
small  movie  theaters  deliver. 
Further,  we  may  not  admit  it, 
but  we  all  watch  television. 
We  may  not  be  able  to  do 
much  about  the  content  of 
what  we  watch,  but  there  is 
no  reason  to  have  to  see  a 
low-quality  picture  and  listen 
to  third-rate  sound. 
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Let  me  begin  by  noting  that  you  have  to  make  a 
choice  between  a  dedicated  audio-video  room,  with  a 
large  screen  projector  like  a  Barco.  and  a  custom 
sound  installation  with  equipment  from  sophisticated 
companies  like  Fosgate,  Lexicon  and  Shure 
This  option,  however,  costs  between  $10,000  and 
$20,000  to  do  right,  and  deserves  a  discussion  all  on  its 
own. The  other  choice  is  to  integrate  your  audio-video 
set-up  into  a  regular  living  or  recreation  room.  In  most 
cases,  this  means  you  need  to  be  able  to  do  other 
things  in  the  room,  and  you  want  a  system  to  do  a 
good  job  of  reproducing  stereo — not  just  playback  TV 
sound  and  movie  sound  tracks. 

Your  first  choice  in  deciding  on  such  a  setup  is  pic- 
ture size,  and  whether  to  go  to  a  large  monitor,  a  rear 
screen  projection  television,  or  a  separate  projector.  If 
you  don't  have  cable 
or  satellite  TV,  you 
should  definitely 
stick  with  a  large 
monitor  like  one  of 
the  35"  Mit- 
subishis.  or  any  of 
the  better  sets  with 
31"  screens.  Any- 
thing larger  will 
show  up  all  the  flaws 
and  interference  in 
your  TV  picture  in 
ways  that  quickly 
become  annoying. 
Anything  smaller 
will  leave  out  many 
of   the    details    of 

movies,  seem  too  small  for  your  sound  system,  and 
reduce  any  of  the  new  laser  discs  with  the  wide  screen 
or  letter  box  image  to  stick  figures. 

If  you  do  have  the  space  for  a  larger  screen,  I  would 
recommend  a  Sony  or  Pioneer  rear  projection  set 
over  a  separate  floor  or  ceiling-mounted  projector. 
While  the  larger  picture  from  separate  projectors  may 
initially  appear  impressive,  the  moderate-priced  ver- 
sions tend  to  present  focus  and  stability  problems  and 
reveal  a  host  of  picture  and  signal  quality  problems 
with  anything  other  than  laser  discs.  Even  top  quality 
rear  projection  units  present  problems  for  anyone  sit- 
ting on  the  side.  Like  all  sets  with  pictures  above  40", 
they  do  a  marvelous  job  of  revealing  the  mediocre 
quality  of  most  broadcasts  and  YHS  tapes,  and  require 
you  to  watch  in  the  dark  to  get  a  good  picture. 

As  for  a  signal  source,  I  would  strongly  recommend 
a  laser  disc  player,  particularly  one  that  can  also  play 
CDs.  This  gives  you  two  components  for  the  price  of 
one,  and  a  picture  quality  about  50%  better  than  the 
best  TV  signal  and  twice  as  good  as  any  VCR  w  ith 


prerecorded  YHS  tapes.  The  better  laser  disc  players 
now  come  with  a  Super  YHS  connector  and  noise 
reduction  to  improve  picture  quality,  and  digital 
sound.  Pioneer,  Phillips,  Sony  and  a  number  of 
firms  make  good  such  units.  The  key  rules  in  select- 
ing such  units  are  to  1)  make  sure  the  unit  really 
works  before  you  leave  the  store,  2)  only  buy  a  unit 
with  Super  YHS  output  and  digital  sound,  and  3) 
decide  whether«you  want  one  of  the  designs  that  can 
play  two  or  more  sides  of  a  disc  or  will  settle  for  one 
where  you  have  to  flip  the  disc  over. 

As  for  a  \  CR.  you  should  buy  a  YHS  machine  with 
HQ  and  high-fidelity  stereo  sound.  YHS  has  virtually 
driven  Beta  out  of  the  market,  and  the  Super  YHS 
sets  are  a  waste  of  money  unless  you  have  a  Super 
YHS  videocamera.  There  simply  aren't  enough  prere- 
corded Super  YHS 
tapes  around. 

Be  aware,  howev- 
er, that  you  may  be 
in  for  trouble.  The 
YCRs  I  have 
reviewed  over  the 
last  two  years  exhib- 
it a  wide  range  of 
minor  quality-con- 
trol and  adjustment 
problems.  Even 
with  machines  that 
are  the  same  model 
from  the  same  man- 
ufacturer. I  find 
wide  variations  in 
color  and  focus,  and 
light-to-dark  contrast  is  different.  Further,  no  \'CR  I 
know  of  has  a  tuner  as  good  as  the  tuner  on  a  top 
monitor. 

My  solution  is  to  insist  on  both  seeing  the  VHS 
machine  you  buy  demonstrated  at  the  dealer's  and 
having  return  privileges  if  it  fails  to  perform  properly 
in  your  home.  Brand  names  and  fancy  control  features 
aren't  worth  a  damn  if  the  machine  doesn't  work,  and 
forget  about  adjustment  if  it  does  not  work  right  out 
of  the  box.  Most  seemingly  minor  adjustment  prob- 
lems in  a  VCR  can  only  be  dealt  with  //"you  spend  a 
fortune  and  //you  can  find  one  of  the  handful  of  tech- 
nicians who  really  knows  what  he  is  doing. 

Ti  RNING  \ou  TO  sol  \l).  \  LOT  OF  FIRMS  VKI  Rl  SHING 
out  cheap  add-on  Dolby  processors,  add-on  amplifiers 
and  equally  cheap  speakers.  Cambridge  Sound 
Works  and  Carver  now  have  attractive  packages  ol 
add-on  electronics  and  speakers  that  do  a  reasonable 
job  of  converting  an  existing  stereo  system. 

In  general,  however,  I  recommend  against  such  an 
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introducing  The  Sharp  TwinCam. 

With  Two  Lenses, 

It  Does  What 

No  Single  Lens 

Camcorder  Can. 


PICTURE-IN-PICTURE 

ONE-TOUCH  INSTANT  1SX  ZOOM 

BUILT-IN  62°  WIDE-ANGLE  LENS 

Finally,  someone  has  created  a  camcorder  with  distinct 
advantages.  The  remarkable  TwinCam™  from  Sharp. 

The  only  camcorder  in  the  world  to  build  two  lenses  into 
one  sleek,  lightweight  design. 

The  first  lens  is  an  exclusive  wide-angle  lens  —  to  capture 
an  entire  scene,  not  just  a  part  of  it.  The  second  lens  is  a 
powerful  zoom  lens — to  catch  small  but  important  details. 

Together,  these  two  lenses  let  you  combine  wide-angle 
and  close  up  shots  in  one  frame  with  TwinCam's  unique 
icture-in-picture  feature.  Or  switch  between  the  two  scenes 
'  the  touch  of  a  button,  creating  an  instant  12Xzoom. 

TwinCam  is  even  available  with  an  LCD  color  viewfinder, 

jrou  can  view  in  full-color  while  shooting.  So  why  not  move 

ir  videos  to  a  new  level? 

Experience  the  exceptional  Sharp  TwinCam  at  your 
nearest  Sharp  Dealer.  See  why  TwinCam  is  the  camcorder 
that  truly  stands  alone.  1-soo-be-sharp 

nrp  TwinCam.  The  World's  Only  Camcorder 
With  Two  Built-in  Lenses. 
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approach.  Integrated  electronics  offer  an  extremely 
useful  combination  of  switching  and  control  features 
for  both  video  and  audio  and  are  very  reasonably 
priced.  This  means  that  your  starting  point  should 
probably  be  a  good  video  receiver  or  amplifier. 

Once  again,  virtually  all  the  major  Asian  electronics 
firms  make  acceptable,  good  units.  You  should,  howev- 
er, examine  only  the  top-of-the-line  units  in  each 
brand.  Audio-video  requires  a  lot  of  power,  with  at  least 
60  watts  per  channel  in  stereo  in  the  main  channels. 
Getting  top  picture  quality  requires  a  unit  with  the  new 
Super  VHS  video  jacks,  and  getting  really  good  sound 
with  all  possible  sources  requires  a  wide  range  of  differ- 
ent "surround  sound"  processing  options. 

Above  all,  you  must  get  an  integrated  amplifier  or 
receiver  with  five  channels  of  built-in  amplifiers  for 
the  rear  and  center  channels,  Dolby  Pru-Logic  (a 
test  tone  to  establish  the  right  sound  levels  for 
Dolby)  and  a  conve- 
nient remote  control 
that  eliminates  end- 
less fiddling. 

I  have  seen  dealers 
try  to  dump  older  and 
inferior  units  on  cus- 
tomers who  do  not 
know  the  need  to  get 
electronics  with  all 
these  features.  If  a 
dealer  tries  this,  walk 
away  from  the  store 
and  never  go  back. 
No  reputable  dealer 
is  going  to  push 
units  without  all 
these  features. 

There  are  several  units  I  have  found  that  offer  an 
excellent  combination  of  features  and  sound 
quality.  Two  are  integrated  amplifiers:  the  Denon 
AVC-3020  and  the  Onkyo  A-SV810  Pro.  The 
Denon  offers  excellent  sound  quality  and  power,  and 
on-screen  display  features  that  simplify  its  operation. 
It  produces  a  solid  80  watts  for  a  two-speaker  center 
channel  and  the  rear  channels.  The  Onkyo  has  less 
power,  but  more  choices  in  terms  of  surround  modes, 
even  easier  to  operate  control  features,  and  a  highly 
flexible  set  of  tone  controls  for  each  of  the  five  chan- 
nels— something  that  can  be  very  useful  if  you  are 
not  using  identical  speakers. 

Many  receivers  deliver  less  power  than  sound  qual- 
ity, regardless  of  their  specifications.  They  also  lack 
Super  VHS  video  inputs  and  other  useful  features. 
The  Yamaha  RX-V1050  and  RX-V850  howev- 
er, are  exceptions.  They  have  all  the  power  and  fea- 
tures you  need  and  a  wide  range  of  different  surround 


settings.  If  you  need  something  cheaper,  try  the 

Onkyo  SV70  Pro,  but  I  would  not  go  much  below 

this  level  of  performance.  The  peak  volumes  from 

movie  sound  tracks  are  much  louder  than  most  music, 

and  they  require  tremendous  bass  power.  You  can 

easily  find  that  saving  a  few  hundred  dollars  deprives 

you  of  the  excitement  that  is  a  key  reason  for  buying 

an  audio-visual  system. 
< 

This  brings  me  to  speakers,  one  of  your  most  cri  iical. 
choices.  You  have  to  understand  that  if  you  are  going  to 
do  this  at  all,  you  need  five  to  six  good  speakers.  You 
also  have  to  understand  that  the  quality  of  the  center 
speaker  is  absolutely  critical  for  video  purposes,  and 
that  high-quality  left  and  right  speakers  with  deep  bass 
or  subwoofers  are  critical  to  both  using  the  system  for 
music  and  the  more  spectacular  effects  from  movies. 
Unfortunately,  this  is  an  area  where  most  speaker 

manufacturers  are 
only  beginning  to 
provide  equipment  as 
well  suited  to  audio- 
visual systems  as  the 
electronics,  and 
where  you  often  get 
bad  advice  from  deal- 
ers. There  is  a  strong 
tendency  to  sell  small 
center  channel  speak- 
ers that  are  little  more 
than  sonic  rubbish.  So 
far,  the  onl\  one  1 
have  heard  with 
decent  sound  quality 
is  the  Polk  CD-I 
made  by  Polk. 
Similarly,  there  are  a  host  of  "systems"  being  sold 
with  small  left  and  right  channel  and  rear  speakers 
and  separate  woofers  and  subwoofers.  Some  arc  ade- 
quate if  you  arc  working  on  a  really  tight  budget,  but 
the  ones  I  have  heard  so  far  lack  power  handling  capa- 
bility, deep  bass  extension,  and  a  smooth  blend  of 
sound  between  the  midrange  and  the  bass  speakers. 
The  woofers  or  subwoofers  made  by  Japanese  and 
Asian  electronic  firms  arc  particularly  bad — in  fact. 
most  are  awful.  Better  dealers  offer  expensive  sub- 
woofer  units  made  by  firms  like  Vclodync  and 
M&K  but  most  of  the  time,  buying  an  add-on  woofer 
means  buying  the  equivalent  of  a  "boom  box." 

My  solution  is  to  buy  two  good,  small  center  chan- 
nel speakers  to  put  on  each  side  of  the  TV,  and  then 
buy  two  full-range  left  and  right  speakers  that  have  a 
matching  treble  and  midrange  balance,  but  which 
provide  the  deep  bass  and  power  handling  capability 
necessary  to  reproduce  the  dynamics  of  modern 
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movie  sound  tracks.  This  arrangement  also  provides 
the  most  realistic  stereo  response  with  music.  Other 
arrangements  tend  to  work  well  with  voice  and  special 
effects,  hut  seriously  compromise  the  sound  quality 
with  classical  music,  jazz  and  complex  rock  recordings. 

Acoustic  Research,  Allison,  Boston 
Acoustics  and  a  number  of  other  firms  make  a  wide 
range  of  moderately  priced  speakers  that  suit  this  pur- 
pose, hut  I  have  been  particularly  struck  by  the  Polk 
15Ts  A  great  deal  of  the  excitement  and  impact  of 
movie  sound  tracks  requires  bass  from  the  left  and 
right  channel  speakers  with  a  lot  of  power  and  "sub- 
woofer"  extension  down  into  the  30-40  Hz  region. 
Many  speakers  in  the  $800-$l,500  a  pair  bracket 
promise  such  performance,  but  the  Polk  15Ts  are  one 
of  the  few  pairs  to  really  deliver  it. 

As  for  the  rear  speakers,  surround  sound  requires 
speakers  with  an  exceptional  amount  of  dispersion. 
You  can  use  the  same  speakers  as  you  do  for  the  cen- 
ter channels  and  simply  angle  them  to  bounce  a  large 
portion  of  the  sound  off  the  ceiling.  Ideally,  however, 
you  need  rear  channel  speakers  designed  for  the  pur- 
pose. These  high-dispersion  speakers  are  just  coming 
onto  the  market,  but  several  Bose  speakers  can  serve 
the  purpose  and  Cambridge  Sound  Works,  a 
mail-order  firm  in  Boston  (800-367-4434)  is  selling 


surround  speakers  for  $399  a  pair- -about  half  the 
price  of  anything  of  similar  design  quality. 

Three  final  points.  If  you  have  a  lot  of  experience 
with  stereo,  you  can  probably  set  up  a  system  on  your 
own.  If  not,  find  a  dealer  with  good  demonstration 
facilities,  and  ask  for  at  least  two  references  from  satis- 
fied customers  in  your  price  range.  Talking  to  manu- 
facturers, it  is  clear  that  far  too  many  dealers  lack  the 
experience  to  do  job  right,  and  that  many  provide  no 
real  service  or  take  a  dump-and-run  approach  to  sales. 

Second,  you  will  quickly  learn  that  you  have  to 
experiment  a  lot  to  find  the  right  surround  sound 
mode  for  a  given  movie  or  sound  source,  and  will  have 
to  adjust  the  volume,  balance,  bass  and  treble  more 
often.  You  also  should  experiment  with  using  sur- 
round sound  mode  with  television.  Star  Trek:  The  Next 
(•(■aeration,  for  example,  makes  excellent  use  of  sound 
effects  you'll  never  hear  without  surround  sound. 

Third,  all  this  advice  may  sound  a  bit  complicated, 
but  the  effort  is  definitely  worth  it.  It  only  took  a  few 
hours  to  hook  my  entire  family  on  high-quality  video 
and  audio,  and  there  are  few  things  in  my  house  that 
now  get  more  consistent  use!© 

Anthony  H.  Cordesman  is  a  contributing  editor  of 
Audio  magazine  and  The  Absolute  Sound. 
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CIGA  HOTELS 


Will  the  muse  visit  you  during  your  stay  at  the  Gritti 
Palace  in  Venice?  You  will  certainly  enjoy  the  same  sources  of 
inspiration  as  Mr  Hemingway. 

The  Grand  Canal  still  laps  the  hotel  entrance  as  it  has 
for  five  hundred  years. 

Titian's  16th  century  portrait  of  Doge  Andrea  Gritti 
continues  to  grace  the  hotel's  walls. 

ERNEST  HEMINGWAY  WROTE 

A  NOVEL  HERE. 

PERHAPS  YOU  MAY  BE  MOVED  TO 

WRITE  A  MEMO  OR  TWO? 

And  the  view  from  your  window,  across  to  the  church 
of  La  Salute,  is  the  same  one  that  greeted  the  American  author 
on  his  arrival  in  October  1949. 

The  Gritti  Palace  became  not  only  the  place  where  he 
wrote,  but  also  the  place  that  he  wrote  about,  in  "Across  the 
river  and  into  the  trees". 

In  truth,  other  Ciga  Hotels  have  proved  equally  inspiring. 
And  neither  satellite  communications  nor  air  conditioning 
have  robbed  them  of  their  historic  charm. 

In  Asolo,  amid  the  hills  of  the  Veneto,  you  will  find  the 
Villa  Cipriani.  Once  the  home  of  Robert  and  Elisabeth  Browning. 

But  perhaps  the  most  literary  of  our  hotels  is  the 
Meurice,  which  borders  the  Tuileries  in  Paris. 

For  more  than  thirty  years,  its  renowned  restaurant 
served  as  headquarters  to  France's  most  noted  literary  circle. 

An  era  immortalised  in  Fargue's  "Les  Pietons  de  Paris" 
And  commemorated  by  the  portrait  of  its  Patron,  Florence 
Gould,  which  presides  over  diners  to  this  day. 

If  you  are  a  person  more  attracted  by  the  beauty  of  a 
traditional  building  than  the  sterility  of  a  tower  block, 
consider  a  Ciga  Hotel  next  time  you  travel. 

There  are  currently  36  to  choose  from,  with  room  rates 
much  the  same  as  ordinary  five  star  hotels. 

To  obtain  a  brochure  describing  them  all,  simply  fax 
your  letterhead  or  business  card  to  New  York  212-421  5929. 
Alternatively,  telephone  New  York  212-935  9540. 


A  Final  Word  On 

English  Clubs 


By   Anthony   Wki.i.kr 
Illustrations  \\  ~\    I)  \  \  i  n  Small 

Nothing  is  more  English   than  the  Club. 

When  Phileas  Fogg,  that  imaginary  London  gentleman,  set  off  around  the 
world  in  80  days,  he  started  from  the  Reform  (Hub.  Just  around  the  corner,  in 
St.  James's  Street,  Britain's  finest  young  men  used  to  while  away  an  afternoon 
after  a  club  lunch  by  playing  golf,  teeing  off  and  holing  out  from  the  steps  of  one 
club  to  the  next.  Trollope  scribbled  away  in  one,  as  did  Dickens,  Thackeray, 


Stevenson,  Burton  and  Kipling.  Lord  Glasgow 

threw  a  waiter  through  the  window  of  his  club  and 
ordered  him  "put  on  the  bill."  The  father  of  the 
eurrent  Duke  of  Devonshire,  ill-tempered  late  in 
life,  filled  the  end  of  his  walking-stick  with  lead 
and  terrorized  the  shins  of  fellow  -members  of 
Brooks's.  As  Dr.  Johnson  wrote.  "A  man  is  good  for 
nothing  unless  he  is  clubbable.51 

If  the  idea  of  the  British  Empire  begins  at 
Gamelot,  then  the  origins  of  the  gentleman's  clubs 
lie  in  the  Round  Table.  At  the  turn  of  the  century, 
London's  West  End  (principally  Fall  Mall  and  St. 
James's)  could  boast  200  such  clubs,  exclusively 
male.  Now.  with  the  Empire  in  ratters,  most  of  the 
40-odd  siir\  i\  ing  clubs  admit  w  i\  es  for  lunch  or  din- 


ner: Britannia  waives  the  rules.  (Waives  bur  only 
reluctantly  changes:  despite  its  previous  reputation  as 
one  of  the  least  misogy  nistic  of  the  clubs,  the  Garric  k 
in  late  July  voted  overwhelmingly  to  reject  women  as 
members.  As  columnist  Peregrine  Worsthorne  put  it. 
"In  the  presence  of  women,  most  men  try  to  put  their 
best  foot  forward,  and  being  on  one's  best  behavior  is 
nor  what  most  of  us  regard  the  Garrick  as  for") 

Though  today's  clubs  are  financially  better  run 
than  before,  the  waiting  lists  shorter  and  membership 
fees  higher  (averaging  upwards  of  $000  a  \c.ir).  the 
character  of  these  ■'mausoleums  of  inactive  masculin 
it\"  has  not  changed  much.  The  dream  of  Empire 
srill  In  cs  on  w  ithin. 

Thc\  began  as  coffee  houses  in  the  late  1  St h  ecu 
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tury,  gathering-places  where  the  political- 
ly like-minded  could  read  a  paper,  hear 
gossip,  perhaps  gamble,  and  fuel  up  for 
the  stagger  or  horse-carriage  to  the  next. 
Many  took  their  names  from  the  servants 
who  started  them,  like  Boodle's,  Brooks's 
or  White's  (the  oldest  gentlemen's 
club  in  London,  named  for  an 
Italian,  Bianco,  who  founded 
it  as  a  chocolate  shop  in 
1693).  Some  were  mili- 
tarily inclined,  like  the 
Guards  and  the  Cav- 
alry, which  merged  a 
decade  ago.  Some, 
like  the  Beefsteak, 
were  originally  so 
secretive  and  private 
that  a  team  of  unknow- 
ing bobbies  could  raid  it 
mistakenly  as  a  brothel  and 
find  seated  at  an  upstairs  table 
the  Lord  Chancellor,  the  Arch- 
bishop of  Canterbury,  the  Governor  of 
the  Bank  of  England  and  the  Prime 
Minister,  Arthur  Balfour. 

According  to  V.S.  Pritchett,  in  London 
Perceived  (1962),  it  was  only  in  the  late 
19th  century,  when  industrial  wealth  took 
hold,  that  the  clubs  (like  the  public- 
schools)  became  pretentiously  exclusive. 
The  fashion  was  to  be  a  member  of  more 
than  one.  To  many  like  Mycroft  Holmes, 
Sherlock's  brother,  the  club  was  a  home 
away  from  home,  where  a  man  could 
spend  the  day  eating,  drinking,  reading 
and  sleeping,  with  a  night  valet  to  turn 
him  over  and  make  sure  he  hadn't  died  in 
his  armchair.  Men  coming  back  from  the 
corners  of  the  Empire  could  instantly  catch 
up  in  their  club.  Eor  the  aged  it  was  a 
solace;  one  old  duke  passed  his  days  seated 
in  the  high  bow  window  of  Boodle's  when 
it  rained  because  he  so  loved  "watching 
the  damn  people  get  wet." 

And  there  is  something,  too,  in  the 
English  soul  that  does  not  love  a  wife.  As 
one  wag  put  it,  "The  French  and  Italians 
seek  solace  by  taking  mistresses. ..the 
British  retreat  into  a  world  of  leather- 
bound  misogyny."  But  the  history  of  the 
clubs  is  more  a  full-blooded  charge  than  a 
retreat.  A  Victorian  lady  noted  in  her  diary, 
"We  have  now  been  married  exactly  a 
year,  in  which  time  my  husband  has  dined 


The  poet 

Swinburne  was 

asked  to  rrsign 

from  his  club 

when,  unable  to 

find  his  hat  in  the 

cloakroom,  he 
jumped  on  all  the 

others  until  a 

porter  reminded 

him  he'd  come 

hatless  that 

evening. 


with  me  but  once.  Every  other  night  he 
dined  at  Mr.  Brooks's  Club." 

More  to  the  point,  these  clubs  were 
places  where  gentlemen  could  behave  like- 
schoolboys,  grumbling  and  shouting  and 
throwing  food  at  the  waiters  and  each 
other.  "London  is  made  for  males,"  as 
Pritchett  puts  it,  "and  its  clubs 
for  males  who  prefer  arm- 
chairs to  women. ..The 
boredom  that  hangs  like 
old  cigar  smoke  in  the 
air  is  a  sad  reminder  of 
the  most  puzzling 
thing  in  the  sex  war: 
that  men  like  each 
other,  rather  as  dogs 
like  each  other.  The 
food  is  dull,  but  a  point 
the  ladies  overlook  is  that 
the  wine  is  excellent  and 
cheap."  It  took  a  Frenchwoman 
at  the  turn  of  the  century  to  say  the 
unsayable:  that  so  many  men's  clubs  exist 
because  English  women  are  unbearable. 

The  anecdotes  are  legion.  The  po- 
et Swinburne  was  asked  to  resign  from 
his  club  when,  not  being  able  to  find  his 
top  hat  in  the  cloakroom,  he  jumped  on  all 
the  others  until  a  porter  reminded  him 
he'd  come  hatless  that  evening.  Evelyn 
Waugh,  grumpy  as  ever,  violently  dressed 
down  an  employee  who  couldn't  get  him  a 
taxi  in  the  rain.  Henry  James  lived  for  over 
20  years  at  the  Reform  Club  and  had  his 
bedroom  drilled  with  a  spyhole — still 
there — so  the  night  porter  would  not  dis- 
turb him  in  his  sleep.  "A  club  was  indis- 
pensable," James  wrote  in  his  notebooks. 
"I  could  not  have  remained  in  London 
without  it,  and  I  have  become  extremely 
fond  of  it,  a  deep  local  attachment." 

All  clubs  were  rivals,  usually  over  which 
had  the  worst  food — one's  own,  you  see, 
always  had  the  best  members,  a  far  more 
important  provender.  One  Guards'  club- 
man who'd  given  hospitality  to  Savile 
clubmen  was  asked  what  he  thought  of 
them.  "They  were  quite  decent  little  fel- 
lows," he  replied.  "No  trouble.  Make  their 
own  trousers,  of  course." 

Architecturally  the  great  surviving 
clubs  are  of  a  type:  their  facades  like 
Italianate  pa/azzi,  so  popular  in  the  early 
19th  century;  the  enormous  interior  stair- 
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This  beautifully  designed  calendar, 
complete  with  detailed  text  and  striking 
lithographs,  sketches  and  photos,  boldly  captures  the 
courageous  people  and  dramatic  events  of  the  War 
Between  the  States.  $9.95  paperback   #B40 


•■' 


***. 


i 


B£TTLE 

Maps 

of  tie 

CIVIL  j 
WAR 


"""*"<*»*  A„„      , 


(4 


-^ 


A  New 
Collection 


Si 

j 


"Christmas  Decemrrr  25,  1862. 

We  Have  passed  a  very  quiet  day  and  except  that 
we  have  been  excused  from  drill,  the  day  has  been 
like  the  others....  In  the  evening... we  had  a  sing. 
I  should  like  to  be  at  home  on  this  Christmas  night. 
— Elisha  Rhodes 
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Historic  Moment? 
Recaptured... 


This  series  brings  together 
the  finest  writing  on  the 
Civil  War  and  World  War  II 
featuring  such  authors 
as  William  Manchester, 
General  James  M.  Gavin 
and  James  M.  McPherson 
S19.95  ea. 
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This  exciting  collection  \ 

includes  illustrated 
color  maps,  West  Point 
archival  battle  maps, 
NASA  high-altitude 
maps  and  protraits 
by  Don  Troiani.  An 
indispensable  reference       #B74 
for  all  Civil  War  buffs. 
$32.95  #B43 


I  V 


TO  ORDER, 
CALL  TOLL-FREE 
1-800-876-6556 


'AS  THE  SMOKE  WAS  SLIGHTLY  LIFTED  by  the  gentle  May 
freeze,  one  lone  soldier  advanced,  bravely  bearing  the  flag 
owards  the  breast  works.  At  least  a  hundred  men  took  deliberate 
lim  at  him,  and  fired  at  point-blank  range,  but  he  never  faltered. . .. 
Suddenly,  as  if  with  one  impulse,  every  Confederate  soldier  within 
ight  of  the  Union  color  bearer  seemed  to  be  seized  with  the  idea 
hat  the  man  ought  not  to  be  shot  down  like  a  dog.  A  hundred  men 
dropped  their  guns  at  the  same  time;  each  of  them  seized  his  nearest 
neighbor  by  the  arm  and  yelled  to  him  "Don't  shoot 
at  that  man  again.  He  is  too  brave  to  be  killed  that 
way. . ."  As  soon  as  they  all  understood  one  another, 
a  hundred  old  hats  and  caps  went  up  into  the  air, 
their  wearers  yelling  at  the  top  of  their  voices: 
"Come  on,  you  brave  Yank,  come  on!" 
— Charles  Evans,  2nd  Texas,  Vicksburg 


"ONE  BEAUTIFUL  NIGHT  during  these  terrible  days 
I  was  sitting  in  the  moonlight,  looking  up  into  the 
heavens  so  beautiful  and  calm — while  everything  around 
us  which  men  controlled  was  full  of  evil  and  death — 
when  the  bands  of  the  contending  armies  began  to  play. . . 
One  band  struck  up  "Home  Sweet  Home,"  and  was 
followed  by  another  until  all  bands  of  both  sides  joined 
in.  Then  the  soldiers  of  both  sides  began  to  sing  it,  each 
gathering  inspiration  from  the  others,  all  swelled  the 
chorus,  and  the  spirit  of  war  was  hushed  as  all  hearts 
thought  of  the  loved  ones  at  home." 

— Captain  Edward  H.  McDonald,  11th  Virginia  Cavalry 
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The  most  historic  moments 
of  the  Civil  War  are  accurately 
reenacted  in  this  compelling 
hour-long  video. 
$29.95  #V47 


Three  Classic  Picture  Histories 

These  impressive  volumes,  each  with  evocative  narratives 
and  over  700  superb  photographs,  are  the  definitive 
chronicles  of  history  in  the  making. 
$19.95  ea.  -^-— 
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cases,  morning  rooms,  drawing  rooms  and 
classical  libraries.  Sometimes  they  have 
been  used  as  literary  settings,  from  P.G. 
Wodehouse  to  Graham  Greene  {The 
Human  V actor)  to  one  of  O.K.  Chesterton's 
Father  Brown  stories,  in  which  the  crime 
rests  upon  the  singular  fact  that  the  par- 
ticular club  insists  that  its  waiters 
and  gentlemen  dress  identi- 
cally. This  is  fantasy,  but  in 
Pratt's  all  of  the  waiters 
are  called  "George," 
and  at  the  Beefsteak, 
"Charles." 

A  short  list  of  the 
five  of  the  most  illus- 
trious   clubs    might 
include    the   Athen- 
aeum,   Boodle's,    the 
Garrick,  the  Travellers' 
and  White's.  All  eschew 
publicity  of  any  sort.  Only  the 
Travellers'  agreed,  very  courteously, 
to  show  me  around. 

The  Athenaeum  (founded  1824)  is 
not  known  for  fine  cuisine.  Sir  Ralph 
Richardson  thought  it  a  good  idea  to 
bring  a  box-lunch;  Sir  Edwin  Lutyens 
criticized  "a  piece  of  cod  which  passeth  all 
understanding."  Years  ago,  the  chef  of  the 
French  Ambassador,  learning  that  his 
master  was  going  to  the  club  for  dinner, 
murmured,  "Alas,  our  poor  master,  we 
shall  never  see  him  again." 

The  Athenaeum  is  esteemed,  rather, 
for  intellectual  dignity,  grave  silence,  and 
an  enormous  library,  and  for  being  the 
haunt  of  many  a  peer,  aristocrat  and  arch- 
bishop. Members  are  expected  to  be 
"established"  professionally,  so  much  so 
that  when  in  Noel  Coward's  Present 
Laughter  a  character  is  accused  of  becom- 
ing pompous  after  having  joined,  he 
replies,  "I've  always  been  too  frightened 
to  go  into  it." 

Kipling  described  the  Athenaeum  as  like 
"a  cathedral  between  services."  A  more 
recent  visitor  portrayed  it  as  full  of  fogeys 
who  "hobble  from  room  to  room  muttering 
about  the  decline  of  The  Times?  Like  most 
of  the  clubs,  it  has  the  do/.en-odd  bedrooms 
for  members  who  come  down  to  London  for 
several  days'  business.  Trollope  used  it 
thus,  and  was  there  persuaded  to  kill  off  the 
character  of  Mrs.  Proudie  by  overhearing 


Trollope, 
while  seated  in 
an  a  inn  hoi  rat 
the  Athena  en  in 
was  persuaded 
to  kill  off  the 
character  of 
Mrs.  Pivndie  by 
overhearing  two 
clergymen  com- 
plaining about 
his  overnse 
of  her. 


two  clergymen  complain  about  his  overuse 
of  her.  In  the  mid-19th  century  there  was  a 
16-year  waiting  list  of  prospective  mem- 
bers. But,  as  one  member  complained  at 
the  time,  "They  crept  in  unseen  at  the 
doors,  and  they  crept  in  under  the  bish- 
ops' sleeves,  and  they  crept  in  in  peers' 
pockets,  and  they  were  blown  in 
by  the  winds  of  chance." 

Boodle's  (founded 
1762),  in  the  good  old 
days,  used  to  iron  the 
newspapers  and  boil 
the  shillings  and 
pence  before  bring- 
ing them  to  mem- 
bers. The  servants 
wore  black  knee- 
breeches,  in  what  the 
writer  R.S.  Surtees  called 
its  "proverbial  serenity." 
Another  Victorian  described  it 
more  affectionately  as  "a  sweet  old 
mahogany  and  wax  candle  kind  of  place." 
The  popular  story  within  was  that  if  a 
servant  in  the  smoking  room  called 
out,  "Carriage  for  Sir  John!"  a  good  por- 
tion of  the  members  present  would  glance 
up.  It  is  famous  for  a  painting  by  Stubbs 
and  a  membership  of  country  gentlemen, 
knights,  the  late  Adam  Smith  and  Beau 
Brummel.  Churchill  used  to  smoke  his 
cigar  at  the  bow  window.  It  is  still  consid- 
ered perhaps  the  most  tranquil  and  dis- 
creet of  all  the  clubs. 

Appropriate,  then,  that  Ian  Fleming, 
who  usually  lunched  at  Boodle's,  made  M, 
the  head  of  Her  Majesty's  Secret  Service 
in  the  James  Bond  books,  a  member  and 
frequent  luncher,  fictionalizing  the  place 
as  Blade's.  (Fleming  had  left  White's 
"because  they  gas  too  much" — he  wanted 
a  dull  club.)  In  The  Man  With  The  Golden 
dun,  M  ignores  what  Fleming  soberly  calls 
"the  finest  cold  buffet  on  display  at  that' 
date  anywhere  in  the  world." 

The  Garrick  (founded  1831)  is 
famous  for  being  the  most  bohemian  of 
the  old  clubs.  It  is  reputed  to  possess  the 
finest  dining  room,  candlelit  and  decorat- 
ed with  old  theatrical  prints  that  represent 
the  traditional  membership  favoring  writ- 
ers, actors  and  directors.  It  is  said  also  to 
have  the  finest  dinner  conversation. 
Prince  Charles  joined  a  few  years  ago. 
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leaping  ahead  of  the  others  on  the  ten- 
year  waiting  list  to  sport  the  salmon-and- 
cucumber  striped  tie.  One  of  the  more 
financially  secure  clubs,  the  Garrick  lives 
off  the  royalties  of  the  late  member  A.A. 
Milne.  As  long  as  Winnie-the-Pooh  col- 
lects honey,  the  Garrick  is  safe. 

The  Travellers1  (founded 
1819)  began  as  a  kind  of 
explorers'  society — only 
gentlemen  who'd  trav- 
eled at  least  500  miles 
in  a  straight  line  from 
London  were  eligi- 
ble, though  members 
of  foreign  diplomatic 
missions    were    re- 
ceived as  honorary  visi- 
tors. Both  these  precepts 
still  hold  today.  It  is  a  fact 
that  when,  in  1825,  a  member 
stole  the  club  candlesticks, 
life  was  spared  by  the  King  and  he 
was  deported  instead  (thereby,  perhaps, 
increasing  his  eligibility). 

Most  great  travelers  are  great  readers, 
and  the  Club  library  is  enormous  and  well- 
tended.  At  the  top  of  the  great  stairs  a 
plaque  honors  "members  and  staff  who 
fell  in  the  Great  War"  in  a  surprising 
democracy  of  the  dead.  In  mid-afternoon 
husbands  and  wives  are  just  coming,  arm 
in  arm,  from  the  Coffee  Room,  past  click- 
ing clocks  and  18th-century  foreign  land- 
scapes. Another  lunch  done.  Over  the 
years  there  have  been  two  suicides,  both 
by  gunshot,  in  the  Billiards  Room.  One 
was  a  member  who'd  lived  many  years  in 
Japan;  this  officially  explained  his  "charac- 
teristic indifference  to  life."  The  Trav- 
ellers' Club  chairman  at  the  time,  a 
Colonel  Baring,  stated  firmly,  "I'll  take 
damn'  good  care  he  never  gets  into  any 
other  club  I  have  anything  to  do  with." 

White's  (founded  1693)  is  probably 
the  stuffiest  and  snobbiest  of  the  club^. 
Anthony  Lejeune,  in  The  Gentlemen  s  Clubs 
Of  London  (1979) — a  careful,  authoritative, 
adulatory  work,  many  of  whose  entries 
now  read  as  obituaries — calls  White's  "the 
archetype  and  model  of  what  a  gentle- 
men's club  should  be."  He  goes  on  to 
point  out,  though,  that  Swift  described  it 
as  a  "common  rendezvous  of  infamous 
sharpers  and  noble  cullies."  Its  members 
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tend  to  be  friends  of  the  royals  if  not  royalty 
themselves,  like  the  Dukes  of  Kent, 
Edinburgh  and  York.  A  club  historian  35 
years  ago  referred  to  it  as  "an  oasis  of  civilisa- 
tion in  a  desert  of  democracy."  Kim  Philby 
and  Evelyn  Waugh  were  both  members. 
White's  is  responsible  for  my  favorite 
story  of  club  exclusivity:  a 
would-be  clubman  inquiring 
how  to  go  about  applying  for 
membership  was  told, 
"This  is  not  a  dis- 
cotheque, sir." 

If  the  gentle- 
man's clubs  seem 
antiquated  and  a  bit 
dismal  today,  they 
are  healthier  than  a 
decade  ago.  Many  clubs 
collapsed:  members  stayed 
n  the  suburbs,  or  quit;  the 
gible  young  men  weren't 
interested.  In  1974  the  IRA  bombed 
the  bar  of  one  club  and  machine-gunned 
the  facade  of  another.  Now  they  seem  to 
be  back  in  style,  run  not  as  gentlemen's 
kingdoms  but  as  business  establishments, 
with  smart  management  and  computer- 
ized bookkeeping.  The  Reform  even  rent- 
ed itself  out  for  a  series  of  nude  shots  with 
a  female  model  disporting  herself  all  over 
the  historic  leather  armchairs  and  upright 
marble  columns. 

In  a  conservative  age,  then,  the  ideal  for 
the  Club  should  gain  strength  in  favor 
again.  Thus  the  eloquent  description  of  the 
Perfect  Clubman  in  Ralph  Nevill's  London 
Clubs  (1911)  may  yet  prove  contemporary: 

"The  life  of  such  a  man,  as  has  been  said, 
is  centered  in  his  club,  and  he  sees  mem- 
bers come  and  go,  hears  of  their  prosperity 
or  ruin,  marriages  or  deaths,  with  imper- 
turbable equanimity;  indeed,  it  would 
require  an  invasion  or  an  earthquake  to 
make  him  effect  any  change  in  his  habits. 

"So  he  lunches  and  dines,  dines  and 
lunches,  till  the  sands  of  the  hourglass 
have  run  out,  and  the  moment  comes 
for  him  to  enter  that  great  club  of  which 
all  humanity  must  perforce  become 
members."® 

Anthony  Weller  is  a  novelist  and  poet 
who  divides  his  time  between  Massachusetts 
and  Cyprus. 
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The  '80s  are  over.  Cigars  are  back. 
Go   figure.    By    Cynthia   Penney 


HE  MAN  IN  CHARGE  OF  CIGAR 

nirvana  is  Smitty  ("just 
Smitty"),  who  presides 
over  the  walk-in  humidor  at  Alfred  Dunhill  in  New  York 
City.  Smitty  came  over  from  tobacconist  Nat  Sherman 
two  years  ago  and,  like  the  best  barbers  and  bookies, 
took  more  than  a  few  clients  with  him. 

Seasoned  smokers  treat  him  as  a  cross  between 
concierge  and  confidante.  One  regular  rolls  in  after  work: 
"Hey  Smitty,  anybody  die?"  The  gentleman  knows  that 
often  the  only  way  to  acquire  vintage  cigars  is  upon  the 
death  of  a  fellow  fanatic.  A  trader  calls  in  to  ask  about  his 
"position" — does  he  have  enough  cigars  on  hand? 
Should  he  order  more?  Smitty  tells  of  a  devoted  smoker 
who  hounded  him  for  months  after  a  Canary  Islands  firm 
stopped  rolling  his  beloved  Casa  Buenas,  even  offering 
to  fly  him  down  to  investigate.  Only  after  Smitty  pro- 


duced, through  lengthy  trial  and  error,  an  acceptable 
substitute,  was  the  man  appeased. 

"Can  you  imagine  a  guy  doing  that?"  asks  Smitty. 
"That's  what  I  call  true  love."  And  on  the  subject  ofl 
true  love,  Smitty  turns  into  a  smoking  man's  La 
Rochefoucauld:  "A  lot  of  men,  if  it  came  between  pick- 
ing cigars  and  a  beautiful  girlfriend,  they  just  might  go 
for  the  cigars." 

These  are  good  times  for  Smitty,  and  for  cigar  smokers 
(if  not  for  those  in  the  immediate  vicinity).  After  a  belea- 
guered period  of  health  warnings,  anti-smoking  legisla- 
tion, and  being  rousted  out  of  most  public  places,  cigar 
smoking  is  back.  Not  the  chomping  and  chewing  of  sto- 
gies, mind  you — the  25-cent  stinkers  that  could  empty  aj 
stadium  of  the  Politically  Correct — but  the  considers 
consumption  of  hand-crafted  bits  of  heaven,  the  best  that 
money  can  buy.  Both  dollar  and  volume  sales  of  premium 


138  FORBES 


FYI 


cigars  are  rising  at  a  time  when  overall  cigar 
sales  are  flat  or  worse.  Of  some  of  the  macho- 
enhanced  super-premiums,  Nat  Sherman 
President  Joel  Sherman  marvels:  "It's  like 
putting  a  $20  bill  in  your  mouth." 

The  renaissance  has  produced  a  number  of 
options  for  the  smoker  of  means.  Restaurants 
and  hotels  across  the  U.S.  are  setting  aside 
sumptuous  lounges  for  post-prandial  cigars, 
and  hosting  elaborate  smoker  dinners.  Vin- 
tage cigars  are  joining  rare  wines  at  auctions. 
A  new  magazine,  Cigar  Aficionado,  debuted  in 
September.  Cigars,  as  they  say,  are  hot. 

Life  hasn't  always  been  so  sweet  for  cigar 
smokers,  as  battle-hard- 
ened veterans  will  be  the 
first  to  recount — it's  been 
a  long  campaign.  Thirty 
years  ago,  a  good  cigar  was 
just  plain  hard  to  find. 
The  world's  best  and 
largest  source,  Cuba, 
dried  up  after  the  embar- 
go of  1962.  Even  though 
the  major  makers  took 
their  tobacco  seeds — and 
their  brand  names  —  to 
the  Canary  Islands,  the 
Dominican  Republic, 
Jamaica  and  Honduras, 
they  didn't  produce  a  truly 
premium  product  until  the 
late  '70s.  By  then,  public 
pressure,  fueled  by  Sur- 
geon General's  warnings, 
was  slowly  mounting 
against  all  forms  of  smok- 
ing. At  the  deepest,  dark- 
est point  of  the  struggle, 
otherwise  successful  exec- 
utives were  found  smoking 
on  their  own  back  porches.  In  February.  And 
they  didn't  mince  words  about  what  they  had 
become,  even  to  their  own  families:  "lepers," 
remembers  more  than  one,  painfully. 

If  there  was  a  turning  point,  a  beginning  of 
the  resurgence,  it  was  probably  that  day  in 
August  1982  when  the  Dow  finally  turned 
around.  Few  could  foresee  it,  but  the  longest 
bull  market  of  the  century  was  about  to  begin, 
producing  an  orgy  of  conspicuous  consump- 
tion. What  better  symbol  for  the  Big  Swinging 
Dicks  of  the  decade  than  the  expensive,  hand- 
rolled  cigars  that  were  twirled  behind  almost 
every  Quotron?  One  investment  bank  even 
went  so  far  as  to  modify  its  ventilation  system 
in  an  effort  to  screen  off  the  valuable  VPs  who 


Burning    Issues 

If  my  cigar  goes  out,  should  I  relight  it? 

Absolutely  not,  advise  most  smokers,  if  it  has  been  out 

for  any  length  of  time.  "The  taste  is  never  the  same," 

says  David  Burgh,  president  and  CEO  of  the  General 

Cigar  Co.  Dickson  Farrington,  of  Dunhill,  says, 

"If  I  have  another  cigar,  I  don't  relight.  If  I  don't 

have  another  cigar,  I  relight." 

Does  one  ever  dip  the  cigar  end  in  cognac? 

Answer  1:  No,  it  ruins  the  cigar. 

Answer  2:  It's  fun.  According  to  Joel  Sherman,  president 

of  Nat  Sherman:  "The  smoke  swirls  in  your  mouth  to 

taste  buds  you  never  knew  you  had." 

If  I've  just  survived  a  plane  crash 

and  can't  find  my  cutter,  may  i  bite  off 

the  end  of  my  cigar? 

Yes. 


were  puffing  through  their  own  "breakfast  of 
champions":  a  couple  of  Partagas.  It  was  a 
business  decision,  really:  time  is  money,  and 
those  traders  could  hardly  be  productive  out 
on  the  fire  stairs. 

MAJOR  FORCE  OF  THE  NEW,  UNITED 

cigar  front  is  Dunhill,  on  Park 
Avenue  in  New  York.  It's  always  70 
degrees,  the  humidity  always  the 
requisite  73%  in  the  walk-in  humi- 
dor, a  sanctum  sanctorum  of  deep  beige  carpet, 
dark  leather  chairs,  manly  knickknacks  and 
shelves  lined  with  box  after  mahogany  box  of 
premium  cigars:  H. 
Upmanns,  Partagas,  Mac- 
anudos,  Ramon  Allones, 
Don  Diegos,  Temple 
Halls.  Downstairs,  in  less 
posh  but  still  climate-con- 
trolled surroundings, 
slumber  the  caches  of  indi- 
vidual clients,  growing 
finer  with  time.  You  don't 
have  to  invest  a  fortune  to 
stake  a  claim  here — just 
about  $2,000,  enough  for 
the  20-box  minimum. 
That  will  put  you  into  the 
company  of  a  great  deal  of 
trophy  tobacco:  the  pre- 
Castro  Cuban  collection  of 
a  retired  oil  man;  the 
28,000  Canary  Island  Mon- 
tecruzes  of  a  shirt  manu- 
facturer, etc...  Only  Smitty 
and  the  Dunhill  ledgers 
know  the  whole  story. 

Dunhill,  which  holds 
informal  cigar  tastings  at 
many  of  its  U.S.  boutiques, 
is  by  no  means  alone.  Nat  Sherman,  with  new 
digs  at  42nd  and  Fifth,  hosts  gatherings  at  a 
mahogany  bar  next  to  the  humidor's  60-foot 
strip  of  French  doors.  Davidoff  of  Geneva, 
which  arrived  in  New  York  in  1987,  opened  a 
second  store  last  fall,  in  Beverly  Hills;  there 
are  plans  for  its  humidor  to  operate  like  a  pri- 
vate club,  with  a  large  lounge,  phones,  faxes, 
a  stock  ticker,  and  complimentary  cognac  and 
snacks.  Hard-core  cigar  smokers,  after  years 
in  the  doghouse,  don't  even  seem  to  care  that 
state  taxes  increase  the  price  of  a  good  $5 
cigar  by  15%  in  New  York,  20%  in  Connecti- 
cut, 29%  in  California,  and  65%  in  Washing- 
ton State.  Like  oenophiles  (whose  cellars 
house  cigars  as  effectively  ;is  wine),  smokers 
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These  Florsheim  Outdoorsman  shoes  are  RUIJiQEU     /^^Pllilr       enough  to  tame  the  great 
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outdoors.  That's  because  they're  (\\  /l£ifM6&&€£?fl/  ,v*tn  genuine  moccasin  construction  by 
the  worlds  finest  craftsmen  for  (COMFORT and  I  DUfcHMlltlf.  The  leathers  are  richly 
waxed  and  repeatedly  oiled  for  rugged  good  looks.  For  added  durability  and  comfort, 
the  leathers  are  treated  for  WalOl'  ReSisttfUlCe. 


The  lug  sole  offers  superior 

|%j\C  I  l^^pl  to  tackle  the  toughest  terrain.  Available  in  the  widest  range  of  sizes 
and  widths  for  a  i^Cl*MCCJ  M^  mMm  Ana  10°  years  of  Florsheim  shoemaking  experience 
means  superior  i^/X/ST^/VvVT'     Ca^  1-800-446-3500  for  the  Florsheim  Dealer  nearest  you. 


Quality  is  Timeless 


are  collecting  less,  but  collecting  the  best.  "I 
used  to  smoke  cigars  all  the  time,"  says  Joseph 
Zicherman,  a  principal  at  Morgan  Stanley, 
"Now  I  smoke  just  one  a  day.  And  I  make  sure 
it's  wonderful." 

The  best  way  to  savor  these  luxuries  is 
the  classic  smoker  dinner.  Dunhill  spon- 
sored its  first  such  event  last  June  in  New 
York,  just  "a  happy  few"  at  the  Plaza 
Athenee,  according  to  Dickson  Farrington, 
head  of  the  smokers  division  at  Dunhill's — 
60  people  at  one  very  large  table.  In  Octo- 
ber Davidoff  held  one  of  its  smoker  dinners 
at  the  New  York  Athletic  Club,  and  is  orga- 
nizing quarterly  dinners  at  the  San 
Domenico  restaurant,  in  New 
York,  next  year. 

The  self-proclaimed  "godfa- 
ther" of  the  cigar  smoker  is 
Henry  Schielein,  who  rang  in  the 
first  of  these  black-tie  revivals  in 
1984  at  the  Ritz-Carlton, 
Boston — in,  ironically  enough, 
the  ladies'  tea  room.  He  then  con- 
tinued the  tradition  in  Southern 
California,  in  1989,  as  the  vice- 
president  and  general  manager  of 
the  Ritz  in  Laguna  Niguel.  In 
California  the  drill  is  as  follows:  a 
seven-course  meal,  a  demonstra- 
tion of  blending  and  hand-rolling, 
and  a  few  remarks  by  guest  of 
honor  Milton  Berle  (who  smokes 
only  one  cigar — one  at  a  time, 
that  is.  All  night).  Afterwards,  the 
men,  and  two  or  three  women, 
retire  to  the  library.  "The  cigars 
are  laid  out  like  a  smorgasbord;  on 
average  we  have  over  2,000,"  says 
Schielein.  Last  spring  a  cast  of 
160  puffed  nonstop  for  five  hours 
at  a  cost  of  $250  per  person. 
There's  already  an  international 
waiting  list  of  over  100  for  next  year 

THE  BIGGEST  DRAW  OF  THESE  GET- 
togethers  isn't  the  wine  or  the  food, 
or  even  the  cigars  themselves,  so 
much  as  the  chance  to  fire  them  up 
without  flack.  The  talk  is  of  nothing 
but  cigars — sweet,  nutlike,  peppery,  smooth, 
heavy,  or  light  cigars — all  discussed  with  an 
enthusiasm  usually  reserved  for  golf.  (Anoth- 
er classic  hiding  place,  by  the  way,  for  the 
inveterate  smoker.)  Bernard  Denet,  presi- 
dent of  Dunhill,  quips,  "They  would  eat  the 
cigars,  if  they  could." 
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Hot    Dates 

Here's  where  you  can  catch  up  with 

some  of  those  cigar  "smokers. "  Call  for 

specific  scheduling  information. 

Boston 
The  Ritz  Carlton,  617-536-5700. 

California 

The  Ritz-Carlton,  Laguna  Niguel, 

714-240-2000. 
Stars,  San  Francisco,  415-861-7827. 

New  York 

Davidoff:  212-751-9060. 

Dunhill:  212-753-9292 

Philadelphia 
The  Ritz-Carlton,  215-563-1600. 

Washington,  D.G. 

The  Ritz-Carlton,  202-293-2100. 


Though  it's  clear  that  affluence  oozes  from 
every  pore,  there  needn't  be  anything  exclu- 
sive about  this  new  breed  of  men's  club.  Dun- 
hill's  Farrington  maintains  that  the  only  entree 
needed  is  to  like  cigars.  "It's  having  smoked  j 
enough  that  you're  an  enthusiast,  and  you  j 
know  enough  to  keep  up  your  end  of  the  con- 1 
versation,"  he  says. 

How  to  get  started,  if  you've  always  been 
intrigued  and  are  ready  to  turn  a  deaf  ear  toj 
ambient  dire  warnings?  The  route  to  seasoned 
smoking  begins  at  a  tobacconist,  with  the  pur- 
chase of  that  first  fistful  of  cigars.  Most  afi- 
cionados advise  choosing  a  mild  smoke  and 
savoring  five  or  six  over  the  course  of  al 
week — after  different  meals,  in 
different  moods — then  selecting 
another  brand  and  repeating  the 
process  until  something  suits. 
The  most  important  aspect  is,  of 
course,  taste — and  the  major  fac- 
tor in  the  taste  is  the  leaf  used  for 
the  cigar  wrapper,  which  ranges 
from  light-green  to  brown  to 
black  in  color,  and  most  often 
comes  from  Jamaica,  Mexico,  or] 
the  Connecticut  River  valley. 
The  tobacco  blends  used  for  the 
filler,  plus  the  taste  of  its  binder 
(yet  another  kind  of  leaf)  add  infi- 
nite variations  to  the  whole. 

A  cigar's  length  and  ring  size 
(diameter)  will  also  affect  its 
taste,  as  well  as  its  draw,  its  burn, 
and  the  time  required  to  smoke  ' 
it.  Those  without  a  full  hour  to 
devote — more  and  more  people, 
in  fact — are  turning  to  shorter, 
fatter  cigars,  and  tobacconists  are] 
introducing  new  lines  to  accom-  \ 
modate  them.  The  most  popular 
size  is  now  five  inches  long  with 
a  48  ring  (that's  4%4ths,  or  *A  of 
an  inch  in  diameter).  "It's  a  great  20-minutej 
smoke,"  says  Smitty.  "It's  not  going  to  burn, 
hot,  and  it's  going  to  be  good  to  the  last 
drop." 

There  are  other  considerations  besides 
time  and  taste — for  instance,  how  one  looks 
with  a  cigar.  A  cigar,  like  clothing,  should 
conform  to  one's  image,  shape,  and  propor- 
tion, like  a  suit.  "Americans  smoke  bigger 
cigars  than  Europeans  because  they  are,  by! 
and  large,  taller,"  hypothesizes  Christoph 
Kull,  president  of  Davidoff  of  Geneva  (CTl 
Inc.  "Of  course,  a  5'2"  man  with  a  two-f'oor 
cigar,  that's  psychology." 
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Nothing  is  as  mellow  as  Black. 


Ultimately  there's  Black: 
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AS  CIGARS  GROW  IN  POPULARITY,  IT  IS 
inevitable  that  retailers  push  the 
envelope  of  quality  and  cachet.  For 
those  who  smoke  Macanudos  (about 
$3.50  each)  there  is  now  a  Vintage 
Cabinet  Selection  By  Macanudo,  a  vintage 
cigar  that  averages  $7  and  is  presented  in  a 
mahogany  box  encased  in  a  gold-foil  box 
encased  in  bubble-wrap.  Other  vintage 
brands,  such  as  Partagas  Limited  Reserve 
($8),  are  picked  from  the  top  one  percent  of 
the  crop,  aged  longer,  and  come  in  a  furni- 
ture-grade mahogany  box,  hand-made  in  the 
Dominican  Republic.  From  there  it's  just 
one  step  across  the  humidor  to  cigars  so  large, 
so  expensive,  and  so  plainly  over  the  top, 
they're  almost  novelty  items.  The  Davidoff 
Aniversario  No  1,  which  debuted  in  1990  on 
the  85th  birthday  of  founder  Zino  Davidoff, 
is  almost  nine-inches  long  (48  ring),  comes  in 
a  cedar  wood  tube,  and  costs  between  $18 
and  $22.  In  response  to  demand,  Joel  Sher- 
man is — reluctantly — debating  whether  to 
produce  an  ufrerc'igar  of  his  own,  "in  a  very, 
very  fancy  box  for  an  atrociously  high  price 
that  the  cigar  is  not  worth,"  he  declares. 

Some  smokers  don't  care  what  their 
cigars  cost,  or  what  box  they're  packaged 
in,  as  long  as  they're  from  Cuba.  President 
Kennedy  famously  sent  his  then-press  sec- 
retary, ABC's  Pierre  Salinger,  out  for  1,000 
Petit  Upmanns  before  signing  the  embar- 
go. Forget  that  Fidel  Castro's  own  doctors 
have  warned  him  off  cigars:  30  years  later, 
they  still  have  enormous  cachet.  Some 
swear  they're  still  the  best;  others  find 
appeal  in  forbidden  fruit.  The  demand,  of 
course,  is  met — the  fabled  Cohibas  and 
Punches  and  Monte  Cristos  are  sold  in 
Europe,  Canada,  Bermuda  and  parts  of  the 
Caribbean,  and  many  find  their  way  into 
the  U.S.  in  suitcases.  One  British  mail- 
order firm  has  been  known  to  ship  them 
across  the  Atlantic  in  unmarked  packages. 
Tempted  to  bring  some  in?  Keep  in  mind 
that  confiscation  isn't  the  only  penalty,  if 
you're  caught:  you  may  be  fined  up  to  six 
times  the  value  of  the  stash. 

In  response  to  the  Cuban  mystique,  other 
cigar  countries  claim  that  what  is  now  pro- 
duced in  the  Caribbean  and  Central  America 
is  superior  to  anything  Cuba  ever  made.  Is 
it?  The  debate  will  no  doubt  be  re-ignited 
next  year,  when  Sherman's  holds  a  charity 
auction  of  over  10,000  pre-Castro  cigars  from 
its  private  stock. 

The  true  cigar  smoker,  of  course,  is  open- 


minded.  Smoking  knows  no  politics.  It's 
about  the  pursuit  of  pleasure — taste  and 
aroma — and  the  indulgence  of  ritual.  Select- 
ing, cutting,  and  lighting  a  great  cigar,  revel- 
ing in  the  first  puff  of  smoke  that  has  regally 
rolled  along  six  inches  of  premium  tobacco. 
Why,  it's  enough  to  give  a  man  religion. 

Cynthia  Penney  is  a  free-lance  writer  living  in 
New"York. 


Meet    Your    Matches 

And  other  suggestions  from  the  Parts  Dept.: 

A  cutter.  Options  include:  cigar  scissors;  a  guillotine, 
preferably  with  a  curved  blade;  a  v-clipper,  which  incises  a 
small  smile  in  the  end  of  the  cigar;  a  piercer,  which  creates  a 
small  hole.  You  will  come  across  fans  and  foes  of  all  of  them. 

A  lighter.  Seasoned  smokers  watching  De  Niro  in  Cape 
Fear  were  outraged  not  by  the  blinking  breasts  of  his  lady- 
shaped  lighter,  but  by  the  fact  that  it  was  fluid,  not  butane. 
Use  of  a  fluid  lighter  will  adversely  affect  the  taste  of  the  cigar. 

Non-sulfur  matches.  The  perfectionist's  choice. 
Preferably  cedar,  which  has  a  pleasing  aroma.  Preferably  a 
cedar  taper.  Preferably  a  cedar  taper  lit  by  a  cedar  match. 

An  ashtray.  Crystal's  nice.  What's  most  important  is  that  it 
have  a  long  groove  to  hold  the  cigar  level.  If  a  cigar  tilts  into 
the  bowl  it  will  release  noxious  odors. 

A  case.  A  metal-backed  leather  case,  which  holds  a  mini- 
mum of  three  cigars,  is  considered  more  correct  than  a  tube, 
which  holds  only  one.  A  gentleman  should  always  be  prepared 
to  share. 

A  humidor.  A  humidified  box  that  stores  roughly  one 
month's  supply  of  cigars.  A  good  "starter"  size  holds  50.  The 
variety  of  styles  and  material  is  enormous,  from  acrylic  to  ster- 
ling silver  to  exotic  tropical  woods.  "A  humidor  to  a  man  is  like 
a  jewelry  box  to  a  woman,"  says  Henry  Schielein.  And  then 
there's  Herb  Granath,  president  of  Capital  Cities/ABC  Video 
Enterprises,  who  keeps  his  El  Presidentes  ("hand-rolled  by  an 
old  Cuban  gentleman  in  Key  West")  in  a  Mason  jar  installed 
with  a  humidifying  device.  "I  have  a  lot  of  fancy  wooden 
humidors,"  he  says,  "but  they're  not  as  effective  for  keeping 
the  cigars  fresh."  SB 
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Fi:\n  ki:d  tins  i»acjk  (roughly  clockwise 
from  upper  left):  Coeobolo  wood  humidor  hy 
Alfred  Dunhill,  $630.  Cigars  in  humidor  and 
ashtray  hy  Davidoff:  Ani\  ersario  No.  2,  $55 
for  4;  Zino  Veritas  Special  Selection,  $27  for 
4;  Zino  Mouton-Cadet  No.  1,  $28.75  for  5; 
Special  Robusto,  $33  for  4.  Box  of  Oxford 
No.  5  handmade  cigars  by  Nat  Sherman, 
$122.  "Unique"  table  lighter  by  Dunhill. 
$350.  Macassar  match  case  with  cedar 
matches  hy  Davidoff,  $140.  Round  guillotine 
cutter  by  Dunhill,  $160.  Crystal  and  silver 
ashtray  by  Davidoff,  $1,900.  Pocket  V-eutter 
by  Dunhill,  $130.  Stainless  steel  scissors  by 
Davidoff,  $265.  Black  lizard  carrying  case  by 
Ducas  for  Davidoff,  $300. 

Davidoff,  800-328-4365.  Alfred  Dunhill. 
800-  776-4053.  Nat  Sherman,  800-22 l-169ol 
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Sometimes, 
it's  the  most 


thing  you  do 


All  prices  approximate.  For  stores,  see  last  page. 

Left.  His  Bengal  stripe  pajamas  (sold  with  top,  not 

shown)  by  Paul  Stuart.  $125.  Her  lace  bodysuit  by  Donna 

Karan  Intimates.  $575.  Diamond  cluster  earrings  and 

emerald  cut  diamond  ring  by  Harry  Winston. 

Above:  Brass  clock  by  Tiffany  &Co.  $235.  Alligator 

wallet  by  Paul  Stuart.  $448.  Star  wheel  18k  gold  watch 

by  Audemars  Piguet.  $13,500.  Mahogany  table  from 

ABC  Carpet  &  Home.  '"Thoroughbred"  bedlinens 

from  the  Ralph  Lauren  Home  Collection. 

Below:  Brushed  chrome  shaving  stand  with  soap  dish, 

$180,  brush,  $65,  razor,  $50,  and  nylon-bristle 
toothbrushes,  $5  each,  all  by  Paul  Smith.  Grooming  prod- 
ucts, clockwise  from  upper  right:  Pasha  Eau  de  Toilette 
for  Men,  by  Carrier;  English  Fern  Eau  de  Toilette  and 
Hammam  Bouquet  Bath  Essence,  both  by  Penhaligon  s 
London;  and  After  Shave  Relief  Balm  and 
Eau  de  Toilette  Natural  Spray  from  Safari  for 
Men  by  Ralph  Lauren. 


Right:  Shirt  by  Alfred Dunhill.  $105.  Tie-back  boxers 

by  Brooks  Brothers.  $22.  Enameled  18k  gold  knots  by 

Asprey.  $1,550.  Calatrava  18k  gold  watch  by  Patek 

Philippe.  $7,850.  Her  bodysuit  by  Natori.  $84.  Diamond 

bracelet,  canary  diamond  earrings  and  ring  by  Harry 
Winston.  "Thoroughbred"  bed  linens  from  the  Ralph  Lauren 

Home  Collection.  Lamp  from  ABC  Carpet  &  Home. 

Above:  Shirts,  left  to  right:  green -and-white  stripe  with 

French  cuffs  by  Sulka,  $1 75;  blue  Glenurque  plaid  with 

French  cuffs  by  Paul  Stuart,  $90;  blue  button-down  by 

Hathaway,  $37;  blue  gingham  with  French  cuffs  by  Gieves 

&  Hawkes,  $98;  red-on-white  broadcloth  with  French  cuffs 

by  Brooks  Brothers,  $70;  red-and-white point  collar  by 

Hathaway,  $37.  Gold  watch  by  Concord.  $995. 

Below:  Diamond,  enamel  and  18k  gold  fish  cufflinks, 

$2, 750,  and  Schlumberger  18k  gold  and  malachite  links, 

$1,350,  by  Tiffany  &  Co.  Leather  box,  $116,  and  alligator 

wallet,  $448,  by  Paul  Stuart.  Tricolor  18k  gold  knots, 
$2,600,  and  18k  gold  Santos  Dumont  watch,  $4,300,  by 
Cartier.  Tie  pin  in  18k  gold,  $225,  and  with  ruby  cabo- 
chon,  $550,  by  Barbara  Bagner for  Artium.  Enamel  cuff- 
links by  Swank  for  Bloomingdale's.  $65.  Onyx  links  with 
18k  gold,  diamonds  and  rubies  by  Asprey.  $7,950. 
Silk  "Marilyn  "  kerchief  by  Alan  Flusser.  $75. 
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Left:  Wool  socks  by  Alan  Flusser.  $35.  Wingtip 
brogues  in  calfskin  by  Bruno  Magli.  $365.  Suit  by  Gieves 

&Hawkes.  $1,100.  Shirt  by  Alfred Dunhill.  $105. 

Tricolor  18k  gold  knot  cufflinks  by  Cartier.  $2,600.  Dual 

time  18k  gold  watch  by  Audemars  Piquet.  $15,500. 

Handmade  Indian  carpet  from  ABC  Carpet  &  Home. 

Above:  Socks,  clockwise  from  lower  left:  stretch 
cotton  "heart"  socks,  $25,  and  "number"  socks,  $25,  by 

Paul  Smith.  Pale  blue  cashmere,  silk  and  wool  socks, 

$88,  and  red  cashmere  socks,  $60,  by  Paul  Stuart.  Red- 

and-black  cotton  socks  by  Alan  Flusser.  $27.  Blue- 

and-yellow  wool  socks,  $30,  and  burgundy -and-green 

cotton  argyle  socks,  $30,  by  Paul  Stuart.  Olive 

wool  socks  with  shadow  diamonds  by  Polo  I  Ralph 

Lauren  Hosiery.  $16.  Blue  cotton  socks  with  pindot 

diamonds  by  Gordon  Walker  Hosiery.  $12. 

Below:  Shoes,  left  to  right:  British  tan  cap  toes  by 

Bostonian.  $165.  Chestnut  "Denbeigh"  monkstraps 

by  Edward  Green.  $495.  Dark  brown  suede 

wingtips  by  J.  M.  Weston.  $520. 


Right:  His  suit  by  Gieves  &  Hawkes.  $1,100. 

Shirt  by  Alfred  Dunhill.  $105.  Silk  tie  by  Sulka.  $85. 

Her  lace  bodysuit  by  Donna  Karan  Intimates. 

$575.  Diamond  cluster  earrings  and  emerald  cut 

diamond  ring  by  Harry  Winston. 
Above:  Three-piece  windowpane  suit  by  Greifs 
Grays  by  Gary  Wasserman.  $695.  Silk  tie  by  Countess 
Mara.  $60.  Silk  pocket  square  by  Alan  Flusser. 
$45.  Walnut-finished  beechwood  valet  by 
Brooks  Brothers.  $150. 
Below:  Silk  ties,  left  to  right  from  top  to  bottom: 
woven  burgundy  with  white  squares  by  Burma  Bibas, 
$45;  blue  with  white  rings  by  Sulka,  $85;  purple-and- 
white  gingham  by  Paul  Smith,  $90;  horizontal  black-and- 
white  stripe  by  Sulka,  $85;  green,  gold 
and  black  triangles  by  Alan  Flusser,  $75;  blue  and 
white  diamonds  by  Gieves  &  Hawkes,  $70;  twill 
red,  yellow  and  blue  fancy  print  by  Pierre  Cardin,  $32; 
green  with  gold  rectangles  by  Alan  Flusser,  $75;  blue 

with  abstract  yellow  diamonds  by  Paul  Stuart. 
$68;  and  red  with  yellow  diamonds  by  Sulka,  $85. 
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Store  Credits 


ABC  Carpet  &  Home:  ABC 
Carpet  &  Home,  888 
Broadway,  New  York,  212- 
473-3000. 

Alan  Flusser:  Alan  Flusser, 
14  E.  52nd  Street  and  50 
Trinity  Place,  New  York, 
212-888-7100;  and  Alan 
Flusser,  1826  Jefferson 
Place  NW,  Washington, 
DC,  202-223-0379. 

Alfred Dunhill:  at  all  Alfred 
Dunhill  shops  including 
New  York,  Boston,  Chica- 
go and  San  Francisco,  or 
call  800-541-0738. 

Artium:  Artium,  730  Fifth 
Avenue,  New  York,  212- 
333-5800. 

Asprey:  Asprey,  725  Fifth 
Avenue,  New  York,  212- 
688-1811. 

Audemars  Piguet:  Tourneau 
Corner,  Cellini  Fine 
Jewelry,  and  Neiman 
Marcus  stores. 

Bostonian:  for  retailers 
in  your  area,  call 
800-999-6780. 

Brooks  Brothers:  all  Brooks 
Brothers  stores,  or  to  order 
at  800-274-1815. 

Bruno  Magli:  Bruno  Magli 
shops  in  New  York, 
San  Francisco  and  Short 
Hills,  NJ,  or  call  800- 
MAGLI-22. 

Burma  Bibas:  all  Marshall 
Field's  and  Dayton-Hud- 
son stores,  and  select 
Macy's. 

Cartier:  all  Cartier  bou- 
tiques, or  call  800- 
CARTIER. 


Concord:  all  Tourneau, 
Neiman  Marcus  and  For- 
tunoff  stores. 

Countess  Mara:  Countess 
Mara,  445  Park  Avenue, 
New  York,  800-727-1037. 

Donna  Karan:  all  Neiman 
Marcus,  Saks  Fifth 
Avenue,  Bullock's,  and 
Nordstrom  stores. 


Greifs  Grays  by  Gary 
Wasserman:  The  Claymore 
Shop,  Birmingham,  MI; 
Roger  Stevens,  Milwau- 
kee; and  Barneys, 
New  York. 

Harry  Winston:  Harry 
Winston,  New  York  and 
Beverly  Hills. 

Hathaway:  Dillard's,  Fort 


Edward  Green:  Paul  Stuart 
Madison  Avenue,  New 
York;  Maus  &  Hoffman, 
West  Palm  Beach;  and 
Louis,  Boston. 

Gieves  &  Hawkes:  Bloom- 
ingdale's,  New  York;  Bar- 
neys, New  York;  and 
Boyd's,  Philadelphia. 

Gordon  Walker  Hosiery: 
Saks  Fifth  Avenue  and 
select  Macy's. 


Worth;  Strawbridge, 

Philadelphia;  and  all 
Belk's  stores. 

J.M.  Weston:  J.M.  Weston, 
42  E.  57th  Street,  New 
York,  212-308-5655. 

Natori:  all  Saks  Fifth 
Avenue,  Neiman  Marcus 
and  I.  Magnin  stores. 

Patek  Phi///)/)/':  at  fine  jew- 
elers nationwide,  or  for 


further  information  call 
212-581-0870. 

Paul  Smith:  Paul  Smith, 
108  Fifth  Avenue,  New 
York,  212-627-9770.  Some 
accessories  also  available 
at  Fred  Segal  Melrose 
Avenue,  Los  Angeles,  and 
Bergdorf  Goodman  Men, 
New  York. 

Paul  Stuart:  Paul  Stuart 
Madison  Avenue  at  45th 
Street,  New  York, 
800-678-8278. 

Penhaligon  V  London: 
Berdorf  Goodman  Men, 
New  York;  Saks  Fifth 
Avenue,  New  York;  or  to 
order  from  Penhaligon's 
London  at  01 1-44-81 - 
880-2050. 

Pierre  Cardin:  all  Broad- 
way and  Hartmarx 
specialty  stores. 

Ralph  Lauren  Home  Collec- 
tion: Polo/Ralph  Lauren 
shops  and  fine  depart- 
ment stores. 

Ralph  Lauren  Hosiery: 
all  Bloomingdale's, 
Nordstrom  and  Marshall 
Field's  stores. 

Ralph  Lauren  Safari  for 
Men:  Polo/Ralph  Lauren 
shops  and  fine  department 
stores. 

Sulka:  Sulka  shops  in 
Chicago,  New  York  and 
Beverly  Hills. 

Swank  for  Bloomingdale  's: 
all  Bloomingdale's  stores. 

Tiffany  &  Co.:  all  Tiffany 
&Co.  stores,  or  call  800- 
526-0649. 
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[  IIKED  TO  WALK  UP  FIFTH  AVENUE  AND  PICK 
OUT  ROMANTIC  WOMEN  FROM  THE  CROWD  AND 
IMAGINE  THAT  IN  A  FEW  MINUTES  I  WAS  GOING  TO 
ENTER  INTO  THEIR  LIVES."  E  SCOTT  FITZGERALD. 


; 


BRUNO  MAGLI  SMART  shoes,  smart  style. 

*"  YORK,  SHORT  HILLS,  BAL  HARBOUR,  BOCA  RATON,  SAN  FRANCISCO,  COSTA  MESA,  PHOENIX  AND  HONOLULU.  FOR  MORE  INFORMATION  CALL  1-800-MAGLI-22. 

©1992  UMA  Shoe  Company. 
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'/I j"  #  r#/^  a  man 's 

a  fool: 
When  it's  hot,  he 

wants  it  cool; 
When  it's  cool,  he 

wants  it  hot. 
Always  wanting 

what  is  not.  v' 


Hot  Drinks  For  A  Cold  Season 


fin 
111  I 


By  Don  Vivant 


The  foregoing  jingle  (from  the  Don's  childhood) 
seems  to  make  a  point  about  how  perverse  a 
man  can  be.  Not  "perverse"  in  the  modern 
sense  of  perverted,  but  perverse  (wrong-headed)  in 
always  wanting  something  other  than  what  he  has.  It's  a 
similar  thought  to  "the  grass  always  looks  greener  on 
the  other  side  of  the  fence." 

But  clearly  that's  actually  true.  It  does  look  greener.  Go 
out  and  stand  there  at  vour  boundarv  line  and  look.  Look 


down  at  the  grass  on 
your  side,  there  by 
your  feet.  You  see  the 
network  of  tan  dead 
grass  under  the  bright  F'5u«e   r"0;^K'^  ^  *w»  rt°T 

,.      ,  T"*  p    ^AT€C*       'W    AMERICA       C    |«Ho 

green  new  blades  top- 
ping, and  maybe  you  even  see  the  brown  earth  under 
that.  Now  look  up  and  across  at  your  neighbor's  lawn.  All 
you  see  are  the  tips  of  the  bright  green  shoots,  the  new 


(kEB     -nrXT    Foft     £X?L  AAJATIOA/) 


blades  on  top.  It  may  not  be  greener  over 
Fl&uHE  o\/H?  WHY  "THE-  G-fcASS  /\£-WAys  ^oks  there,  but  it  looks  greener,  just  the  way  the 
G-f\EEN5f?-      aN    TH6    oTHEEft    Slt>£     OF     THE     ^B^CE:   adage  says.  (Kindly  refer  to  Figure  One.) 

Now  then,  as  far  as  a  man  wanting  some- 
thing cool  when  it's  hot,  that's  true  too.  A 
man  who's  played  tennis  in  the  sun  in  July 
wants  a  nice,  cool  gin-and-tonic.  Granted 
he  didn't  play  as  well  as  he  could  have,  but 
no  one's  tennis  is  «w  what  it  could  be.  At 
least  half "of  tennis  is  dreaming  about  what- 
might-have-been.  But  the  man's  still  enti- 
tled, maybe  even  more  entitled,  to  a  cold 
drink  when  he's  hot  and  sweaty  and  vexed. 
Nothing  perverted  about  that. 

Now  that  same  man's  been  out  ice 
skating,  say,  not  doing  it  the  way  he 
dreams  of  doing  it,  of  course,  not  execut- 


rop  LAye^  EARTH  un>6«Jsf6ATH 

of  weuiff-RAss  CSrtowAi') 


or  fieAD  grass  / 
Ctam)  ~s 
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Toddies  are  absolutely  delicious,  and 
by  choosing  the  kind  of  booze  you  like 
and  the  kind  of  spices  you  like,  in 
short  order  you  will  concoct  your  own 
favorite,  the  way  toddies  have  been 
made  in  your  family  for  generations. 

Try  as  you  may,  though,  you  will 
never  improve  on  the  four-ounce  drink 
described  in  Figure  Three,  with  its 
Consequent  Effects,  as  shown  in  Fig- 
ures Four  and  Five. 

A  drink  with  far  more  tradition  than 
currency  is  the  flip.  The  flip  was  a  pop- 
ular drink  in  cold  Olde  New  England:  a 
big  feature  in  those  Colonial  tap-rooms 
ing  any  of  those  elegant,  graceful  turns  and  twirls  he      with  the  kegs  of  cheerful  rums  and  jolly  ales  and  roaring 
dreams  of  himself  doing.  He's  even  fallen  down  two  or      fire-places  where,  as  James  Russell  Lowell  wrote — 


HOT   BUTTERED  RUM 
Individual  Serving 

Place  in  a  hot  tumbler: 

1  teaspoon  powdered  sugar 
Add: 

%  cup  boiling  water 

V*  cup  rum 
1  tablespoon  butter 
Fill   class   with  boiling   water.     Stir   well. 
Sprinkle  on  top: 

Freshly  grated  nutmeg 
This  is  an  old-time  New  England  con- 
ception of  an  individual  portion.  It 
may  be  modified.  Curious,  isn't  it,  that 
the  Pilgrims  made  rum — especially  a 
drink  like  this  one,  which  has  been  said 
to  make  a  man  see  double  and  feel 
single. 


three  times,  when  he  hadn't  dreamed  of  doing  that  at 
all,  and  he's  freezing  cold  and  understandably  more 
than  a  little  vexed.  He  wants  a  drink.  And  just  because  it 
is  cold,  he  wants  it  hot.  He  wants  a  nice  warming  drink. 

It's  true  that  any  alcoholic  beverage  will  warm  this 
man  up  eventually,  and  assuage  his  vexation  at  least 


"Where  dozed  a  fire  of  beechen  logs  that  bred 
Strange  fancies  in  its  embers  golden-red, 
And  nursed  the  loggerhead,  whose  hissing  dip, 
Timed  by  wise  instinct,  creamed  the  bowl  of  flip. " 
That  loggerhead  that's  nursing  in  the  fire  there,  in 
the  middle  of  that  wretched  poem,  is  not  some  poor  tur- 


temporarily.  And  if  what  he  wants  is  just  something      tie,  but  rather  (to  quote  Webster  this  time),  a  "long-han- 


quick  and  hot  in  his  blood  stream,  then  gin  in  a  tumbler 
with  hot  tap  water  will  always  do  the  job.  All  that's 
needed  is  to  turn  the  correct  faucet  on,  and  let  the  water 
run,  for  a  minute,  to  get  it  hot.  (See  Figure  Two.) 

Gin-and-hot-tap-water  is  how  the  simple  folk  live. 
Complex  folks  seem  to  want  more  complicated  cures  for 


died  iron  tool  terminating  in  a  ball  or  bulb  used,  when 
heating,  to  melt  tar,  to  heat  liquids,  as  flip,  etc." 

There  seems  to  be  no  consensus  recipe  for  flip.  Some 
of  the  ingredients  mentioned  variously  are:  sugar,  ale, 
dried  pumpkin,  rum,  brandy,  molasses,  cinnamon  sticks, 
sherry,  grated  nutmeg,  port,  beer  and  hard  cider.  Use 
any  or  all  of  these  as  you  wish,  and  then  add  the  one 
ingredient  always  called  for:  beaten  eggs. 

The  idea  is  to  heat  the  loggerhead  red-hot  in  the  fire- 
place, then  plunge  it  into  the  flip  mixture  to  get  it  to 
froth  and  steam  and  gush  and  foam  and  generally  erupt 
all  over  the  place.  This  can  be  a  really  fun  and  really 
exciting  experience. 

Remember,  these  hot  drinks  for  a  cold  season  are 
supposed  to  be  convivial and  companionable.  If  your 
heart's  not  in  it  for  convivial  wassailing,  then  there's  just 
no  point  in  mixing  up  a  huge  bowl  of  mulled  cider  or 
foamy  flip  and  then  just  standing  there,  all-by-self,  ladle 
in  hand  by  the  big  cut-glass  punchbowl,  attempting  a 
solitary  wassail.  You'd  do  much  better  to  turn  to  good  old 
reliable  gin-and-hot-tap-water,  which  is  ordinarily  pre- 
pared on  a  simple  basis  that  is  both  ad  hoc  and  ad 

what  ails  them.  Mulled  wine  and  mulled  cider  is  a  step     hominem — and  is  consequently  usually  drunk  alone,  and 

in  that  direction,  but  they're  still  pretty  simple  to  make:      as  morosely  as  possible. 

to  "mull,"  simply  heat,  sweeten  and  spice.  Use  cloves,  But  why  not  cheer  up  and  have  the  neighbors  over? 

nutmeg,  cinnamon,  and  lemon,  as  desired.  A  toddy  is      They're  all  so  simple-minded  they  think  the  grass  is  green- 
sugar  with  whiskey,  rum  or  brandy,  a  cinnamon  stick,  a      er  on  your  side  of  the 

slice  of  lemon,  stuck  with  cloves  if  you  like  them — and      fence  than  it  is  on  theirs. 

then  pour  boiling  water  into  the  mug  over  a  silver  table-      Gather  them  around  the 

spoon  to  conduct  off  some  of  the  heat  so  the  mug     jolly  wassail  bowl  and 

doesn't  crack.  The  spirits  aren't  heated  on  the  stove,  as     just  wassail  your  heavy 

when  mulling,  because  the  alcohol  would  evaporate,      little  hearts  out  together.  38 
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Hawaii 


On  $2,500  A  Day 

Eschewing  his  usual  tent  and  canoe,  Paul  Theroux 
encamps  at  the  world's  most  expensive  bungalow. 


W  \S   NERVOUS   ABOUT 

asking  how  much 
Orchid  Bungalow,  my 
luxury  dwelling  by 
the  sea,  was  going  to 
cost  me — it  was  said 
to  be  the  most  expensive,  the 
most  sumptuous  in  Hawaii,  and 
that  was  saying  a  great  deal, 
because  already  I  had  felt  Hawaii 
to  be  the  most  orchidaceous  place 
on  earth. 

Still,  I  risked  the  question 
when  I  saw  Ms.  L'Eplattenicr,  the 
Bungalow  manager. 

"It's  two  thousand  five  hundred 


dollars  a  day,"  she  said,  flinging 
back  the  drapes  to  show  me  my 
swimming  pool. 

I  must  have  w  inced,  because 
she  turned  back  to  me  and  smiled. 

"That  includes  Continental 
breakfast,"  she  added. 

This  was  the  Kohala  Coast, 
just  north  of  Kealakekua  Bay, 
where  Captain  Cook  was  clubbed 
to  death  in  February  1799.  It  is 
impossible  to  travel  in  the 
Pacific,  even  for  a  short  time,  and 
not  develop  an  admiration  for 
this  hero  of  navigation  and  dis- 
covery, who  was — amazingly,  for 


a  great  captain — a  thoroughly 
good  man... 

Orchid  Bungalow  was  one  of 
four  luxury  bungalows  at  the 
Mauna  Lani  Resort,  and  because  a 
golf  tournament  was  in  progress, 
my  neighbors  were  Arnold  Palmer 
(in  Plumeria),  Lee  Trevino  (in 
Hibiscus),  and  Gary  Player  (in  Bird 
of  Paradise).  Jack  Nicklaus  had  just 
moved  out  of  Orchid.  Golfers  were 
the  only  people  swinging  clubs  on 
this  coast  these  days. 

"A  strange  thing  happens  to  our 
guests  in  the  bungalows,"  the  resi- 
dent manager  of  Mauna  Lani  told 
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me.  "They  get  what  we  call 
'bungalow  fever' — they  check  in 
and  eat  all  their  meals  in  them. 
They  use  their  twenty-four-hour 
butler  service.  They  give  parties, 
they  have  cookouts.  They  don't 
leave.  And  when  it  comes  time 
to  check  out  they  don't  really 
want  to  go." 

The  current  record  for  stay- 
ing in  one  of  these  $2,500-a- 
night  bungalows  is  held  by  the 
actor  Dustin  Hoffman,  who 
checked  in  and  did  not  emerge 
until  twenty-eight  days  later. 

The  sun  was  shining  on  the 
snowcapped  crater  of  Mauna 
Loa  the  day  I  checked  into 
Orchid  Bungalow,  and  almost 
the  first  thing  I  saw  from  the 
veranda  (or  lanai)  was  an  enor- 
mous humpback  whale,  which 
breached  and  slapped  its  tail 
throughout  the  afternoon. 

That  night  I  was  invited  to  a 
party  at  the  hotel — something  to 
do  with  the  golf  tournament. 
The  moonlit  Pacific  lay  just 
beyond  the  raw  bar,  where 
Bryant  Gumbel  stood,  beaming 
expansively.  The  president  of 
Rolex,  lifting  a  grilled  prawn  to 
his  lips,  displayed  his  wrist- 
watch,  a  Rolex  El  Presidente — 
he  had  handed  out  at  least  one 
that  day  to  a  successful  golfer.  I 
was  in  conversation  with  a  man 
wearing  an  ugly  shirt. 

"I've  got  a  twin-engine  jet 
with  a  Harley-Davidson  on 
board.  I  can  go  anywhere  in  the 
world.  Where  should  I  go?  Don't 
say  Yerp.  I  hate  Yerp." 

"Know  where  his  money 
comes  from?"  someone  said  to 
me  later*  "He's  a  multimillion- 
aire. His  father  invented  the 
supermarket  shopping  cart." 

"It's  like  inventing  the  spoon," 
I  said.  "Or  the  can  opener." 

"Charro  and  Sylvester  Stal- 
lone have^  houses  in  Kaua'i," 
someone  else  was  saying.  "She 
was  married  to  Xavier  Cugat. 
We  used  to  see  Willie  Nelson 
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jogging  on  Oahu." 

"If  you  understand  Japanese 
banks  you  understand  Japanese 
investment  in  Honolulu.  People 
just  off  the  plane  were  getting 
mortgages  of  between  two  and  five 
percent,  and  they  could  borrow  up 
to  a  hundred  and  twenty  percent 
of  the  purchase  price." 

"The  Japanese  love  Disney 
memorabilia — Mickey  Mouse, 
especially.  But  they're  also  into 
quality.  Hermes  opened  a  store  in 
Honolulu  strictly  for  the  Japanese 
market.  We're  talking  silk  shirts  at 
thirteen  hundred  dollars  a  pop." 

"They  used  to  pee  in  the  sink," 
a  hotelier  was  reminiscing,  smiling 
at  the  memory.  "This  was  only  ten 
or  fifteen  years  ago,  in  a  good 
hotel — well-to-do  guests. 
They  stood  on  the  toi- 
let seat  to  do  number 
two.  I  guess  they  were 
used  to  poor  sanitation 
in  their  country.  They 
stretched  out  on  the 
lobby  seats  and  had 
naps.  They  walked  in 
the  public  rooms  in 
their        pajamas — 
kimonos,  whatever. 
We    had    to    print 
notices.  'Please  do 
not  pee  in  the  sink.'" 

Across  the  lawn, 
Japanese  tycoons  look- 
ing deceptively  childlike 
were  clustered  around  Arnold 
Palmer — his  name  was  impossibly 
difficult  for  them  to  pronounce. 
They  had  flown  in  from  Tokyo  for 
the  tournament,  and  here  they  were 
proffering  their  caps  and  visors  for 
him  to  sign,  which  he  did  without  a 
protest. 

One  of  those  Japanese  gentle- 
men moved  into  Plumeria 
Bungalow  after  Arnold  Palmer  had 
moved  out.  Each  day  a  stretch 
limousine  drew  up  to  the  front 
door  and  the  family — father,  moth- 
er, four  children — disappeared 
inside  and,  hidden  by  its  black 
windows,  were  whisked  away.  But 


they  were  soon  back  in  the  bunga- 
low garden,  sniffing  flowers  and 
thrashing  in  the  pool. 

A  sort  of  bungalow  fever  afflict- 
ed the  golfers.  Gary  Player  wanted 
to  bring  the  butler  with  him  to 
South  Africa,  and  he  was  so  taken 
by  the  bungalow's  design  that  he 
asked  the  management  for  a  copy 
of  the  architect's  plans.  One  of  the 
other  golfers — Nicklaus,  I  was 
told — also  insisted  on  a  copy  of  the 
floor  plan.  And  all  of  them  said 
they  would  be  back,  as  soon  as 
possible:  The  luxury  had 
not  been  exaggerated, 
nor  had  the  daily  rate 
put  them  off. 


Or  did  they  get  it  free?  Some  of 
them  were  walking  billboards.  Lee 
Trevino  had  a  contract  to  wear  a 
hat  advertising  a  Japanese  make  of 
car — and  he  never  took  the  hat  off. 
A  prominent  golfer  like  Trevino 
could  get  half  a  million  dollars  to 
wear  one  of  those  hats.  They  wore 
patches  on  their  shirts.  They  had 
big  visible  logos  on  their  golf  bags. 
They  would  have  called  them- 
selves sportsmen,  but  some  of 
them  were  merely  glorified  sand- 
wich boards. 

Gillian,  the  woman  who  had 
told  me  the  price  of  the  bungalows 


and  added  memorably,  That 
includes  Continental  breakfast, 
stopped  in  at  Orchid  Bungalow  to 
make  sure  I  was  comfortable. 
"I  am  very  comfortable,"  I  said. 
This  bungalow  had  two  enor- 
mous bedrooms,  each  with  its  own 
spa  area — steam  bath,  whirlpool 
bath,  orchid  garden;  a  central 
lounge  area  was  about  half  the  size 
of  a  basketball  court,  with  a  cathe- 
dral ceiling,  and  the  entertainment 
center  in  the  southwest  corner  of 
the  lounge  was  supplied  with  a  televi- 
sion, VCR,  tape  deck,  and  CD  player. 
I  could  have  added,  /  often  sleep 
in  a  tent. 

This  bungalow  had  recently  fig- 
ured in  an  episode  of  the  popular 
television  show  "Lifestyles  of  the 
Rich  and  Famous,"  she  said.  She 
pointed  out  how  the  tables 
and  some  of  the  furniture 
had  been  cut  from  solid 
blocks  of  Italian  marble, 
that  the  carpets  had  been 
loomed     in     England 
using   the    designer's 
marble-matching  pattern 
of  burgundy  and  gray. 
Had  I  noticed  the  bar — sev- 
enteen full  bottles  of 
liquor?  She  wondered 
whether  I  had  any 
questions  about  the 
pool,  which  was 
exclusively  mine, 
as  was  the  out- 
door Jacuzzi  nearby. 
"We  put  out  some  CDs  we 
thought  you  might  like,"  she  said. 

Kenny  Rogers,  Fleetwood 
Mac,  Eric  Clapton,  Cher.  Never 
mind.  I  had  a  whole  catalogue  to 
choose  from. 

"The  chef  will  be  over  shortly  to 
take  your  instructions  for  lunch  and 
dinner,"  she  said,  and  she  vanished. 
That  was  something  I  was  to 
take  for  granted — the  sudden 
apparition  of  a  butler  or  n  maid, 
setting  out  fruit  juice  or  caviar, 
skimming  the  pool,  bearing  flow- 
ers or  fruit.  It  was  all  accom- 
plished   without    a    sound.    ;is 
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though  these  people  trembled  a 
few  inches  above  the  floor.  Any 
request  I  made  was  carried  out 
instantly,  gracefully,  and  with- 
out any  pomposity — no  Jeeves 
nonsense,  but  rather  speed  and  a 
smile,  from  Richard,  my  person- 
al pool  attendant,  to  Orrin  my 
butler,  who  served  the  meals 
and  opened  the  champagne. 

Each  morning  before  I  did 
anything  else  I  strolled  from  the 
bedroom  to  the  lounge  and 
opened  the  sliders  to  the  lanai, 
walked  around  the  pool  to  the 
edge  of  my  domain,  where  a  fish 
pond,  my  own  fish  pond,  with 
appropriately  big  fish  circulating 
in  it,  separated  me  from  the 
beach.  There  were  coconut  palms 
leaning  over  the  sand,  and  the 
lagoon  at  the  edge  of  the  bay  was 
greener  than  the  sea.  The  beach 
was  mine,  the  whole  Pacific  was 
mine,  all  by  the  happy  isles  of 
Oceania;  and  so  was  this  luxury 
bungalow.  But  wasn't  my  chef  a 
trifle  overdue?  When  I  saw  a 
human  being  on  the  beach  I 
became  slightly  miffed  and  pout- 
ed in  my  luxury  bungalow,  won- 
dering whether  I  should 
summon  my  security  guard,  until 
I  remembered  that  in  Hawaii  the 
beaches  are  for  everyone. 

That  momentary  sense  of 
violation  at  seeing  another  per- 
son on  the  beach,  the  glimpse  of 
Friday's  footprint,  in  a  manner 
of  speaking,  helped  me  to 
understand  how  quickly  I 
became  habituated  to  this  bil- 
lionaire's life.  Hey,  I  could  get  used 
to  this!  people  say,  when  some- 
thing unexpectedly  pleasant 
comes  thjeir  way.  They  are 
telling  the  truth.  To  rephrase 
Tolstoy,  All  luxury  is  the  same, 
but  misery  for  each  person  is 
miserable  in  its  own  way.  And  it 
is  the  easiest  thing  in  the  world 
to  become  corrupted  by  the 
good  life.  Once  you  have  flown 
first-class  in  an  airline  an 
economy  seat  is  intolerable:  After 
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you  have  tasted  luxury  you  are 
changed,  and  there  is  no  cure  for  it. 
Pain  does  not  create  a  long-lasting 
memory,  but  the  memory  of  luxury 
exerts  itself  forever.  That  is  wonder- 
ful, the  memory  of  happiness  being 
so  strong,  but  I  can  imagine  circum- 
stances when  it  might  become  a 
curse.  It  could  be  a  crueler  punish- 
ment than  torture — giving  a  person 
a  taste  of  heaven,  creating  a 
habit,  and  then  whisking  the 
victim  away  to  suffer  without  it. 

The  hitch  at  Orchid  Bungalow 
was  that  the  day  was  not 
long  enough.  I  wanted 
to  read,  lie  in  the  sun, 
exercise,  swim,  sit  in 
the     Jacuzzi,     eat    ■. 
lengthy  sumptuous   \ 
meals,  drink  cham- 
pagne, and  listen  to 
music  all  at  once.  I 
discovered  that  some  of 
these  activities  could  be 
combined.  Now  I  under- 
stood why  many  multi- 
millionaires  —  Axel 
Springer  and  Somerset  :j 
Maugham     were      but 
two — received    annual 
injections  of  longevity 
potions.  The  science  of 
life  extension  is  funded  by 
a  large  number  of  very 
wealthy  individuals,  who 
have    the    most    selfish 
motives.  There  is  some- 
thing about  the  pure  effortless 
pleasure  of  being  hoggishly,  skit- 
tishly rich  that  must  make  you 
want  to  live  longer. 

The  fact  that  the  sun  was  shin- 
ing on  me  out  of  a  cloudless  sky  in 
what  was  by  any  reckoning  one  of 
the  most  beautiful  places  in  the 
world  only  enhanced  what  was 
already  wonderful.  It  is  hard  to 
improve  on  bliss,  but  Orchid 
Bungalow  proved  that  it  was  possi- 
ble. The  only  way  I  could  imagine 
myself  happier,  more  comfortable 
or  contented,  was  to  have  someone 
else  to  share  this  bliss  with. 

"What  if  I  wanted  to  have  a  din- 


ner party?"  I  asked  the  chef,  Piet 
Wigmans,  when  he  came  to  take  my 
order  one  day.  "Say  six  people." 

"Anything  you  like,"  he  said. 
He  suggested  the  food  we  might 
have — the  various  local  fish,  tuna 
and  opakapaka  (snapper),  shrimp 
from  O'ahu,  crabs,  and  so  forth. 
There  were  also  Maine  lobsters* 
New  Zealand  mussels,  Chilean 
asparagus,  fresh  avocados,  and  pas- 
sion fruit — and  he  was  a  master 
chef;  he  had  run  great  kitchens  in 


San  Francisco  and  Dorado  Beach. 
("How  did  you  make  out  in  Puerto 
Rico?"  I  asked.  He  replied,  "Fine. 
I  have  a  whip.") 

I  chose  spicy  Dungeness  crab 
soup,  followed  by  spinach  salad 
with  avocados.  The  main  course 
would  be  sauteed  opakapaka  with 
citrus  sauce  and  stir-fried  baby 
asparagus  and  snow  peas  and  garlic- 
potatoes.  For  dessert,  chocolate 
Grand  Marnier  souffle.  As  soon  as 
any  chef  mentions  baby  vegetables 
you  know  you're  into  three  figures. 

"And  now  shall  we  discuss  the 
wines?"  Chef  Piet  asked. 


We  settled  on  the  wines — four 
altogether — and  then  feeling  slight- 
ly weary  from  all  these  decisions  I 
reinvigorated  myself  with  a  swim 
and  a  little  nap  on  my  sunny  lanai. 

The  guests,  my  new  Hawaiian 
friends,  were  delightful — intelli- 
gent and  shining  with  health  and 
accomplishment,  all  of  them  resi- 
dents of  this  little  paradise  and 
suitably  impressed  with  my  bunga- 
loid  version  of  Xanadu. 

One  of  the  guests  was  the  dis- 
tinguished trial  lawyer  George 
Davis,  still  brilliant  and 
active  at  the  age  of 
eighty-three,  look- 
ing    a     bit     like 
Robert  Frost.  At 
one   stage   in   the 
dinner  he  recalled 
the    last    night    he 
spent       with        his 
doomed  client  Caryl 
Chessman,  which  was 
Chessman's  last  night 
on    earth,    in    1960. 
Chessman    had    not 
killed  anyone.  He  had 
been  convicted  of  being 
involved  in  a  bungled 
kidnapping — he     had 
protested  his  innocence 
in  a  famous  and  eloquent 
book,  which  had  been 
utterly  convincing.  The 
crime  was  not  serious  by 
today's  standards,  and  even 
if  he  had  committed  the  crime 
today  he  would  not  have  been 
executed  for  it — it  was  no  longer  a 
capital  offense. 

That  night  Chessman  said  good- 
bye to  his  attorney.  His  parting 
words  were,  "George,  you're  shak- 
ing hands  with  a  dead  man."  A  few 
hours  later  he  was  electrocuted. 

After  dinner,  when  I  was  alone, 
I  walked  outside.  The  pool  was 
glowing,  the  palms  rattling,  the 
moonlight  lay  liquefied  on  the 
Pacific.  I  sat  under  a  jewelled  sk\ 
having  difficulty  imagining  what 
death  row  must  be  like.  I  took  out 
my  pocket  calculator  and  began 


162  FORBES 


FYI 


tapping  away — peep,  peep, 
peep.  Ah,  yes.  At  $2,500  a  day,  it 
would  cost  me  32  million  dollars  to 
live  in  Orchid  Bungalow  until  the 
year  2015,  when  I  would  be 
eighty-three  years  old. 

It  had  taken  only  two  days  for 
this  luxury  to  affect  me,  but  it 
did  so  profoundly.  It  was  a  shock 
to  my  system  that  in  a  very  short 
time  transformed  me,  as  luxury 
will — like  a  drug.  It  was  wonder- 
ful being  supine  and  semi- 
comatose in  the  sunshine,  but  it 
was  also  a  bit  like  being  a  zoo 
animal — wallowing  in  the  sort  of 
captivating  comfort  that  I  felt 
would  numb  me  and  then  make 
me  fat  and  crazy.  On  the  other 
hand,  I  wasn't  terribly  worried: 
At  these  prices  there  wasn't  an 
earthly  chance  of  this  luxury 
lasting  much  longer. 

I  resisted  it  a  little.  I  became 
reclusive  and  abstemious.  I 
began  living  in  a  corner  of  the 
bungalow  and  working  hard  to 
break  the  day  into  three  distinct 
parts — morning  (tea  and  writ- 
ing), afternoon  (light  lunch, 
swimming,  then  poaching 
myself  into  exhaustion  in  the 
hot  tub),  and  evening,  which 
was  built  around  one  of  Chef 
Piet's  dinners,  an  elaborately 
choreographed  event,  no  matter 
what  was  on  the  menu — usually 
a  hundred  dollars'  worth  of  seal- 
ife  so  deliciously  prepared  that  I 
stopped  asking  the  butler  for  the 
Tabasco  sauce. 

The  sun  shone  unceasingly 
upon  the  sea,  and  the  hump- 
back— my  daily  whale — bucked 
and  slapped  just  offshore.  I  was 
living  in  ajl  this  Hawaiian  splen- 
dor, and  yet  I  was  also  a  specta- 
tor to  it,  enclosed  by  a  bungalow 
so  protective  it  was  like  a  com- 
plicated organism,  feeding  me, 
cooling  me,  lulling  me  to  sleep 
with  maternal  caresses.  It  was 
an  existence  just  about  summed 
up  in  the  expression  "splendid 
isolation."© 


SPINNING  AROUND 

THE  DANCE  FLOOR  WITH 

A  GLASS  OF  WHISKY  ON  HIS  HEAD 

was  how  guests  would  often  find  Arshak,  youngest  of  the  Sarkies  brothers  who  founded 
Raffles  Hotel.  His  favourite  party  trick  was  to  balance  a  full  glass  of  whisky  on  his  bald 
head,  and  waltz  around  the  majestic,  marble  ballroom  without  spilling  a  drop.  Yet  another 
charming  story  that  adds  to  the  legend  that  is  Raffles,  the  ideal  place  to  stay,  to  shop,  to 

dine,  or  to  simply  sip  on  i  sling.  (  \(Jfi|M))  1  Raffles  Hotel.  1  Beach  Road. 
Singapore  0718.  Telephone:  337  1886.  Telex:  RS  39028  RHSIN.  Fax:  339  7650. 

RAFFLES  HOTEL  IS  MANAGED  BY  RAFFLES  INTERNATIONAL  LIMITED.  SINCAPORE. 
UNITED  STATES.  TEL:  TOLL  FREE  (800)  525  4800  OR  FAX:  (817)  5-15  1184.  CANADA.  TEL:  TOLL  FREE  (1800)  525  4800. 
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When  there 
are  bandits  at 
two  o'clock,  it's 
time  for... 


GUNS, 


By  Charles  S.  Dubow 
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For  those  who  find  video  games  a  tad  tame 


1NOW  UNDERSTAND  WHY  THE 
mortality  rate  among  fighter 
pilots  is  so  high:  most  of  them 
want  to  die.  At  least  I  know  I  did 
when,  last  June,  I  had  a  chance  to 
play  Steve  Canyon  over  the  skies 
of  South  Florida.  It  is  very,  very 
difficult  to  overcome  the  waves  of 
nausea  surging  inside  you  as  you 
dive  and  roll  through  the  clouds. 
The  human  body  is  designed  to  do 
many  things — but  not  this.  I  felt  as 
though  I  was  being  worked  over  by 
two  sadistic  elephants;  one  of  them 


was  sitting  on  me  and  the  other 
was  punching  me  in  the  stomach.  I 
stared  at  the  airsick  bag  w  inking  at 
me  from  the  console  but  couldn't 
bring  myself  to  use  it.  Through 
the  pain,  my  co-pilot's  warning 
crackled  on  the  headset,  "Bandit 
at  two  o'clock."  Good,  I  thought. 
Kill  me,  quickly. 

For  anyone  who  has  ever 
watched  Dawn  Patrol  on  the  late 
show,  the  idea  of  winging  through 
the  heavens  in  pursuit  of  the  Hun 
is  appealing.  In  this  day  of  Game 


Boy  and  Virtual  Reality,  however, 
too  many  people  are  contented  to 
experience  the  "thrill"  of  combat 
flying  while  sitting  in  a  chair  safe 
on  the  ground.  For  those  who  want 
something  more  realistic — and  it 
doesn't  get  any  more  real — the 
folks  at  Fighter  Pilots  I  SA  arc  just 
the  ticket. 

"The  planes  are  Marchetti  fight- 
er-trainers," according  to  my  co- 
pilot Lt.  Col.  Tim  DesMarais, 
USAF  (Ret.),  chief  pilot  at  Fighter 
Pilots    USA.    "It    has   a    260-hp 
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Lycoming  engine,  and  can  fly 
235  knots  (270  mph)  an  hour. 
They're  used  by  over  20  air 
forces  in  the  world  to  train  their 
fighter  pilots  in  combat  tactics 
and  maneuvers.  The  U.S. 
doesn't  use  them  because 
they're  made  in  Italy — but 
they're  the  best  in  the  world."  I 
sidle  up  to  one,  nodding  sagely 
but  essentially  ignorant  of  the 
plane's  true  worth.  I  nearly  kick 
the  tires.  The  closest  I  have  ever 
come  to  a  cockpit  before  is  sit- 
ting in  first  class,  yet  today  I  will 
be  expected  to  fly  the  Marchetti 
myself.  It  will  not  be  a  solo 
flight,  needless  to  say. 

The  Marchetti  is  a  small  two- 
seater,  looking  not  unlike  an 
aerodynamic  mosquito.  It  is  a 
propeller-driven  craft,  with  long 
wings  that  taper  out  from  its 
body.  "You  can  do  anything  with 
this  plane,"  DesMarais  tells  me. 

One  thing  it  can  do  very  well 
is  fly  upside  down.  "Keep  a  vec- 
tor running  from  the  bottom  of 
the  plane  through  your  body  all 
the  way  out  the  top  of  your 
head,"  I  am  told;  "as  long  as 
your  body's  in  a  straight  line — 
even  if  you're  parallel  to  the 
ground — you'll  be  able  to  stay 
sharp."  I  make  the  mistake  of 
trying  to  lift  my  head  during  a 
roll  and  immediately  regret  it. 
My  head,  encased  in  a  regula- 
tion helmet,  seems  filled  with 
cement.  "You  remember  in  Top 
Gun  when  Cruise  is  whipping  his 
head  around  in  his  plane?"  Mark 
Lester,  formerly  a  USAF 
Captain  who  now  works  at 
Fighter  Pijots  USA,  asks  me. 
"It's  all  buLjs — t.  If  he  moved  his 
head  like  that  at  all,  he'd  break 
his  neck.  In  fact,  all  of  that 
movie  was  bulls — t." 

The  reason  for  this  is  that 
gravity  is  working  against  you. 
Although  the  Marchetti  cannot 
attain  the  sort  of  speeds  an  F-16 
can,  the  G-forces  at  work  can 
still  impede  your  movements. 


Now  you  can  have  complete  weather  information  literally  at  your  fingertips. 
Sophisticated  in  design,  yet  easy  to  operate,  the  Weather  Monitor  II  offers  you  the  most 
complete  state-of-the-art  weather  monitoring  system  with  anemometer,  external 
temperature  sensor,  and  easy-to-read  LCD  display.  Also,  be  sure  to  ask  about  our 
Weatherlink,  which  allows  you  to  record,  summarize,  and  graph  weather  information  on 
your  IBM®compatible  PC.  The  Weather  Monitor  II.  It's  as  miraculous  as  the  weather  itself. 


FEATURES  INCLUDE: 

•Inside  &  Outside  Temps 

•Barometer 

•Wind  Speed  &  Direction 

•Wind  Chill 


•Time  &  Date 
•Alarms 

•Instant  Metric  Conversions 
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•Optional  PC  Interface 


The  Professional  Home  Weather  Station 
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'You  remember  in  Top  Gun  when  Cruise  is  whipping  his  head  around  in  his  plane?",  asks  one 
instructor.  "It's  all  bulls — /.  If  he  moved  his  head  like  that  at  all,  he'd  break  his  neck." 


"The  guy  who's  able  to  make  the  tightest  turn,  to 
pull  the  most  positive  Gs,  is  the  guy  who's  going  to 
win,"  DesMarais  explains. 

The  idea  behind  Fighter  Pilots  USA  is  that  not 
only  do  you  fly  the  plane  yourself  but  also  that  you 
engage  in  actual  aerial  dogfights  with  another  plane. 
(I  know,  a  daunting  prospect.)  When  the  attacking 
plane  registers  a  kill,  the  loser  trails  smoke.  The  only 
thing  missing  is  the  bullets.  "Husbands  and  wives 
love  this  sort  of  thing,"  DesMarais  chuckles;  "it  can 
get  pretty  competitive  up  there." 

But  before  you  move  into  the  dogfighting,  your  co- 
pilot sees  to  it  that  you  get  the  hang  of  the  plane  first. 
Five  minutes  after  takeoff,  DesMarais  tells  me  to 
take  the  controls.  I  grip  the  joystick  with  a  deathlock. 
My  innards  loosen.  I  feel  like  a  novice  skier  who  has 
just  been  pushed  down  the  slope  by  his  instructor. 

After  a  few  minutes  on  learning  basic  maneuvers,  I 
hit  my  first  mogul.  Speeding  by  the  other  plane,  bat- 
tle is  joined.  As  my  opponent  breaks  away,  I  follow, 
copying  his  every  move.  The  most  important  thing  is 
to  keep  him  in  the  cross  hairs  of  my  gunsight.  The 
other  most  important  thing  is  not  to  let  him  get  me  in 
the  cross  hairs  of  his  gunsight.  So  when  he  climbs,  I 
stay  right  behind  him. 

"That's  a  High  Yo-Yo,"  my  co-pilot  tells  me, 
repeating  one  of  the  terms  heard  during  the  prc- 
flight  briefing.  Seconds  later,  the  target  rolls  away, 
and  we  dip  through  the  clouds  in  pursuit.  I  lock  onto 
the  quarry  and,  shouting  "Guns,  Guns,  Guns!"  into 
the  headset,  press  the  firing  button.  Seconds  later  a 


stream  of  smoke  announces  the  kill.  We  have  tri- 
umphed. We  feel — good. 

But  you  do  not  always  win.  Defending  is  the  less 
fun  part  of  dogfighting.  (Avoid  it  whenever  possible.) 

Back  on  the  ground  I  step  out  of  the  plane  and 
notice  that  my  jumpsuit  is  soaked  through  with  sweat. 
Although  I  no  longer  feel  like  throwing  up,  after  being 
in  the  air  for  one  hour  I  am  exhausted.  "Your  body's 
working  double-time  up  there,"  DesMarais  tells  me, 
"just  because  you're  sitting  down  doesn't  mean  it's 
not  hard  work." 

Before  the  post-flight  "debriefing,"  someone  com- 
ments that  they  have  never  seen  anyone  turn  my  par- 
ticular shade  of  green.  I  am  handed  a  beer  but  refuse, 
not  because  I  am  not  fighter  jock  material  but 
because  my  stomach  hasn't  yet  given  me  the  go-code 
for  "It's  Miller  Time." 

"We're  building  a  new  office,"  Lester  says,  "it'll 
be  great.  We  want  it  to  be  just  like  a  real  Ready 
Room,  with  a  bar  and  everything."  That's  nice,  I 
think,  but  what  1  really  want  to  know  is:  how  do  you' 
use  an  airsick  bag  when  you're  flying  upside  down?© 

Fighter  Pilots  USA  is  located  in  Kissimmee,  Fla.,  just  out- 
side of  Disney  World  in  Orlando.  A  one-hour  flight,  a  video 
tape  of yourself during flight,  pre-  and  post-op  briefings  and 
all  the  beer  you  can  drink  eosts  $595/ per  person;  $4VF>lper 
person  for  groups  of  six  or  more.  Call:  800-56-TOPGUN. 

Tragically,  free-lance  writer  Charles  S.  Dubow  was 

born  too  bite  for  the  Eseadrille  Lafayette. 
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GOING 
TO  THE 


In  a  frozen 
winter  landscape, 

Allison  Moir 

survives  on  a  diet 

of   "Mush!" 


PURSE  YOUR  LIPS  INTO  A  SOCIETY 
matron's  "air  kiss,"  click  your 
tongue  quickly  three  times 
over  your  back  molars,  and  you  too 
can  make  a  team  of  Alaskan 
huskies  drag  you  for  miles. 

That's  what  I  discovered,  mush- 
ing with  Boundary  Country 
Trekking  through  northern  Min- 
nesota earlier  this  year.  Under  the 
watchful  gaze  of  instructor  and  pro- 
fessional dog  sled  racer  Arleigh  Jor- 
genson,  I  and  five  other  novice 
dog-mushers  were  trekking 
through  the  one-million-acre 
Boundary  Waters  Canoe  Area.  I 
was  leading  the  four-sled  convoy, 


trotting  through  forests  of  aspens, 
firs  and  60-foot  birches,  down  log- 
ging trails  smoothed  by  snowmo- 
biles, the  stinkpots  of  the  dog  sled 
world.  The  crunch  crunch  crunch  of 
six  pairs  of  dogs  running  side  by 
side,  in  line  behind  their  leader, 
the  hiss  of  polyeurethane  runners 
over  the  hard-packed  snow,  and  ice 
balls  from  52  paws  flicking  into  my 
face  all  had  lulled  me  into  a  peace- 
ful reverie. 

"Hey,  this  is  easy,"  I  had  to 
admit,  amazed,  to  Arleigh  sitting  in 
my  sled.  "I  thought  I'd  have  to 
push  or  pedal  the  whole  time." 

"Nope." 
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There's  not  much  technique  to      lene  long  Johns,  NATO  Army  comfortable  position  for  a  nap. 

the  sport  of  dog  sledding.  The      pants,  Patagonia  fuzz  pullover,  .  Our  trip  has  begun  one  day  after 

evocative  descriptions  of  Jack      backside-covering  Woolrich  purple  the  starting  gun  for  the  grueling 

London  and  his  snow-grizzled      fur-hooded  parka,  heavy  boots,  hat  1,159-mile  Alaskan  Iditarod  dog 

trader-explorers,  of  long  days  and      and  mittens),  I  smell  like  a  herd  of  race.  There'll  be  no  lashing  of 

wet  sheep.  wrists  to  the  handlebars  to  stay 
Near  the  crest,  Arleigh  stiffens,  awake  for  this  group,  but  still,  we 
"Don't  forget,  the  dogs  always  all  seem  to  be  running  our  own 
want  the  gangline  that  holds,  thenf  personal  Iditarods.  The  only 
The  terminology  of  this  sport  is  all  in  line  tight.  If  it's  loose,  they'll  woman  in  the  group,  I  can  imag- 
therefore  very  simple.  "Hike!"  think  the  sled  will  run  over  them."  ine  that  I'm  Susan  Butcher,  a 
gets  them  going,  "Gee!"  turns  "What  these  little  bastards  four-time  winner  of  that  famous 
them  right,  "Haw!"  left,  and  deserve,"  I  think  privately.  race,  driving  my  team  forward  to 
"Whoooa!"  makes  them  stop.  The  sled  tips,  and  Arleigh  glory.  But  whatever  are  five  mid- 
"Mush,"  Arleigh  tells  me,  is  not  throws  a  leg  over  the  high  side  to  die-aged,  girth-growing,  middle- 
really  a  word.  It's  a  bastardization      prevent  us  from  dumping.  I  crouch  level  executives  doing  in  this  cor- 


even  longer  nights  on  the  Dawson 
Trail  notwithstanding,  it  helps  to 
remember  that  the  principal  play- 
ers are,  after  all,  dogs. 


of  the  the  French 
"Marchef",  the  starting 
shout  of  the  early 
French-Canadian  dog- 
drivers.  Dog  sled  rac- 
ing began  around  1910 
during  the  Alaskan 
gold  rush,  when  bored 
miners  bought  dogs 
from  Indians  to  create 
some  fun. 

At  the  base  of  the 
first  hill,  I  make  some 
quick  calculations:  if 
one  45-pound  Alaskan 
husky  can  pull  50 
pounds,  then  three 
dogs  could  pull  me, 
another  four  would 
take  care  of  Arleigh, 
and  one  more  could 
pull  the  sled  uphill. 
The  strength  of  five  dogs,  then, 
would  be  left  over  to  muscle  our 
way  up. 

Not  the  case,  however.  Otter,  a 
smart,  sleek,  black  lead  dog,  looks 
back  at  me  like  a  canine  without  a 
cause.  Sensing  I  am  new  and  ner- 


What  do  you  mean  yurts?  (Relax,  your  tents.) 


ner  of  Minnesota?  Can 
it  be  that  they  are  here 
to  find  themselves? 
Can  it  be — God  for- 
bid— the  Men's  Move- 
ment at  play? 

For  four  more  hours 
we  run  deeper  into 
this  pristine  wilder- 
ness, where  London 
and  Arctic  poet  laure- 
ate Robert  W.  Service 
would  have  been  at 
home.  We  look  for 
moose,  and  snack  on 
homemade  brownies 
and  trail  mix.  We  try  to 
memorize  our  team's 
names  —  M  o  h  a  w  k , 
Wilbur,  Saganaga, 
Damien,  Ginger — and 


their  positions  in  the 
like  a  downhill  racer,  and  we  sail —  team — lead,  point,  team,  wheel, 
dogs  now  running  scared — over  a  We  stand  firmly  on  the  runners 
sunlit,  frozen  creek.  "Whoooooa!"  I  and  begin  to  feel  like  mushers. 
call,  easing  us  to  a  stop,  with  a  At  dusk  we  reach  the  campsite: 
momentary  sense  of  triumph.  two  red-and-w  hite,  circus  tent- 
It  is  lunchtime  in  this  beautiful  like  yurts.  Woodstove  smoke 
setting — the  temperature  hover-  whispers  out  the  top.  We  down  a 
vous,  he  wants  to  unsettle  me  a  bit,  ing  around  freezing,  a  trickling  hearty  Mongolian  fire  pot  stew, 
to  show  me  who's  boss.  So  swag-  frozen  stream,  pine  bows  droop-  drink  milk  (you  have  to  B.Y.O.B. 
gering  uphill  at  his  own  damn  ing  under  snow,  four  sleds  parked  on  this  trip,  and  none  of  us  has), 
pace,  he  eyes  me  every  few  feet  in  a  row  and  33  wiry  huskies  talk  dogs  and  sleep  heavily  on 
with  a  look  that  says,  "Come  on,  screaming  and  "barking  for  the  bunk  beds  after  our  first  day  in  the 
say  something.  Tell  me  what  to  do.      anvil-size  hunk  of  chicken  fat  that  cold  air. 

I  dare  ya."                                                  Arleigh  chops  with  an  ax.  I  pick  The  next  day  flies  by  as  we  trot 

I  don't  dare,  so  I  push  the  sled —      up  chunks  of  the  pink,  slippery  fat  at  eight  miles  per  hour  over  three 

with  Arleigh  in  it — uphill.  Inside      and  throw  one  to  each  dog,  who  of  Minnesota's  10,000  lakes,  covcr- 

the  cold-weather  gear  (polypropy-      devours  it  and  then  circles  into  a  ing  40  miles  of  trail.  ( )rtcr  is  still 


168  FORBKS 


FYI 


ORE  INFORMATION,  PLEASE 


[  advertisers  have  much  to  offer  FYI  readers.  The 
.S.V.P.  reader  service  program  is  designed  to  help 
■  readers  access  advertiser  information,  locations 
I  services. 

>k  over  the  participating  advertisers  from  this  issue 
nd  take  a  moment  to  fill  out  the  attached  R.S.V.P. 
.  Simply  check  the  box(es)  of  those  advertisers 
at  interest  you,  and  valuable  information  will  be 
at  directly  from  the  advertiser,  free  of  charge. 


ACCESSORIES 


.  FRENCH  REFLECTION,  INC.  Offers  the  world's  finest 
having  and  makeup  mirrors.  Wall-mounted  and  vanity 
ibletop  mirrors  in  both  lighted  (non-fogging)  and  non- 
lectric  styles.  3x,  5x  and  8x  optical  lenses  available. 

:.  MONTBLANC  The  Montblanc  brochure  features 
le  world's  finest  writing  instruments  and  accessories, 
ncomparable  fountain  pens,  ballpoints,  rollerballs, 
lencils,  leather  and  desk  accessories. 

SHEAFFER  PENS  Fountain  pens,  rollerballs,  ballpoints 
nd  pencils  handcrafted  from  precious  metals  and  fine 
icquers.  Made  in  the  USA  since  1912. 


APPAREL 


ALDEN  SHOE  COMPANY  Manufacturer  of  custom- 
luality  shoes  and  boots  for  discriminating  gentlemen 
ince  1884. 

.  ALLEN-EDMONDS  SHOE  CORPORATION  World 
lass  footwear  for  men.  Named  "one  of  the  25  products 

America  makes  best"  by  the  Made  in  the  USA  Foundation. 

distinctive  footwear  handcrafted  of  all-natural  materials. 

).  BOSTONIAN  SHOE  COMPANY  Since  1899,  Bostonian 
las  been  making  high-quality  men's  footwear.  Select 
eathers,  thoughtful  design  and  uncompromising  construc- 
lon  have  always  made  Bostonian  shoes  an  excellent 
nvestment  and  extraordinary  value. 

'.  THE  FLORSHEIM  SHOE  COMPANY  For  100  years 
lorsheim  has  been  meeting  the  footwear  needs  of 
Vmerica.  Now  more  than  ever  Florsheim  continues  to  offer 
i  wide  variety  of  the  latest  styles  from  dress  to  casual. 

i.  GORE-TEX*  OUTERWEAR  Send  for  a  free,  four-color 
jore-Tex"  Outerwear  Guaranteed  to  Keep  You  Dry5 
Jser's  Guide... Or  call  V800-431-GORE. 

).  MUNSINGWEAR  UNDERWEAR  Offers  premium 
quality  products  with  unique  features.  For  instance,  our 
)rief  has  a  horizontal  fly  and  three-dimensional  pouch 
design  for  "more  comfort  down  under." 

10.  VAN  HEUSEN  Provides  a  complete  line  of  men's 
iress  shirts  and  sportswear. 


CAM  ERAS/ VIDEO/ELECTRONICS 


11.  HP  MARKETING/ROLLEI  DIVISION  This  point  n 
•hoot"  35mm  camera  does  everything  but  cook!  Smaller 
han  your  hand  (and  under  7  oz.),  it's  fully  automatic! 
With  retractable  Rollei  f3.5  lens. 


12.  MINOLTA  MAXXUM  XI  CAMERAS  The  world  - 

most  technologically  advanced  AF-SLR  cameras  make 
taking  out. -landing  pictures  easier  than  ever  before. 
Their  built-in  expert  intelligence  brings  the  experience 
of  professional  photographers  to  every  picture. 

13.  NORELCO  CONSUMER  PRODUCTS  COMPANY 

Manufactures  a  lull  line  of  men's  and  ladies  electric 
shavers,  garment  care  products,  travel  care  products 
and  clean  air  systems,  Call  1-800-243-7884  lor  further 
information. 

14.  OLYMPUS  CORPORATION  World  S  leading  manu- 
facturer of  high  quality,  revolutionary,  uniqueb  designed 
photo  and  audio  equipment 

15.  PANASONIC  V.I.P.  CELLULAR  PHONE  It's  the  phone 
that  everyone  dreamed  of,  but  no  one  dreamed  possible 

16.  RCA  BRAND  —  THOMSON  CONSUMER 
ELECTRONICS  Home  Theatre  television  in  screen 
sizes  from  F"  to  60". ..Hi-Fi  VCRs  ..laser  disc  players... 
Hi-Fi  audio  systems    camcorders 


EXECUTIVE  Gl 


17.  BOOKS  ON  TAPE  World's  largest  selection  of  audii  > 
tapes.  1-800-626-3333. 

18.  BRITISH  LINKS  GOLF  CLASSICS  Featuring  the 

finest  in  men's  golf  apparel,  art  and  gifts.  1-800-348-4646. 

19.  MACKENZIE  SALMON  Scotland's  finest  foods 

World  renowned  gifts  of  excellent  taste.  1-800-858-7100. 

20.  SHOWCASE  MODEL  CO.  The  world's  largest  maker 
of  aviation  replicas.  1-800-441-4524. 


ERAGRANCES 


21.  JOY  DE  JEAN  PATOU  A  name  synonymous  with 
prestige  and  quality,  it  is  no  wonder  for  over  60  years 
Joy  dejean  Patou  has  been  considered  the  "benchmark 
fragrance  against  which  all  others  are  measured." 


INSURANCE/ 1  I  N A  N  C I A  L 


22.  THE  BERGER  100  FUND  &  THE  BERGER  101  FUND 

Our  philosophy:  Profitable  and  successful  companies 
over  time  are  most  likely  to  become  profitable,  successful 
investments.  Mediocre  companies  are  the  single  reason 
most  people  are  dissatisfied  investors.  1-800-333-1001 

23.«IGNA  CORPORATION  A  leading  provider  of 
insurance  and  related  financial  services  throughout  the 
United  States  and  the  world.  We  offer  group  and 
individual  health  and  life,  property/casualty,  accident 
and  disability  insurance,  pension  and  investment 
management  services. 


JEWELRY  &  WATCHES 


24.  BAUME  &  MERCDER  Creating  quality  time  for  over 
160  years,  Baume  &  Mercier  exemplifies  the  highest 
standards  of  quality  watchmaking.  Conceived  to  meet  the 
needs  of  those  who  appreciate  the  essence  of  contempo- 
rary stvle  and  unsurpassed  quality,  the  Baume  &  Men  ier 
collection  is  beyond  perfection. 

25.  THE  WORLD  FAMOUS  OMEGA  CONSTELLATION 

Unparalled  elegance,  first  introduced  40  years  ago. 
Its  award-winning  style  is  one  of  the  world's  most 
distinguished  watch  designs.  Four  claws  on  the  bezel, 
exclusive  to  Omega,  protect  the  crystal  and  crown 

26.  RAYMOND  WEIL  Send  for  Raymond  Weil  brochures 
on  various  men's  and  ladies'  gold  and  gold-plated  watches 
with  expansion  clasps  or  fine  leather  straps 


27.  LORD  &  TAYLOR  Specialty  stores,  established  in 
1826,  now  in  15  states  and  the  District  of  Columbia. 


I  he  Signature  of  American  Style."  For  Red  Rose  Service 
Peisonal  shopping  for  Men.  call  1-800-348-4940. 

28.  MACY'S  A  New  York  landmark  on  34th  Street 
between  Broadway  and  Seventh  Avenue,  and  throughout 
the  U.S.,  renowned  for  its  diversity  of  family  and  home 
fashions.  1-800-3*3-0121. 


SPORTS/EXERCISE 


29.  NORDICTRACK  NordicTrack,  the  original  cross- 
country ski  exerciser,  provides  the  world's  best  total-body 
and  cardiovascular  workout.  Free  brochure  and  video 
available. 


30.  THE  CLOISTER,  SEA  ISLAND,  GA  A  five-star  resort, 
I'lie  Cloister  offers  five  miles  of  beaches,  a  full-service 
spa,  championship  golf,  state-of-the-art  golf  learning 
center,  tennis,  horseback  riding  and  dancing.  Full 
American  Plan.  1-800-SEA-ISLAND. 

31.  HOTEL  MILLENIUM  Welcome  to  downtown 
New  York's  first  world-class  executive  hotel.  Here 
the  business  traveler  can  expect  razor-sharp  efficiency 
amid  incomparable  comfort.  Hotel  Millenium,  it's 
about  time. 

32.  HOTEL  SOFLTEL  NORTH  AMERICA  Throughout 
the  U.S.  Sofitel  personifies  the  style  of  France  —  the 
spirit  of  America. 

33.  THE  LEADING  HOTELS  OF  THE  WORLD  Send  for 
our  new  1993  Directory  of  The  Leading  Hotels  of  the 
World  with  information  on  260  member  hotels  worldwide. 

34.  THE  PENINSULA  NEW  YORK  Located  on  Fifth 
Avenue  and  55th  Street,  home  of  the  spectacular 
Peninsula  Spa,  Restaurant  Adrienne  and  Pen-Top 
Bar  &.  Terrace. 

35.  RAFFLES  HOTEL  Splendidly  restored  recently,  the 
world-famous  Raffles  Hotel  is  a  unique  attraction  for 
visitors  to  Singapore  as  well  as  a  National  Monument. 

36.  THE  SAVOY  GROUP  OF  HOTELS  AND 
RESTAURANTS  Enjoy  a  special  "Welcome  to  England" 
with  complimentary  limousine  transfers  and  £125  in 
vouchers  to  spend  on  meals,  telephone  and  fax  charges. 
Call  1-800-63-SAVOY  for  details. 

37.  SHANGRI-LA  INTERNATIONAL  Shangri-La  Hotels 
and  Resorts,  expanding  from  21  properties  to  28  by  1995, 
extends  warm  hospitality  and  comprehensive  business 
facilities  to  travelers  throughout  Asia  Pacific. 


38.  DAVIS  INSTRUMENTS  Manufactures  affordable, 
professional-quality  weather  stations.  Perfect  for  the 
home  office,  farm  —  anywhere  you  need  to  know  about 
the  weather.  For  free  catalog,  call  1-800-368-3669. 

39-  PROFILES  IN  HISTORY  The  nation's  finest  selection 
<  it  guaranteed  authentic  original  letters,  historical  docu- 
ments and  vintage  signed  photographs.  Catalogues  issued 
h  subscription.  Call  toll-free  1-800-942-8856. 


SKIING  COLORADO 


40.  COLORADO  TOURISM  BOARD  Ski  Colorado.  See 
for  yourself  why  Colorado  is  considered  the  best  there  is. 
For  free  Colorado  vacation  kit,  call  1-800-COLORADO 
ext.  683. 

41.  CRESTED  BUTTE  MOUNTAIN  RESORT  A  world 
removed,  just  a  jet  flight  away.  Daily  jet  service  from 
across  the  country.  13  lifts  (including  a  new,  high-speed 
detachable  quad)  and  1,160  acres  of  excellent  skiing. 
Fine  amenities,  historic  Victorian  town  and  warm  host 
community.  Call  1-800-5-14-8448  or  your  travel  agent. 


FOR  FREE  INFORMATION,  PLEASE  SEND  IN  YOUR  R.S.V.P.  CARD  TODAY! 


being  rebellious,  and,  like  any  par- 
ent of  any  rebellious  kid,  I  yell  at 
him.  A  lot. 

"You're  talking  too  much  to 
him,"  Arleigh  finally  cautions  me. 
"Too  much  idle  chatter  and  they 
stop  listening." 

Near  sundown,  my  team  picks 
up  the  pace  like  horses  returning 
to  the  stable,  and  we  careen  down 
a  tight,  birch-lined  trail.  I  jump  off 
to  see  if  running,  I  can  keep  up 
with  them.  No,  I  find  out,  nearly 
losing  my  dental  work. 

At  Sea  Gull  Fishing  Camp  a 
woman's  voice  calls  out 
from     the     darkness, 
"Rick?  Is  Rick  here?" 

Rick's  team  had 
been  on  my  heels  all 
day.  I'd  look  back  at 
this  mustachioed  man, 
dressed  all  in  green  like 
a  leprechaun,  smiling 
stupidly.  Rick  wasn't 
big  on  the  dog  sledding 
lingo.  His  team  of  six  he 
called  "Sweeties."  To 
stop,  he'd  touch  his 
hands  together  like  a 
quarterback  motioning 
to  a  referee  and  drawl, 
"Tiiiiiiiime  out,  dog- 
gies." 

"Rick,  your  wife's 
called  twice." 

There  is  an  ominous 
silence  among  the  group.  The  "w" 
word  falls  on  the  group  like  an  Arc- 
tic cold  front.  I  couldn't  help 
remembering  the  reaction  when 
Arleigh  told  us  about  the  nature  of 
dog  combat. 

Male  dogs  fight  for  fun,  for  play, 
he  said.  But  females,  "they  go  for 
the  vulnerable  parts,  for  injury. 
They  go  for  the  jugular." 

Five  woman-weary  guys  had  let 
out  loud,  knowing  laughs. 

Rick  leaves  us  to  unharness  all 
33  dogs  and  chain  them  up.  It's 
dinnertime  for  the  dogs,  and 
they're  barking,  warbling  and 
screeching — a  deafening,  even 
frightening,  cacophony. 


One  by  one,  my  fellow  green- 
horns disappear  into  the  bright 
coziness  of  our  cabin.  Arleigh  and  I 
pick  up  the  last  of  the  licked-clean, 
dented  tin  dinner  bowls.  "It  always 
seems  to  work  out  this  way," 
Arleigh  says.  "The  women  are  the 
ones  who  want  to  feed  the  dogs, 
get  closer  to  them  that  way."* 

In  the  beam  of  my  headlamp, 
the  dogs'  eyes  reflect  piercing 
hues  of  blue,  yellow,  orange  and 
green.  It's  a  spooky  transforma- 
tion; after  the  symphonic  chaos  of 
suppertime,  the  stillness  is  eerie. 


In  the  wilderness,  life's  a  bitch. 

Stephen  King  couldn't  write  a  bet- 
ter scene.  And  certainly  no  better 
than  the  one  taking  place  in  the 
cabin,  which  I  stumble  into  like  an 
unwanted  extra. 

Inside,  the  guys  are  huddled 
around  Rick,  who  still  looks  like  a 
leprechaun.  He  is  crying. 

"My  wife  and  I,  we  haven't 
been  getting  along  for  years," 
Rick  sniffles.  "So  I  had  this 
affair,  a  really  passionate  love 
affair,  with  a  woman  at  work." 
Expressions  of  deep  concern  on 
four  attentive  male  faces. 

"But  I  broke  it  off,  and  now 
she's  suing  me  for  sexual  harass- 
ment." Rick  blows  his  nose.  "So 


that's  why  I  came  here,  to  sort 
some  stuff  out  in  my  head."  Sym- 
pathetic nodding  of  four  attentive 
male  heads.  "And  then  my  wife 
calls  up  to  say  my  dog  died.  You 
see,  he's  sort  of  the  symbol  of  our 
marriage..." 

Even  after  Rick  has  left  to 
mourn  at  Fido's  bier  (skipping  a 
deliciously  prepared  lake  trout, 
caught  fresh  that  morning),  the 
threnody  continues.  Crushing 
bosses,  messy  divorces,  delinquent 
children,  callous,  cheating,  suc- 
cessful, failing,  fat,  thin,  libidi- 
nous, frigid  mates... 

If  I  listen  to  any 
more  of  this,  I  think, 
I'll  have  all  the  material 
I'll  need  for  a  memoir, 
Frozen  Johns:  My  Chilling 
Encounter  With  The  Men 's 
Movement.  Instead,  I 
decide  to  do  something 
productive  and  duck 
outside  to  help  Arleigh 
check  on  the  dogs. 
Back  at  his  kennel,  he 
has  100  dogs  that  he 
trains  and  races.  I  ask  if 
he  knows  the  genealo- 
gy of  each. 

"Well,  uh,  yes  I  do," 
he  says,  humbly.  "A 
dog  sled  team  is  a  lot 
like  the  baseball  minor 
league  farm  system. 
You  need  a  lot  of  back-up  dogs, 
dogs-in-training  to  sustain  a  racing 
team."  Arleigh  should  know;  he's 
been  breeding  and  racing  dogs  for 
20  years  and  has  competed  in  the 
four-day,  500-mile  Beargrease 
Marathon  in  Minnesota  eight 
times.  He  runs  these  trips  to  keep 
the  dogs  in  shape. 

The  next  pea-soupy  morning, 
two  more  mushers  return  to  the 
office,  leaving  three  of  us  to  feed 
the  dogs  a  pink  gruel  of  whole 
ground  chicken  and  hot  water,  and 
then  to  harness  them  to  three  sleds. 
Eight  dogs  and  I  fly  along  the 
trail,  this  one  hillier  and  curviei 
than  any  so  far,  and  Saganaga,  my 
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lead  dog,  cuts  turns  so  tight  the 
sled  teeters  on  one  runner. 
Without  Arleigh  as  ballast,  I 
quickly  learn  to  throw  my 
weight  around  to  keep  from 
dumping  over. 

We  plummet  down  a  hill  as 
curvaceous  as  a  luge  run  where 
I'm  helpless  finally  to  the  mo- 
mentum. Feet  dragging,  chin 
bouncing  on  the  handlebar,  the 
sled  tip-tip-tips  until  I  lose  my 
grip  and  bounce  knee  to  nose 
down  the  hill.  A  yardsale  of 

One  musher  wasn't  big 

on  sledding  lingo... 

To  stop  he'd  touch  his 

hands  together 

like  a  quarterback  and 

drawl,  "Tiiiiiime 

out,  dogies." 

equipment  litters  the  hill  as  I 
run  toward  my  disappearing 
dogs;  I  envision  eight  little  dogs 
mown  down  by  my  sled. 

I  stop  to  listen  for  barking, 
and  hear  nothing. 

Around  a  corner,  there  is 
Arleigh,  holding  my  gangline, 
our  teams  tangled  and  wrestling, 
quiet  for  the  first  time  today. 

"You're  not  a  real  musher," 
he  says  to  me,  smiling,  "until 
you  lose  your  sled."© 

Boundary  Country  Trekking  offers 
two-  to  five-day  dog  sledding  trips, 
and  will  customize  trips  for  fami- 
lies and  groups.  The  cost  is  about 
$220  per  day,  including  meals  and 
somewhat  primitive  lodging.  Call 
800-322-8327. 

And  you  can  run  the  Beargrease 
Marathon  with  Arleigh  and  his 
dogs  or  go  on  his  10-day  trip.  Call 
218-387-2498. 


For  complete  store  listing  and  illustrated  catalog,  contact:  Alden  Shoe  Company,  Dept.  1  IF,  Middleborough,  MA  02346, 1-800-325-4252. 
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"Too  much  flotsam  and  not  enough  jetsam!' 

Try  Our  Recipe.  The  Berger  101  Fund  is  the  more  conservative  -  a  mixture 
of  many  old,  dividend-paying  favorites  with  a  few  interesting  foreign  dishes  added. 
The  Berger  100  Fund  offers  a  more  lively  menu.  The  best  of  the  mature,  ripe  offerings 
available  in  the  market  plus  some  young  tender  plants  that  have  just  poked  their 
heads  through  the  weeds.  The  philosophy  behind  these  good  results  is  a  recipe  we'd 
like  to  share  with  you.  Please  call  for  a  prospectus  and  study  it  carefully.  Each  fund 
is  offered  for  an  investment  of  as  little  as  $250. 

Berger  Associates,  Inc.  (303)  329-0200  /  (800)  333-1001 
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st  as  well  as  mail-order 


Boots  you  buy  off  the  rack  usually  work  < 

brides.  Okay  at  the  first  glance,  but  they  turn  out  to  be  not  quite  what 

you  had  in  mind.  A  pair  of  hand-mades  can  be  pulled  on  and  right 


away  they  are  old  friends.  And  yon  get  exaetly 
what  you  want,  even  if  you  did  order  it. 

Few  years  ago  an  old  cowboy  staggered  into 
his  bootmaker's,  having  drink  taken,  and 
placed  his  order  thus: 

"I  want  them  heels  perceesely  this  high — 
thumb  &  forefinger — an'  the  brush  an'  the 
cactus  stays  out  ...an'  I  don't  want  no  pitchers 
on  them  tops  a'  chipmunks  tryin'  to  rape  but- 
terflies..." 

I've  been  buying  boots  from  Wilson's  for  a 
good  long  time,  and  I  will  tell  you  truly  that 
they  are  good  for  ridin'  in,  walkin'  in,  and 
damin'  in  down  the  unruly  of  a  Saturday  night. 


Wilson's  makes  boots  out  of  the  hides  of  cows 
and  birds  and  even  things  as  slithers  through 
the  dead  of  night. 

And  may  I  mention — folks  what  uses  the 
term  "cowboy  boots"  probably  use  "dogies"  too. 
Hell,  they  even  likely  think  you  can  keep  a  gui- 
tar in  one  piece  on  a  cattle  drive. 

Just  good  boots,  like  Wilson,makes. 

— Coyoth  Jack  ss 

Wilson  Boots  can  be  made  of  cowhide,  bid  I  hide,  ostrich. 
python,  lizard,  kangaroo,  crocodile,  alligator  and  other 
exotic  leathers.  Prices  range  from  $2 25-$ 2, 000.  Wilson 
Hoots,  Livingston,  Ml';  406-222-MX42 for  information. 
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By  Allison  Moir 


"Holy  Haberdash- 
ery, Batman, 
they're  selling  our 
costumes!" 


The  only  way  to  be  the  first  on  the  block 
when  it  comes  to  one-of-a-kind  items  is  to  buy  at 
auction.  So  this  holiday  season,  raise  your  glass — and 
your  bidding  paddles — for  some  of  the  dazzlers  from 
this  winter's  auction  calendar. 


Batman  and  Robin  Costumes, 
Christie's  East 

The  Dynamic  Duo,  created  in  1939  by  cartoonist  Bob  Kane,  had  stints 

on  the  Superman  radio  show  and  in  two  movie  serials  in  the  1940s. 

The  campy  TV  show  premiered  in  January  1966,  and  the  Pop  Art 

"POW!"s  and  "BOP!"s  launched  the  first  episode  of  Batman 

"WHAM!"  into  the  year's  top-ten.  Ratings  went  "PHHHHHHT!" 

two  years  later,  and  the  adventures  of  Batman  (Adam  West  as  a 

wooden  Bruce  Wayne)  and  Robin  (Burt  Ward  as  a  goofy  Dick 

Grayson)  were  canceled. 

On  the  block  is  one  set  of  the  two  or  three  original  Batman  and 
Robin  costumes.  The  Caped  Crusader's  costume:  a  satin  and  cast- 
fiberglass  cowl  with  ears,  a  dark  blue  satin  cape,  two-piece  grey 
leotard  with  bat  insignia,  blue  satin  briefs,  yellow  utility  belt  with 
brass  buckle  and  "Batman"  insignia,  blue  satin  gloves,  and  blue 
leather  boots. 
The  Boy  Wonder's  costume  is  a  bright  yellow  cape,  red  wool  vest 
with  "R"  insignia,  black  satin  and  felt  eye  mask,  green  T-shirt  and 
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quently  chronicling  the  last 
days  of  the  Civil  War  (Febru- 
ary 5-June  7,  1865),  this  diary 
gives  an  intensely  personal 
view  of  the  fall  of  Richmond, 
Lee's  surrender  and  Lin- 
coln's assassination,  details 
of  army  life,  battles  and  war 
conditions,  and  visits  to 
Confederate  hospitals  and 
homes. 

Of  Lincoln's  assassi- 
nation, Barker  wrote: 
"Richmond,  Va.,  Mon- 
day, April  17th,  1865.  This  is 
briefs,      a  very  fine  morning.  The  roads  are 
utility   belt   and   green      dried  up.  Before  breakfast  I  went 


No  StonewalUn  » 


is  Civil  war 


diary- 


suede  boots. 

The  seller  is  an  unidentified 
"millionaire  philanthropist."  Holy 
Hilarity! — who  does  this  person 
think  he/she  is,  mysterious  good 
deed-doer  Bruce  Wayne? 

Estimate:  $40,000-$60,000. 
"YEOUCH!"  On  the  block  Dec.  15 


down  to  Brigade  Headquarters  for 
the  mail.  I  had  heard  several  guns 
fired  as  if  they  were  muffled.  The 
sound  was  very  solemn.  I  called  on 
Col.  Roberts  (and)  found  him  still  in 
bed.  He  told  me  that  it  was  too  true 
that  Lincoln  was  shot  and  that  he 
died  of  his  wounds  yesterday.  The 


at  Christie's  East's  Entertainment      guns  fire  every  half  hour.  All  the 


Memorabilia  Sale.  Contact:  Joshua 
Arfer,  212-606-0543. 

Civil  War  Diary,  Swann 
Galleries,  New  York 

Up  close  and  personal  at  the  Civil 
War:  the  diary  of  Chaplain  Edward 
Barker  of  the  40th  Regiment  Mas- 
sachusetts Volunteer  Infantry.  Elo- 

The  Wild  One,  circa 
1901. 


flags  of  the  vessels  in  the  harbor  are 
at  half  mast.  There  is  a  general  wail 
among  the  soldiers  on  account  of 
Abraham  Lincoln's  death.  And  it 
was  done  by  John  Wilks  [sic]  Booth, 
the  actor.  It  will  be  his  last  act...  Ah, 
this  is  sad.  America  has  lost  a  great 
and  good  and  honest  man.  We  can 
ill  spare  him  at  this  time.  O,  that  he 
had  been  spared, 


that  he  could  have  seen  the  final 
closing  up  of  the  war  and  the  coun- 
try living  in  peace  and  prosperity 
again..." 

For  sale  with  the  diary  is  Bark- 
er's 210-page  account  of  his  1855 
Atlantic  crossing.  Both  are  accompa- 
nied by  handwritten  transcripts. 
Estimate  for  both:  $1,200-$1,800. 
On  sale  Nov.  19  at  Swann  Galleries, 
New  York.  Contact:  Caroline  Biren- 
baum,  212-254-4710. 

1901  Johnson  Motorcycle, 
Sotheby's,  London 

You  probably  won't  impress  any- 
body who  rides  a  Harley  or  a  Ninja. 
In  fact  you'll  probably  be  laughed 
off  the  road  when  you  ride  up  on  this 
early  hog. 

Built  in  1901  by  G.J.B.  Johnson 
of  Scunthorpe  in  northern  England, 
this  ZVz  horsepower  motorcycle  was 
powered  by  a  single-cylinder,  air- 
cooled,  atmospheric  inlet  valve 
engine  made  by  the  Belgian  com- 
pany Minerva  (they  started  manu- 
facturing cars  in  1902).  The  fabric 
belt  (the  black  triangle  behind  the 
chain)  moves  the  motorcycle  along 
at  25  mph,  assuming  you've  got  a 
strong  tailwind  and  a  steep  down- 
hill pitch.  On  straightaways  it  chugs 
along  at  20,  but  on  anything  that 
resembles  a  hill,  you  have  to  pedal. 
Hard.  Original  oil  lantern,  license 
number  BE162,  and  the  same  type 
of  tires  it  came  with  back  in  the  old 
days. 

In   1902  the  engine  was 
placed  with  a  J.A.P.  engine 
e  Japanese  weren't 
ng  cars  just  yet)  and 
this     motorcycle — 
ieved  to  be  the  only 
Johnson  left — is  in  full' 
working  order.   On 
the  block  along  with 
150  other  motorcy- 
cles from  all  over 
the  world — from 
the  Johnson  era 
to  the  1960s. 
Estimated     ;it 
£6,000-£7,000 
($10,200-$!  1,900). 
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On  sale  Nov.  28  at  Sotheby's, 
London.  Contact:  Stewart  Skilbeck, 
011.44-71-408-5268. 

Adult  Comics, 
Le land's  New  York 

This  book-of-stamps-size  comic  strip 
with  Joltin'  Joe  DiMaggio  in  Two 
Balls  And  A  Bat  looks  benign.  But 


The  real  reason  they 
called  him  "Joltin  Joe :" 

open  to  page  five  and  there's  the 
Yankee  Clipper  doin'  the  Nasty — 
among  other  things — with  actress 
Jeanette  McDonald.  His  all-Ameri- 
can  image  is  maintained  in  some 
ways,  at  least:  he  never  removes  his 
"NY"  hat,  his  pinstripes  or  his  cleats. 
Miss  McDonald  is,  well,  another 
story  as  she  is  goaded  by  Joe  to 
"Ride  it  to  the  bleachers,  kid!  Go  on! 
Slide— baby— slide!" 

A  Chicagoan  named  "Mr.  Prolif- 
ic" produced  these  eight-page 
booklets  (called  Tijuana  Bibles 
because  everything  morally  question- 
able came  from  across  the  border,  or 
so  they  thought  back  then),  with  the 
very  unlicensed  images  of  Joe 
DiMaggio,  around  1938  (DiMag- 
gio's  second  year  as  a  Yankee,  and 
one  before  he  was  voted  American 
League's  MVP). 

Also  for- sale  is  a  Tijuana  Bible 
starring  Lou  Gehrig  and  Mae  West. 
Each  is  estimated  at  $800-$l,000.  On 
sale  Dec.  5  at  Leland's,  New  York. 
Contact  Michael  Puzzo,  212-971- 
3111. 

Walking  Sticks, 
Grogan's,  Boston 

For  your  autumn  years:  about  20 
Victorian  and  Edwardian  gold-, 


Citizens '  canes, 
at  Grogan  &  Company 


ivory-  and  silver-mounted  walking 
sticks.  Hobbling  Yale  men  and 
women  might  appreciate  the  har- 
nessed, snarling  bulldog,  and  if  your 
name  happens  to  be  W.H.H.  Pratt, 
here's  an  ivory  walking  stick  to 
match  your  top  hat. 

Estimated  at  $400-$800  per  stick. 
On  sale  Dec.  9  at 
Grogan  &  Compa 
ny,  Boston.  Con- 
tact: Ruth  M. 
Crocker,  617-566- 
4100. 

Movie 

Posters, 

Christie's 

East 

It  may  be  too 

late  to  invest  in 

the     greatest 

film  ever  made 

in  America — 

Citizen  Kane, 

1940,  natch— 

but  it  isn't  too 

late  to  own  a  piece  of  it. 

Up  for  grabs  is  this  brilliantly  col- 
ored, melodramatic,  massive 
(almost  7'  by  7')  paper  poster.  The 
four  separate  sheets  were  pasted  to 
the  walls  of  a  theater  lobby  or  out- 
side in  a  glass  case.  Unrestored  and 
in  excellent  condition,  this  poster  is 


Hea 


rst-case  scenario; 


very  rare  since  most  were  destroyed 
after  the  movie  ran  due  to  the  diffi- 
cult-to-store  size. 

Estimated  at  $20,000-$30,000, 
and  on  sale  along  with  many  others 
— including  a  Metropolis  window 
card  (see  p.  173),  estimated  at 
$10,000-$15,000,  Dumbo  at  $6,000- 
$8,000,  and  Thief  Of Bagdad 'at 
$18,000- 
$24,000  — at 
Christie's 
East's  Holly- 
wood Posters 
sale  Dec.  14. 

Also  for  sale 
is  Marlon  Bran- 
do's 1954  Oscar 
for  the  role  of 
non-contenda 
ex-boxer  Terry 
Malloy  in  On  The 
Waterfront  (one  of 
eight  Oscars  won 
by  that  classic). 


the  Poster  fr 


fhe  Orson  Welles  da^^^     The  Sold-Plated 

tc'  Britannia    award 

statue  is  only  the 

third  Oscar  on  the  block  in  history; 

John  Lennon's  for  Let  It  Be  sold  for 

$110,000  at  auction  in  October. 

Brando's  statuette  is  estimated  at 
$20,000-$30,000.  On  sale  Dec.  15  at 
Christie's  East.  Contact:  Joshua 
Arfer,  212-606-0543.® 
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The  Insatiable  Shopper 
visits..., c  ^-  9° 


"Go  West."  They  sent  the  Insatiable  Shopper  scouting  America's  oldest  capi- 
tal city,  and  holy  faith! — Santa  Fe!  as  it  were — it  would  take  "pert'  neer" 
another  four  centuries  to  cover  the  territory  The  Plaza,  where  the  Santa  Fe  Trail 


used  to  finish,  is  the  starting  point 
these  days  for  checking  out  the  lat- 
est "Santa  Fe  Style"  in  mainstream 
stores  around  the  square.  Along  the 
north  side,  under  the  historic  arcade 
of  the  Palace  of  the  Governors, 
Native  Americans  peddle  the  old 
standby  Indian  pottery  and  silver 
and  turquoise  jewelry. 

Before  bargaining,  the  IS  ducks 
around  the  corner  to  the  Museum 
off  New  Mexico  Gift  Shop  at 
the  Palace  of  the  Governors  (1)  for  a 
refresher  course.  Pottery  from  over  a 
dozen  pueblos  is  grouped  to  remind 
you  that  Santa  Clara  is  primarily 
black-incised,  Cochiti  is  known  for 
frog-and-turtle  figures,  Zia  favors 
birds  and  geometric  motifs. 

The  shop  also  carries  Indian  jew- 
elry including  a  selection  of  antique 
"pawn"  pieces  which  are  harder  and 
harder  to  find.  To  satisfy  children  as 
well  as  connoisseurs,  museum  prices 
range  from  $1  to  $3,000.  Purchased 
directly  from  the  pueblos,  gift  shop 
merchandise  is  exempt  from  the  6% 
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state  tax.  (Washington  Street  at 
Palace;  505-982-3016.) 

Glutted  with  antique  shops,  jew- 
elry ateliers,  and  allegedly  200  gal- 
leries, Santa  Fe's  said  to  be  the 
country's  third  largest  art  market. 
Besides  the  shops  out  on  renowned 
Canyon  Road,  "Gallery  Row,"  the  IS 
stops  at  Arrowsmith's  (2),  to 
gawk  at  antique  cowboy  artifacts,  old 
Colt  revolvers  ($800-$7,0()0),  an  orig- 
inal photograph  of  Annie  Oakley 
($1,500,  if  you  can  talk  Mark 
Arrowsmith  out  of  it),  and  the  likes 
of  Jimmy  Carter's  cowboy  boots, 
donated  to  a  charity  auction  and 
resold  here  for  $1,500.  (402  Old 
Santa  Fe  Trail;  505-989-7663.) 

To  walk  out  of  town  in  boots  of 
your  own,  track  down  Santa  Fe 
Boot  Co.  (3),  where  Marian 
Trujillo  poses  the  choices:  rubber 
soles  or  leather,  shortees  or  peewees, 
riding  or  "dogging"  heels,  pointed 
toe  or  semi-round,  scallop  tops  or 
stovepipes,  lamb  suede,  elk  or 
"Peanut  brittle"  lizard  ($125-$800). 
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If  the  style  you  like  is  out  of  stock, 
Marian  can  order  it  from  the  factory 
for  you.  (950  West  Cordova  Road; 
505-983-8415.) 

If  you'd  rather  start  from  the 
ground  up,  go  to  the  Square  Deal 
Shoe  Shop  (4)  where  David 
Gallegos  traces  your  foot  the  way 
he's  fitted  Jack  Palance  and  Kevin 
Costner,  and  stitches  up  a  custom 
pair  in  specially  tanned  Italian 
leather  he  defys  you  to  scratch  with 
a  fingernail  ($550  and  up).  (304 
Johnson  Street;  505-982-6469.) 

Knowing  theme  clothes  arc  apt  to 
languish  in  her  closet  back  home,  j 
the  practical  IS  admires  but  avoids  I 
the  posh  Western  haberdasheries,  i 
opting  instead  for  the  fun  fashions  J 
Lindee  Shaw  has  been  concocting  in 
fantasy  fabrics,  rick  racks  and  metal- 
lic trims  si  nee  1969  at  Santa  Fe 
Fiesta  Fashions  (5). 

Skirts  include  three-tier  peasant, 
four-tier  gypsy  or  wrinkled  "broom- 
stick" skirts  as  wide  as  ten  yard! 
around  the  bottom.  Men's  shirts 


Santa  Fe — by  the  numbers. 
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include  thong-laced  "Buffalo,"  and  a 
"Cavalry"  cut  inspired  by  Dances  With 
Wolves.  Everything's  priced  pretty 
much  around  a  hundred  dollars.  (651 
Cerrillos  Road;  505-983-1632.) 

Santa  Fe  shoppers  have  a  soft 
spot  for  Doodlets  (6)  which 
Theodora  Raven  crams  with  eccen- 
tric souvenirs  and  knickknacks — 
sunflower  tea  towels  ($8),  pig  face 
clocks  ($185),  licorice  pipes,  and  vio- 
let or  jalapeno  chewing  gum.  (120 


Don  Gaspar  Avenue;  505-983-3771.) 
While  Old  World  "purists"  grum- 
ble that  the  city's  evolving  into  a 
home  furnishings  mart  where 
designers  and  retailers  stock  up  on 
affordable  primitives,  you  can  elimi- 
nate the  middleman  by  going  direct- 
ly to  Nomad's  (7)  to  buy  camel 
saddle  chairs  ($375),  Berber  rugs 
($400  and  up),  and  decorative  fili- 
gree kohl  bottles  ($4-$12)  brought 
back  from  proprietor  T.R.  Law- 


rence's raids  on 
Morocco  and  Nepal. 
(207  Shelby  Street; 
505-986-0855.) 

The  Atchison,  To- 
peka  &  Santa  Fe  never 
passed  through  here, 
only  a  spur  of  it  jutted 
north  to  reach  the  city. 
Around  the  old  depot, 
there's  a  newly  flourish- 
ing neighborhood.  Pop 
into  the  Zia  Bakery 
(8)  for  a  fresh  baked 
rosemary  raisin  roll  (65</:) 
and  a  basin-sized  cup  of 
cappuccino  ($1.50).  (328 
South  Guadalupe 
Street;  505-988-5155.) 

Artisans  at  Santa 
Te  Pottery  (9)  take 
turns  minding  the  store 
while  they're  spinning 
clay  into  casseroles 
($30-$50),  cowboy  hat 
chandeliers  ($200- 
$400)  and  perforated 
adobe  light  fixtures 
($80-$180).  (323  South 
Guadalupe  Street;  505- 
988-7687.) 

New  Mexico's  fabled 
light,  said  to  result  from 
the  altitude,  dry  humid- 
ity and  lack  of  industrial 
pollution,  is  depicted  in 
photographs  at 

Scheinbaum       6t 
Russek    Ltd.    (10). 
Collectors'  pieces  range 
from  Eliot  Porter's  lush 
Glen    Canyon    land- 
scapes ($2,500-$4,500) 
and  David  Noble's  stark 
black-and-whites     of 
Anasazi  petroglyphs  ^nd  pueblos 
($350-$450).  (328  South  Guadalupe 
Street,  Suite  M;  505-988-5116.) 

Wind  up  at  the  Chile  Shop  (11) 
where  connoisseurs  pick  a  pack  of 
Cascabel  ($3.50)  or  fiery  Guajillo 
($3.15).  Snack  on  pistachio  nuts 
coated  in  chile  powder,  both  red 
($4.35)  or  green  ($5.40),  as  you  fade 
into  the  sunset.  (109  East  Water 
Street;  505-983-6080.)© 

— Sharon  King  Hoge 
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November? 

Already?  You  bet,  and  here  to 
■help  you  cope  -with  the  looni- 
|  ing  holiday  season  is  a  glean- 
lling  of  the  current  crop  of 

catalogues. 

It©  The  extra-deep  chocolate  pecan 
mbie.  Pecans  and  chocolate  chips  com- 
bined with  brown  sugar  custard  and 
mbaked  in  a  buttery  cookie  crust.  So  go 
on  that  diet  in  January. 

litem  #7695     $29.95 

jNorm  Thompson  800-547-1160 

Iw  Tired  of  carrying  around  that 
"^  \box  full  of  Electrical  Plugs  of  the 

World?  This  one  fits  all.  A  nifty 
jj  mocking  stuffer. 

_;   Item  #G4478-04  $29.95 

j  Orvis  Travel  800-541-3541 

1 

I  I©  "What  have  the  Romans  ever  done 

"or  us?"  Well,  among  other  things, 
inspired  this  cut  stone  arch  puzzle, 
whose  secret  is  in  the  keystone. 

Items  #6976 $95 

Smithsonian    800-322-0344 

O  Strictly  for  those  little  boys  and 
girls  who  have  been  very,  very  good 
this  year:  a  crank-driven  handcar  and 
track.  (Extra  bonus:  aerobic  work- 
out.) 

Item  #56A  (train)    $900 

Item  #56B  (track,  *V  by  9'  section  )  $28 
Neiman  Marcus     800-825-8000 

©  Turn  the  little  tyke  in  your  family 
into  a  future  Charles  Foster  Kane 
.with  this  classic  Flexible  Flyer  sled. 
(Ages  4  and  up.)  Other  classic  toys 
available,  too. 

Item  #F3  $51 

Back  To  Basics  Toys    800-356-5360 


©  Harry  Truman  is  rolling  in  his 
grave,  but  how  can  you  resist  "The 
Buckaroo  Stops  Here"  belt  buckle, 
inscribed  on  the  back,  "With  Best 
Wishes,  Ronald  Reagan,  40th 
President  of  the  United  States. " 

Item  #196    $29.50 

Ronald  Reagan  Library... 805-522-9953 

O  This  spectacular  frivolity  is  a  real, 
honest-to-goodness  whirlagig.  Artists 
Jeff  Crewe  and  Jane  Corbus  make  a 
full  range  of  these  playful  objets, 
priced  from  $1 70  (for  a  rap  fish)  to 
$750  (for  the  lobster). 
Amazing  Wind  Machines  508-952-2889. 

©  Have  they  been  saying  behind 
your  back  -that  you  've  lost  your  mar- 
bles? Get  them  back  in  this  classic, 
pine-boxed  collection  of  100;  including 
six  shooters. 

Item  #A453    $10.95 

World  Wide  Games 800-243-9232 

©  This  easy-reach  table/stand  is 
modeled  on  the  hospital  variety.  Fully 
adjustable  (and  much  better-looking) 
in  rosewood,  walnut,  teak  or  natural. 

Item  #A2339 $249 

Promises  Kept     800-989-3545 

©  uAnd  that  great  big  one  over  there 
is  Cassiopeia 's  kneecap ..."  Take  a 
guided  tour  of  the  night  sky  with  two 
audio  tapes  and  illustrated  book. 

Item#Fl     415-821-7276 

Stonehenge $19.95 
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D  Re-enact  Shiloh,  Antietam  or 
Chancellorsville — or  any  of  the  Civil 
Wars  greatest  conflicts — with  these 
quite  authentic  toy  soldiers. 

Item  #6730  ... $125 

Smithsonian 800-322-0344 

@  Whether  it's  snow  blindness  or 
media  glare,  these  Sno-Glasses  will 
keep  you  going  in  the  right  direction. 
Three-layer  filter  gives  100%  UV  (or 
pesky  paparazzi)  protection. 

Item  #SS601     $38.95 

Herrington 800-622-5221 

Q  After  you  've  finished  with  break- 
fast, tilt  the  tray  up  and  rest  your  book 
or  magazine  on  it.  (Why  didn  7  this 
occur  to  Leonardo  da  Vinci?) 

Item  #BT500 $39.95 

Levenger's    800-544-0880 

O  This  U.S.  dollar  is  still  worth  its 
weight  in  silver.  A  genuine,  uncircu- 
lated silver  dollar  highlighted  with 
24K  gold  makes  a  handy  money  clip. 
Finished  in  gold  or  silver. 

Item  #TG174  (gold)    $129.95 

Item  #TG158  (silver) $129.95 

Sharper  Image    800-344-4444 

©  Stack  your^CDs  in  this  post-mod- 
ern steeple  made  of  scratch-resistant 
heavy-gauge  steel.  54"  high. 

Item  #0866   $75 

Attitudes 800-525-2468 

O  We  were  able  to  resist  the 
$100,000  bejeweiled  electric  train  set 
in  this  year's  Neiman  Marcus  cata- 
logue, but  not  these  delectable  varia- 
tions on  the  candied  apple.  Coatings 


include  chocolate,  pecan,  toffee, 
almonds,  fudge,  kri spies  and  cashews. 

Items  #39B-E $14  each 

Neiman  Marcus  800-825-8000 

O  Crowberry  jelly?  Lingonberry 
jelly?  Blueberry  syrup?  These  unusual 
and  delicious  condiments  are  all 
Alaska-grown  and  available  in 
Sampler  Packs.  From  $11.50. 

Alaska  Wilderness  Gourmet  

800-770-1997 
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the  foyer,  and,  oh  yes,  the  tree,  with 
these  glittering  Sunburst  Ornaments. 

Item  #9010 $25 

Smithsonian 800-322-0344 

©  When  people  talk  about  "cookie  cut- 
ter" architecture,  this  is  exactly  what  they 
mean:  tin  stencils  of  five  of  the  world's 
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From 
A  Fan's  Notes 
By  Frederick 
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ankce  Stadium  can  be  a  heart-stop- 
ping, an  awesomely  imposing  place,  and 
never  more  so  than  on  a  temperate  and 
brilliant  afternoon  in  late  November.  The 
vivid  reds  and  oranges,  the  plaids  and  tans, 
the  golds  and  greens  of  autumn  clothing 
flicker  incessantly  across  the  way  where 
the  stadium,  rising  as  sheer  as  a  cliff,  is  one 
quivering  mass  of  color  out  of  which  there 
comes  continually,  like  music  from  a  mon- 
strous kaleidoscope,  the  unending  roar  of 
the  crowd.  And  where  I  have  been  in  Los 
Angeles'  vast  Coliseum  and  Chicago's 
monumental  Soldiers'  Field  and  able  to 
imagine  it,  I  am  yet  unable  to  imagine  a 
young  man  coming  for  the  first  time  out  of 
those  dugouts  at  that  moment  just  prior  to 
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Illustration  by 
Steve  Carver 


kickoff  when  the  stadium  is  all  but  burst- 
ing its  great  steel  beams  with  people.  I  am 
incapable  of  imagining  stepping  out  and 
craning  my  head  upward  at  the  roaring 
cliff  of  color,  wondering  whether  it  be  all  a 
dream  which  might  at  any  moment  come 
tumbling  down,  waking  me  to  life's  hard 
fact  of  famelessncss.  The  stadium  stays. 
The  game  proceeds.  Autumnal  mists  set 
in.  At  half  time  the  stadium's  floodlights 
arc  turned  on;  so  that  the  colors,  with  each 
change  of  light,  change,  too — become 
muted,  become  brighter  again,  like  a  leaf 
^oing  from  vivid  green  to  lemon  yellow  to 
wine  red  to  rust  brown,  reminding  on< 
that  time  is  passing,  that  time  indeed  is 
running  out.  HE 
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CAVEAT:  This  is  only  effective  if  you  are  over  age  60,  have  over  S300.000  in  Munis.  T-Bills.  CDs  or  IRAs.  and  can  qualify. 


MUNICIPAL  BONDS 
ARE  NOT  TAX  FREE! 

Munis  Are  Income  Tax  Free 
But  Not  Estate  Tax  Free 
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our  book:  Save  A  Fortune  On  Your  Estate  Taxes  which  describes  our  concepts. 
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For  more  Information  CaU:  1-800-275-2704 
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Wealth  Creation  Centers8" 
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Barry  Kaye  Associates 
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*  Based  on  current  assumptions   ©1 992  Wealth  Creation  Centers 
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Terror  was  her  teacher 

When  she  arrived  at 
Forbes  in  1981  as  an  entry 
level  reporter- researcher, 
Laura  Saunders  did  not 
know  what  the  term  capital 
gains  meant.  And  though 
she  had  struggled  with  her 
own  1040,  she  didn't  un- 
derstand the  term  itemized 
deduction.  Eleven  years  lat- 
er Saunders  is  one  of  the 
most  knowledgeable  jour- 
nalists in  the  U.S.  when  it 
comes  to  taxation. 

A   native   of  Memphis,      Laura  Saunders 
Tenn.  and  a  graduate  of  the      H^H 
University  of  the  South  at 

Sewanee,  the  38-year-old  Saunders  grew  up,  as  she  puts  it,  "more 
interested  in  Walker  Percy  than  in  Elvis  Presley."  How  does  a  young 
admirer  of  the  great  southern  Catholic  novelist-philosopher  get 
interested  in  taxation?  "Terror  impelled  me,"  Saunders  says  candid- 
ly. "I  was  frightened  about  competing  in  business  writing  with 
people  who  knew  far  more  about  business  than  I  did,  so  I  concentrat- 
ed on  taxation,  as  no  one  else  was  following  it  full  time.  Most  good 
reporters  can  handle  any  kind  of  story,  but  taxation  is  something  that 
requires  lots  of  specialized  information  and  background."  For  our 
cover  story  Saunders  draws  on  all  her  knowledge  and  all  her  sources 
to  write  a  sophisticated  tax  guide  to  the  Clinton  years  for  affluent 
business  people.  Starts  on  page  141. 


The  private  part  of  the  private  sector 
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For  most  of  the  past  few  years,  investors,  both 
individual  and  institutional,  have  had  a  vora 
cious  appetite  for  new  issues  of  common  stock. 
Despite  this,  a  good  number  of  substantial 
businesses  have  resisted  the  temptation  to  go 
public  and  have  remained  privately  owned.  For 
the  eighth  straight  year,  we  publish  our  listing  of 
the  largest  privately  held  corporations  in  the 
U.S.  Compiling  this  list  is  a  complicated  task 
since  it  involves  companies  that  do  not  report  in 
the  ordinary  way.  "This  year  we  had  to  check 
out  more  than  1 ,000  suspects  to  come  up  with 
400  names,"  says  Tina  Russo  McCarthy,  who 
supervised  the  project  with  Steve  Kichen.  "With 
the  exception  of  a  few  companies  for  which 
audited  financial  data  are  publicly  available,  we 
had  to  independently  research  every  candi- 
date." The  special  report  starts  on  page  172. 


Tina  Russo 
McCarthy 
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/Witches  available  at  these  fine  jewelers : 


ITX 

[Wilson  Jewelers,  5010  Burnet  Road 
697(512)451-2105 

nwyd,  PA 

ovberg  &  Sons,  292  Montgomery 
19004(215)664-1715 

bour,  FL 

i  iu  Inc.,  9700  Collins  Avenue  33154 
156-4312 

,PA 

|  welers,  690  Third  Street  1 5009-2 1 16 
128-3800 

Hills,  CA 

;  Jewels  Collection,  9876  Wilshire 
|)210(213)276-5556 

MA 

n  Jewelers,  24  Newbury  Street  02 1 1 6 
6-2022 

,CA 

ein's,  Inc.,  202  Crossroad  Blvd.  93923 
25-2522 

ML 

ay  Jewelers,  Water  Tower  Plaza,  3rd 

•th  Michigan,  606 1 1  (3 1 2)  467-65 1 5 

•ari,  OH 

ime  Ltd.,  9393  Montgomery  Road 
513)793-4330 

nortjco 

«rk  Jewelers,  7777  E.  Hampden 
80231  (303)755-3541 


;tha 


ND 

ewelers,  73  Broadway  58102 
32-2491 


With    ibury.CT 

It  Jewelers,  361  New  London  Turnpike 
203)633-1727 

rood    Jeck,NY 

>v  Viggi  Ltd.,  26  Middleneck  Road 
516)829-6161 

'OUlB'ich.CT 

i  Jewelers,  1 2 1  Greenwich  Avenue 
jrtt«203)  622-1414 

UCIlt    '".HI 

lawaiian  Gems,  2301  Kalakaua  Avenue 
6815(808)926-2722 

m,  ID 

it  Stem,  351  Leadville  Avenue  83340 
16-2361 

wood,  IL 

welers,  3350  Devon  Avenue  60659 
3-6000 

-eles,  CA 

■ling  Goldsmith,  956  North  Hill  Street 

i 18) 289-6992 

IFL 

}  Jewelers,  224  SE  1st  Street  33131 
J4-0739 

ey  Park,  CA 

ling  Goldsmith,  410-D  S.  Atlantic 
1)012  (213)  623-3645 

I  leans,  LA 

1  722  Canal  Street  70130-2310 

13-5292 

t  Beach,  CA 

nal  Jewelers,  203  Newport  Drive, 
|  Island  92660  (7 14)  72 1-90 10 

rk,NY 

Wempe  Corp.,  700  Fifth  Avenue 

12)397-9000 

ewelers,  509  Madison  Avenue  10022 
8-0505 
ewelers,  Waldorf  Astoria  Hotel,  301 

nue  10022 (212) 751-9824 
u  Inc.,  500  Madison  Avenue  10022 
8-3265 

u  Inc.,  635  Madison  Avejiue  10022 
3-6880 

sach,  FL 

t  Palm  Beach,  337  Worth  Avenue 

107)  655-4844 

u  Inc.,  175  Worth  Avenue  33480 

2-8812 

NC 

&  Company  Inc.,  1803  Oberlin  Road 
19)781-1293 

Dd.VA 

Ltd.,  150  Sovran  Plaza  23277 
0-9191 


uJ 


;* 


onio,  TX 

Fine  Jewelry,  1 74  North  Star  Mall 
12)340-4074 

ncisco,  CA 

245  Post  Street  94108 
2-1200 

City,  UT 

,  20  E.  South  Temple  84101 
3222 


The  Novecento®  by  IWC. 
A  symphony  in  four 
movements,  featuring 
the  perpetual  calendar 
with  moon  phase  display. 


$  19,500  *  /18  carat  yellow  gold 
^Manufacturers  suggested  retail  price 

The  latest  work  to  come  out  of  Schaffhausen  is 
one  of  startling  originality,  tempering  angu- 
larity of  form  with  the  gentle  appeal  of  gold. 
The  first  movement,  allegro  ma  non  troppo, 
unites  two  major  themes:  the  hour  and  minute 
hands  beating  the  passage  of  time  with  inex- 
orable precision:  the  day  and  date  displays 
recording  our  progress  with  reassuring  regularity. 
The  second  movement,  andante  un  poco  mae- 
stoso, also  combines  two  elements,  the  month 
and  the  moon  phase  displays,  uniting  the  mun- 
dane and  celestial  aspects  of  time.  In  the  third 
movement,  a  cadenza,  the  individual  themes  of 
the  year  display  occur  only  once,  but  are  sustai- 
ned while  the  motifs  of  the  first  two  movements 
are  repeated  and  reworked. 
Finally  the  fourth,  nobilamente,  synthesizes  the 
individual  elements  of  the  work  -  elegance, 
economy  of  form  and  technical  brilliance.  After 
the  Novecento  by  IWC,  symphonic  form  will 
never  be  the  same  again. 


IWC 

For  further  information  and  a  complete  catalogue  on  all  IWC  masterpieces 
please  call  1-800-432-9330 


AW 


"Dealing  with  Akzo  means  dealing  with  business 
units  who  are  right  in  the  forefront  of  their  chosen 
field.  So  it  may  surprise  you  that  we  haven't  the 
slightest  inclination  to  become  one  of  the  world's 


largest  chemical  companies.  We  much  prefei 
big  in  the  areas  we  choose.  Yes,  we  make  ac( 
tions.  But  never  just  to  grow  bigger.  Only  if 
value  to  our  existing  operations.  Yes,  we  per 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  products.  Soml 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  AmJ 
Corp.  Comm.  Dept./S2,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


Am 


Hans  van  Oosterom,  Executive  Vice  President  Strategic  Planning  Akzo: 


rkets.  But  only  if  we're  pretty  sure  we  can  do 
<eac§"  job  than  the  competition.  We  don't  want 
e  biggest.  We  do  want  to  be  the  best.  And  for 
u  have  to  create  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY 


AKZO 
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Scanning's  losers 
and  winners 

For  marketers  of  packaged  goods, 
the  marriage  of  computers  and  super- 
market scanners — the  laser  devices 
that  tote  up  what's  in  your  grocery 
cart — promised  to  be  a  dream  come 
true.  In  the  Scanner  Age  a  family's 
buying  habits  and  brand  preferences 
would  be  an  open  book.  Armed  wir.h 
such  data,  marketers  could  tailor  their 
messages  to  specific  individuals.  Po- 
tentially huge  rewards  awaited  those 
vendors  that  could  collect  and  mas- 
sage the  data  to  whatever  specifica- 
tions clients  wanted  (Oct.  15,  1990). 

But  now  some  of  the  more  ambi- 
tious scanner  concepts  appear  to  have 
been  ahead  of  their  time.  One  exam- 
ple: Citicorp's  pos  Information  Ser- 
vices. The  POS  idea  was  for  grocery 
shoppers  to  use  a  special  id  card  that, 
combined  with  scanners  at  the  check- 
out line,  would  tell  marketers  who 
bought  what.  By  1995  Citicorp  fig- 
ured that  it  would  be  gathering  and 
selling  data  on  the  grocery  buying 
habits  of  40  million  U.S.  households. 

Earlier  this  year,  however,  Citicorp 


Two  big  scanning 
projects  have 
bitten  the  dust, 
but  IRI  is  growing 
nicely. 


pulled  the  plug  on  pos.  With  the  bank 
trying  to  repair  its  balance  sheet,  says  a 
spokesman,  it  was  unwilling  to  con- 
tinue funding  losses  at  pos.  More- 
over, according  to  some  observers, 
Citicorp  seriously  underestimated  the 
task  of  collecting  and  processing  the 
avalanche  of  raw  scanner  data. 

Another  casualty:  Arbitron  Co.'s 
ScanAmerica.  Arbitron,  a  unit  of  Ce- 
ridian  Corp.,  planned  to  spend  $125 
million  to  go  national  with  the  ser- 
vice, which  involved  consumers'  re- 
cording electronically  both  their 
packaged  goods  purchases  and  their 
television  viewing  choices.  By  com- 
bining both  sets  of  data,  Arbitron 
hoped  to  measure  the  influence  of  TV 
commercials  on  product  purchases. 

But  in  September  Arbitron  an- 
nounced there  wasn't  enough  sup- 
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port  within  the  media  community  to 
justify  the  cost  of  ScanAmerica,  and  it] 
closed  down  the  unit. 

But  there's  a  winner  here,  too:  Sales] 
at  Information  Resources  Inc.  (Apr.\ 
27)  are  growing  at  better  than  25% 
annually  (to  a  likely  $270  million  this] 
year).  Like  its  chief  rival,  A.C.  Niel- 
sen, IRI  is  a  market  research  firm  that! 
collects  scanner  data  and  uses  it  tol 
analyze  market  share  for  clients.  Why) 
is  IRI  succeeding  where  others  have! 
failed?  Because  it  has  been  able  to| 
shape  the  raw  data  it  collects  into  well- 
focused,  commercially  useful  prod- 
ucts. As  Magid  Abraham,  head  of  iri'sJ 
information    services    unit,    puts    it: 
"We  focus  on  value-added  services, | 
rather  than  just  basic  data." 

Happy  Christmas 

"We  work  hard  to  get  lucky,"  quips 
James  Christmas,  who  must  be  put- 
ting in  a  lot  of  overtime. 

When  Forres  last  visited  Christmas 
(Apr.  2,  1990),  he'd  just  sold  offices 
Energy  Inc.'s  computer  data  and  pro- 
pane distribution  assets,  and  was  us-| 
ing  the  proceeds  to  build  up  its  oil  and 
gas  drilling  operation,  (kcs  was  born 
in  1988,  when  nui  Corp.,  a  Newj 
Jersey  gas  utility  company,  decided  to 
spin  off  its  nonutility  businesses.) 

kcs  got  very  lucky  in  June,  when 
judge  in  Bexar  County,  Tex.  rule 
that  a  KCS  customer,  Tennessee  Gas] 
Pipeline  Co.,  must  abide  by  the  terms] 
of  a  contract  covering  natural  ga 
production  from  two  Texas  fields  ir 
which  kcs  has  substantial  interests 
The  current  effective  price  on  th 
contract  is  around  $7  per  thousand 
cubic  feet  (mcf) — a  huge  prcmiuml 
over  the  current  market  price  of  $2.40l 
per  mcf.  The  contract  expires  in  1999.  ■ 

But  get  this:  The  contract  says  the  It 
pipeline  company  must  pay  that  higl™ 
price  for  85%  of  whatever  gas  corneal 
out  of  the  two  fields,  regardless  ofjj 
quantity,  kcs  is  already  earning  goody 
money  from  one  of  the  fields.  Th» 
adjoining  property  is  undevelope 
but  very  promising.  KCS  could  drill  a 
many  as  12  wells  in  this  second  fie] 
within  two  years,  and  make  the  pipe 
line  company  pay  through  the  nose. 

kcs  earned  .\n  estimated  $1.06  per 
share  in  the  fiscal  year  ended  Sept.  31 
But  one  moderately  successful  well  i 
the    second    field,    says    Christmas 
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For  40  years,  Braun's  approach 
to  design  has  been  rigid,  strict  and  unyielding. 

But  now  we're  flexible. 


fi 


SJSS 


Braun  Flex  Control. 

The  first  electric  shaver 

with  a  pivoting  head. 

In  40  years  of  designing 

shavers,  Braun  has  made 

significant  advances. 

But  none  more  pivotal 

than  Flex  Control. 

Flex  Control's  unique 

shaving  head  automatically 

adjusts  to  every  facial  contour. 

Even  in  difficult  to  shave 

areas,  like  under  the  chin, 

below  the  lip,  or  that  tricky 

spot  under  your  nose. 

You'll  get  the  closest,  most 

effortless  Braun  shave  yet. 

And  to  think,  we  created 

Flex  Control  without 

bending  our  principles. 


BRflUD 


For  the  past  three 

years,  while  the  press 

has  been  praising  the 

LS400.  we've  been 

thinking  of  ways  to 

make  it  better. 


Driver's-  and 

passengers-side 

airbags  are  set  to 

deploy  in  the  blink 

of  an  eye* 


Optional,  pocket-size 

phone  so  ingenious, 

it's  not  only  portable, 

it's  voice-activated. 


New  audible  remote 

entry  with  adjustable 

volume  control. 


Outside  temperature 

display  lets  you  know 

what  you're  in  for. 


is  The  1993  Lexus  LS  400:  The  Pursuit  Continues 


The  Relentlex  Punial '  h  rertei  fwrc. 


4G  BEFORE  THE  WHEELS. 
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Tipoct  In  a  moderate  collision,  the  three-point  seat  belt  provides  primary  protection;  the  oirbag  ' 


OUGHT 


OLYMPUS 


//  collects  your 

thoughts.  It 
takes  your  notes 


and  memos. 


Yet  the  unique 
Olympus  1400 


Microcassette'" 


Never 


■ 

I 


Pearlcorder  L400 

MICBOCA5SETT6   NfCORDfR 


Recorder  weighs 
less  than  your 


wallet  and  hides 


in  your  hand. 


So  consider  the 


ihilities.  All 


OLYMPUS 


;all  1  -800-221-3000.  exl  51  for  our  free  taping  tips  brochure  Or  write  Olympus  C 


>m  Olympus. 


e      r  () 


OSSways  Park.  Woodbury  NY  1 1797-2087 
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_    The 

Peninsula 

CROUP 

y 


Enter 

another 

world. 


The  Peninsula 

1 1<  nig  Kong 

Share    The    Experience 


Tollfree   [800)  223  6800 

flrajB 
Tollfree   (800)  323  7500 


Tollfree  (800)  223  5652 


KCS  Energy 
Chairman 
James  Christmas 
A  big  favor  from 
a  Texas judge. 


could  double  the  company's  ear; 
ings.  The  pipeline  company  is  appeal- 
ing the  judge's  decision,  but  Wall 
Street  must  think  Christmas  will  pre- 
vail, kcs'  shares  recently  traded  at  28, 
up  over  300%  from  a  year  ago. 


The  best  kind  of 
competitive  advantage 

"IT'S  ALMOST  TOO  good  to  be  true,'.' 
says  Ivan  Gorr.  Chief  executive  of 
Cooper  Tire  &  Rubber  Co.,  Gorr 
talking  about  how  Cooper  Tire  h 
managed  to  turn  in  such  a  dazzli 
performance  since  Forbes  praised  t 
company's  fanatical  dedication  to  i 
basic  car  tire  business  five  years  a 
(July  13,  1987). 

Cooper  makes  only  replaceme 
tires  for  the  auto  aftermarket.  Wit 
consumers  keeping  their  cars  long 
because  of  the  sluggish  economy,  th 
company  has  had  trouble  meetin 
demand — especially  for  its  high-pe 
formance  tires,  which  yield  fat  prol 
margins.  This  year  Cooper  should  ne 
around  $104  million  ($1.25  a  shan 
on  sales  of  $1.14  billion.  If  so,  ean 
ings  and  sales  will  have  grown  at 
average  annual  compound  rate  of  2d%\ 
and  1 1%,  respectively,  over  five  yea«b» ; 
Since  1987  Cooper's  stock  price  fad-i 
justed  for  splits)  has  risen  sixfold,  tof 
recent  31%. 

Cooper's  secret,  aside  from  pfl 
ducing  the  right  product  at  the  righ 
time  in  the  business  cycle?  Gorr  cues 
unique   blend  of  employee   perfd 
mancc  incentives,  teamwork  and  i 
almost  cult-like  dedication  to  C<  >sl  i 
quality  controls.  "If  our  success  w 
attributable  to  some  neat  tech  nolo 
or  process,"  says  Gorr,  "we'd  ha 
been  vulnerable  to  competitors, 
cause  all  they'd  have  to  do  is  buy,  S 
or  otherwise  duplicate  it."  His  poi 
You  can't  steal  good  labor  manaj 
ment  customer  relations. 

Forbes  ■  Decembei  7,  ll>" 
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This  is  why  the  original 

Big  Bertha' 

is  the  gift  to  give  your  favorite  golfer. 

It  will  make  almost 

any  golfer 

happier 

playing  the 

game. 

GOLF^ 


YOU  CANT  ARGUE  WITH  PHYSICS™ 

2285  Rutherford  Road, 
Carlsbad,  CA  92008 

(800)  228-2767 

In  California,  call  (619)  931-1771 
In  Canada,  call  (604)  598-4114 


The  Big  Bertha  line  is  available  with  steel  or 
graphite  shafts  in  8°,  9°,  20°,  and  11°  drivers; 
#2,  #3,  H,  #5,  and  #7  woods  and  seven  left-handed 
models,  all  available  for  men  and  women. 


Call  us.  We'll  tell 
you  who  carries 
Callaway  golf  clubs 
in  your  area. 


CaUaway,  Big  Bertha  and  the  Sir  Isaac  Newton  figure 
are  registered  trademarks  of  Callaway  Golf  Company 
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The  trouble  with  Sex 

Madonnas  dirty  picture  book  Sex 
made  the  top  of  the  New  York  Times 
bestseller  list  soon  after  its  heavily 
hyped  publication  in  late  October. 
But  Sex  may  also  rise  to  number  one  in 
returns — a  big  embarrassment  for 
Time  Warner,  whose  Warner  Books 
division  published  the  cheesy  book. 

At  first  the  $50  book  was  being  sold 
on  a  nonreturnable  basis,  to  stop 
readers'  taking  a  look  and  taking  it 
back.  But  that  was  before  it  became 
clear  that  Sex's  metal  cover,  spiral 
binding  and  chintzy  paper  were  poor- 
ly made.  Pages  pop  out  of  the  bind- 


A  store  display  for  Madonna's  "Sex" 
Cheesecake,  or  just  cheesily  made? 


ing;  the  cover  comes  unhinged.  In- 
former hears  that  in  some  cases  the 
compact  disc  that  is  supposed  to  be 
inside  the  book  has  been  missing. 

So  as  not  to  alienate  the  bookstores 
further,  Warner  Books  has  now 
changed  its  returns  policy.  Says 
spokeswoman  Diane  Ekeblad:  "If 
people  are  unable  to  put  the  book 
back  together,  which  is  incredibly 
easy,  we  have  instructed  bookstores 
to  refund  their  money."  The  book- 
sellers can  then  return  these  copies  to 
Warner  Books  for  full  credit. 

-Gretchen  Morgenson 


Music  recycling 

Hearst  Corp.,  publisher  of  Cosmo- 
politan and  other  magazines,  is  diving 
into  the  S7.8  billion  record  business. 
It  has  teamed  with  Digital  Compact 
Classics  to  produce  and  distribute 
pop  albums  directed  at  Cosmo's  18- 
to-34,  mostly  female  audience.  The 
tapes  and  CDs,  anthologies  of  recycled 
hits  from  such  rockers  as  Bryan  Ferry 
and  Cindy  Lauper,  will  have  Cosmo- 
like  covers,  featuring  top  models,  and 
will  be  sold  in  music  stores. 

Jann  Wenner's  Straight  Arrow 
Publishers,  which  puts  out  Rolling 
Stone  magazine,  is  joining  the  fray, 
too.  Straight  Arrow  has  hooked  up 
with  Time  Warner's  Time- Life  Books 
division  to  market  a  rock  anthology 
on  compact  discs.  These  will  be 
geared  to  Rolling  Stone^s  18-to-34, 
mostly  male  readership. 

-Peter  Newcomb 

Hollywood's  new  agents 

HOLLYWOOD'S  largely  liberal  crowd  is 
crying  politics  since  the  story  broke  in 
October  that  the  Internal  Revenue 
Service  has  formed  a  task  force  to 
focus  on  the  entertainment  industry. 
Similar  task  forces  have  kept  an  eye  on 
the  real  estate,  gasoline,  garment  and 
other  industries  where  tax  cheating  is 
thought  to  run  rampant. 

Hollywood  was  no  friend  of  the 
Bush  Administration,  but  politics 
probably  had  a  lot  less  to  do  with  the 
irs'  Hollywood  probe  than  Art  Buch- 
wald's  case  against  Paramount  Pic- 
tures (Forbes,  Feb.  19,  1990).  In 
March  Buchwald  and  a  partner  won  a 
$900,000  award  when  they  con- 
vinced the  court  that  they  had  created 
the  idea  for  Paramount's  hit  movie 
Coming  to  America.  The  movie  re- 
portedly grossed  over  $350  million 
worldwide — but  in  its  defense  against 
Buchwald,  Paramount  claimed  that  it 
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had  made  no  money  on  the  film. 

Where  does  the  money  spent  o 
films  go?  The  new  irs  task  force  wan 
to   know.   Among   the   agents'   to] 
questions:  Do  movie  companies  hidi 
profits  from  the  taxmen  by  shovin 
income  into  subsidiaries  situated  ir   si 
overseas  tax  havens?  Do  many  in  the  em 
industry  work  as  "independent  con  aw  > 
tractors,"  not  as  employees,  so  the)  im.V.. 
get  to  claim  more  deductions?  Shoulc   u  uiv 
limos  and  other  expensive  perks  paid 
to  stars  be  reported  as  income  to  the 
stars?  And  so  on. 

But  will  a  different  kind  of  politic 
now  impede  the  irs'  pursuit  of  po 
tential  Hollywood  tax  evaders?  Som< 
of  President-elect  Bill  Clinton'! 
most  ardent  supporters  are  likely  to* 
find  their  books  being  examined  bjipl  r 
Hollywood's  new  agents.  i  H. 


Modern  Times 

For  years  tabloid  newspapers  hav 
used  sweepstakes  contests  to  buil 
circulation.    Now   the    snooty    N 
York  Times  has  gotten  into  the  act 

The  Times  contest  is  tied  to  th 
Nov.    20   opening   of  Home  Alo 
2  .  .  .  Lost  in  New  York,  the  sequel  to 
the  1990  smash  hit  Home  Alone;  bo 
films  are  from  press  baron   Rupe 
Murdoch's  Twentieth  Century  l;o 
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A  scene  from  "Home  Alone  2' 
Find  the  star;  win  a  prize. 
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ich  day  for  a  two-week  period  the 
•■mes  will  run  a  photograph  of  the 
m's  star,  Macaulay  Culkin,  some- 
lere  in  the  paper.  Find  the  photo, 

I  out  a  coupon  and  send  it  in  to  the 
: mes  along  with  your  name,  address, 
c,  and  you  enter  a  pool  from  which 
e  winners  will  be  drawn  by  Dec.  15. 
le  grand  prize:  a  weekend  for  four  at 
e  Plaza  Hotel  that  the  Times  values 

about  $5,000,  and  a  $1,000  gift 
rtificate  from  Bloomingdale's — 
etty  small  change  compared  with 
e  tens  of  thousands  of  dollars  tab- 
ids pay  out  in  their  sweepstakes. 
Look  for  more  promotional  con- 
sts  to  come  from  the  Times.  Among 
em:  a  sweepstakes  for  a  trip  to  Am- 
erica. Says  Times  spokesman  Wil- 
m  Adler:  "We  really  have  our  cre- 
ive  caps  on."  -Lisa  Coleman 

red-faced  seller 

N  Nov.  4,  AT&T  offered  to  acquire 
>%  of  McCaw  Cellular  Communica- 
)ns.  Whoever  sold  several  million 
cCaw  shares  a  few  days  before  the 
al  was  announced  must  now  be 
ally  fuming. 

Here's  what  we  know:  On  Oct.  21 
d  22,  Goldman,  Sachs  &  Co.,  a 
arketmaker  in  McCaw  shares, 
eked  up  two  big  blocks  of  McCaw's 
hav  V  stock  from  a  single  seller.  The 
buil  Dcks  totaled  9  million  shares.  Price 
Ml  the  seller:  about  $21  a  share.  Two 
ict.  :eks  later,  after  the  AT&T  announce - 
ent,  McCaw  was  trading  at  $32. 
hoever  sold  left  nearly  $100  million 
i  the  table. 

The  seller  is  rumored  to  have  been  a 
lit  of  the  Capital  Group  Inc.,  which 
vned  about  10  million  McCaw 
ares  as  of  Sept.  30.  The  firm 
)uldn't  comment. 
Goldman  says  it  crossed  the  stock 
other  buyers  and  that  only  4Vfe 
illion  shares  were  traded.  But  some 
all  Streeters  believe  that  Goldman 
)ught  some  of  the  shares  for  its  own 
count,  at  least  temporarily,  and  may 

II  hold  them.  If  so,  the  firm  is  sitting 
l  a  windfall. 
One   Curious   coincidence:    Gold- 

n  has  been  an  investment  banker  to 
■itish  Telecom,  which  paid  $42.50  a 
are  for  its  22%  stake  in  McCaw,  and 

s  now  agreed  to  sell  the  stake  to 
"&T — but  at  $49  a  share. 

-Iames  R.  Norman  im 
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You  always  come  back  to  the  basics;  ji*8^ 


DRINK  RESPONSIBLY.  IT'S  ONE  OF  THE  BASICS. 

Jim  Beam1  Kentucky  Straight  Bourbon  Whiskey,  40%  Alc./Vol.  (80  Proof).  ©  1992  James  B.  Beam  Distilling  Co.,  Clermont,  K Y. 
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Fori  Sam  Houston  Cavalry  Ofjicers  rule  by  our 
original  store  in  their  Lucchese  Boots. 


Handmade  Boots, 

Apparel  and  Accessory 

Catalogue  by  Mail. 

Call  (800)  548-9755. 


SINCE  1883 
SAN  ANTONIO,  TEXAS  78209 


Be  your  own 
weatherman. 

Why  wait  for  a  professional  weather  report 
when  you  can  have  it  at  your  fingertips 
anytime  you  want.  The  Weather  Monitor  II 
offers  the  most  complete  state-of-the-art 
weather  monitoring  system  you  can  buy. 


•Highs  &  Lows 

•  Instant  Metric 
Conversions 

•Outside  Humidity 
&  Dew  Point  Option 

•  Rainfall  Option 
Optional  PC 
Interface 


FEATURES  INCLUDE: 

•Inside  &  Outside  Temps 

•Wind  Speed  &  Direction 

•Inside  Humidity 

•Time  &  Date 

•Barometer 

•Wind  Chill 

•Alarms 


Weather  Monitor  II 

The  Professional 
Home  Weather  Station 

Order  today:  1-800-678-3669  •  FB624B 

M  -  F  7  a.m.  to  5:30  p.m.  Pacific  Time  •  FAX  1-510-670-0589 
M/C  and  VISA  •  One-year  warranty  •  iO-day  money-back  guarantee 

AVIS  INSTRLMENTS  3465  Diabio  Ave.,  Haywaro,  CA 94545 


One  billion  is  enough 

Sir:  If  all  the  Forbes  billionaires 
agreed  to  limit  themselves  to  their 
basic  billion  and  handed  over  the 
excess  as  a  gift  to  their  Uncle  Sam, 
Uncle  Sam  would  end  up  with  some 
$90  billion  without  one  member  of 
the  club  having  to  give  up  a  single 
necessity  or,  for  that  matter,  a  single 
luxury  .  .  .  not  a  house,  not  a  car,  not  a 
boat,  not  nothing. 

The  right  to  earn  and  keep  a  billion 
dollars  is,  as  far  as  I'm  concerned,  a 
tenet  of  a  capitalist  society — more 
than  that,  maybe  we  should  rethink. 
Maybe  a  billion  is  a  good  place  to  stop 
(The  Forbes  Four  Hundred,  Oct.  19). 

The  creme  de  la  creme  of  The 
Forbes  Four  Hundred  wouldn't  even 
have  to  part  company  with  their  ex- 
cess over  their  basic  billion,  just  park 
the  excess  billions  in  a  job-training 
program  or  a  science  scholarship  pro- 
gram or  a  Head  Start  program. 
-Don  Hewitt 

Executive  Producer,  60  Minutes 
CBS  News 
New  York,  N.T. 

Looking  forward 

Sir:  Re  your  article  "Repentance" 
(Oct.  26)  on  Bank  of  Boston.  Far  from 
the  overly  cautious  attitude  suggested 
by  Forbes,  there  is  a  feeling  of  opti- 
mism and  renewed  purpose  that  ex- 
tends far  beyond  the  walls  of  the  bank. 
While  we  think  it's  only  prudent  to 
learn  from  the  experience  of  the  past, 
there  is  much  to  be  gained  by  walking 
into  the  future  facing  forward. 
-Constance  Hubbell 
Director  of  Media  Relations 
Bank  of  Boston 
Boston,  Mass. 

Putting  on  the  brakes 

Sir:  Re  "Designated  inmates"  (Oct. 
26).  The  Oregon  Department  of  En- 
vironmental Quality's  first  attempt  to 
lock  up  environmental  criminals  re- 
sulted in  an  embarrassment  to  Ore- 
gon's reputation  as  a  state  that  works 
with  its  small  businesses  and  encour- 
ages recycling.  An  unchecked  en- 
forcement resulted  in  131  criminal 
complaints  against  a  recycler  for  hav- 
ing 131  barrels  of  used  oil  at  his  rural 
farm.  DEQ  spent  more  than  $200,000 
prosecuting  him  when  a  simple  letter 


compliance  order  would  have  correct 
ed  the  situation.  When  given  thi 
absolute  power,  regulatory  agencie 
must  have  the  absolute  checks  an 
balances  built  into  the  system  that! 
prevent  this  abuse  of  power  and  em- 
barrassment  to   legitimate   enforce- 
ment efforts. 
-Dick  Briggs 
Eugene,  Ore. 


Heart 
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Distinction 

Sir:  With  respect  to  Forbes'  reference 
to  First  Philadelphia  in  its  article  "Bull 
where  are  the  cops?"  (Oct.  26),  our  i1 
firm  has  never  done  any  business  with  "l ;: 
Mr.  Brennan  or  any  of  the  companies  'w'; 
mentioned  in  your  article,  and  has  no 
knowledge  whatsoever  of  any  of  the  ■"<• 
facts  and  events  reported  by  Forbes.  ■!)«>;■ 
-Michael  J.  Charvala 
Vice  President  p; 

First  of  Philadelphia 
Investment  Group 
Philadelphia,  Pa. 

Our  reference  in  the  Robert  Bren-  ».r. 
nan  story  was  to  First  Philadelphia,  I  I 
New  York  corporation,  not  to  First  o, 
Philadelphia  Investment  Group.-Eo 


Down  with  ties 

Sir:  Re  "Is  your  shirt  killing  you?' 
(Nov.   9).  Come  on,  where's  youi 
courage?  Strike  a  blow  to  free  us  fro 
the  dictates  of  outdated  fashion:  Shed 
those  neckties  and  go  open-collar! 
-James  C.  Skelton 
Investment  Adviser 
PaineWebber,  Inc. 
Plantation,  Fla. 
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leart  to  heart 

ir:  Our  concern  is  the  reference  to 
tie  American  Heart  Disease  Preven- 
ion     Foundation     as      "American 
leart"    ("The    accounting    games 
harities  play,"  Oct.  26).  This  would 
ertainly  imply  to  many  readers  the 
unerican   Heart  Association,   with 
hich  the  American  Heart  Disease 
'revention  Foundation  has  no  affili- 
tion.   Today  with   the   soundalike 
ames  it  is  very  easy  for  the  general 
ublic  to  become  confused. 
Chris  Martin 
"Bu   Chairman,  Board  of  Directors 
American  Heart  Association 
Aontana  Affiliate,  Inc. 
reat  Falls,  Mont. 
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ir:  Mothers  Against  Drunk  Driving 
jllows  the  principles  set  forth  by  the 
unerican  Institute  of  Certified  Public 
ccountants  (aicpa),  and  the  auditing 
rm  of  Ernst  &  Young  conducts  an 
nnual   audit  each  year  to   ensure 
iadd's  compliance. 
Robert  J.  King 
Executive  Director 
Mothers  Against  Drunk  Driving 
rving,  Tex. 


llive 

ir:  "Investing  your  way  in"   (Oct. 
9)  refers  to  the  "late  Norton  Si- 
voiBion."  Please  be  informed  that  Mr. 
Jorton  Simon  is  very  much  alive. 
Joyce  St.  Marie 
Issistant  to  Norton  Simon 
\everly  Hills,  Calif. 

Forbes  regrets  the  error.-En. 


nf orming  the  consumer 

ir:  You  should  recognize  that  the 
ealth  care  marketplace  differs  from 
ther  American  markets  in  one  over- 
helmingly  important  respect:  The 
onsumer  lacks,  adequate  price  infor- 
lation  (Fact  and  Comment,  Oct.  26). 
or  that  reason,  I  suggest  a  "free 
nterprise"  solution  to  burgeoning 
ealth  care  costs:  universal  price  ad- 
trtising  by  health  care  providers.  Ad- 
ertised  prices  will  reestablish  the 
onnection  between  production  and 
emand  that  is  the  heart  of  any  work- 

le  market. 

.  Clark  Newhall,  m.d.,  j.d. 
*ark  City,  Utah 


"\ 


orbes  ■  December  7,  1992 


JOY...  JOY...  JOY !!! 
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THE  COSTLIEST  PERFUME  IN  THE  WORLD. 


Neiman-Marcus 


JEAN  PATOU 

PARIS 


The  difference  be^A/een 
enjoying  a  fine  agar 
and  savourin 
one  is  Davidd 


The  Davidoff  Connoisseur  Cigar  Sampler 
A  selection  of  five  sizes  and  shapes 
that  will  delight  those  who  look  forward 
to  the  experience  of  a  fine  cigar. 

Packaged  carefully  and  tastefully 
in  its  own  protective  case,  this 
sampler  makes  a  wonderful  gift. 

Come  in,  or  call.  Find  out  why 
the  difference  Petween  enjoying 
and  savouring  is  Davidoff. 


Shown  Dovdoff  Cigor  Sampler 
as  described.  S36  00  Price  differs 
slightly  outside  New  York.  For 
catologue  orders, 
coll  1-800-328-4365 


DAVIDOFF  OF  GENEVA.  INC 

535  Madison  Avenue  at  54th  Street.  New  York 

212-751-9060  or  800-548-4623 

232  Via  Rodeo,  North  Rodeo  Drive.  Beverly  Hills 

310-278-8884  or  800-328-0039 

For  those  who  ore  obsessed  with  quality. 


GENEVA.  ZURICH.  LONDON.  AMSTERDAM.  BRUSSELS.  PARIS.  FRANKFURT,  HONG  KONG.  SINGAPORE.  BANGKOK. 
KUALA  LUMPUR.  TOKYO.  MONTREAL.  TORONTO.  NEW  YORK.  BEVERLY  HILLS 


C  yjrance  has  never  been 
^^^        so  close  to  home. 
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rom  the  moment  you  step  into  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  be  the  o\ei -stuffed  chairs. 
Maybe  it's  the  (ruffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  oj  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour."  You  have  found  a  new  wax  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  /iodic  when  you  are  away 
from  yours.  Just  ask  mho 
travel  agent  or  call 
l-800-SOFITEL. 
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Hotel  Sofitel 

NORTH      AMERICA 
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CHICAGO     •     HOUSTON     •     LOSANGM/N 


MIAMI 


MINNEAPOLIS 


SAN  FRANC  IS(OH\) 
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Fact  and  Comment 


'With  all  thy  getting  get  understanding" 


5y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


A  HORRIFIC 

s  about  to  unfold  in  Bosnia.  Several  hundred  thousand 
people  may  die  in  the  winter  because  of  Serbian  aggres- 
;ion  and  the  resultant  cutoffs  of  food,  fuel  and  clothing. 

Rarely  has  the  U.S.  been  so  unresponsive  to  such  a  scale 
)f  suffering:  Stalin's  mass  murder  of  the  kulaks  in  1929- 
1934,  German  genocide  against  the  Jews  during  World 
Afar  II  and  the  Khmer  Rouge's  extermination  of  nearly 
jne-third  of  Cambodia's  people  in  the  late  1970s.  Our 
policies  have  been  pitifully  ineffectual,  inadequate  in  the 
"ace  of  Serbia's  murderous  rampages. 

The  U.S. -backed  U.N.  arms  em- 
bargo doesn't  hurt  the  already  well- 
tocked  Serbs  but  deprives  the  de- 
enseless  Bosnians  of  any  means  of 
protecting  themselves  and  their  land. 
'  We  urge  peacekeeping  forces  and 
clief  efforts,  but  the  peacekeepers  run 
or  cover  whenever  the  Serbs  open  fire, 
ind  the  amount  of  relief  is  woefully 
•mall.  Meanwhile,  the  Serbs  continue 
heir  ethnic  cleansing  and  their  territorial  conquests. 

Our  passivity  is  a  mistake  on  two  fundamental 
ounts:  It  is  morally  repulsive,  and  it  se£s  a  dreadful 
precedent  for  extreme  nationalists  in  Eastern  Europe 
ind  the  former  Soviet  Union. 

Ethnic  rivalries  there  are  as  potentially  murderous  as 
hey  are  now  in  the  Balkans.  Former  communists  and 
nationalist  fanatics  in  Russia  are  already  dreaming  of 
eestablishing  the  old  empire.  Ethnic  conflicts  in  Geor- 


TRAGEDY 

gia,  Moldova,  Armenia  and  Azerbaijan  are  intensifying. 
Violence  in  the  Baltic  states,  which  have  sizable  Russian 
and  Polish  minorities,  is  also  likely.  And  trouble  brews 
in  Russia  and  in  Ukraine. 

Serbia's  acts  have  created  hundreds  of  thousands  of 

refugees,  many  fleeing  to  Western  Europe,  where  their 

presence  is  apt  to  fan  riotous  backlashes  from  local  peoples. 

Looking  at  what  Serbia's  gotten  away  with  so  far,  it  will 

be  sorely  tempted  in  coming  months  to  ethnically  cleanse 

its  Kosovo  province,  which  is  90% 

Albanian.  Albania,  Greece,  Turkey, 

Bulgaria  and  Macedonia  could  find 

themselves  sucked  into  conflict. 

What  to  do?   First,  follow  Mrs. 
Thatcher's  months-ago  advice  and 
arm  the  Bosnians,  just  as  during  the 
1980s  we  armed  the  Afghans  against 
their    Soviet    occupiers.    Not    one 
American  soldier  died  in  Afghani- 
stan, but  Moscow's  aggression  was 
turned  back.  After  all,  Serbian  onslaughts  against  Cro- 
atia dropped  dramatically  when  Croats  obtained  arms 
on    the    international    black   market.   We    should    also 
consider  missile  or  air  strikes  against  Serbian  gunners 
besieging  cities  such  as  Sarajevo.  The  point:  Aggression 
is  not  without  price. 

Belgrade  should  be  told  that  our  arming  its  enemies  and 
our  occasional  airstrikes  won't  stop  until  it  allows  adequate 
relief  to  reach  Bosnia  and  pulls  back  from  its  conquests. 


WRETCHED  RUMBLINGS  FROM  RUSSIA 


Russia  continues  to  deteriorate,  with  consequences  that 
ould  be  profoundly  troubling  to  our  future  safety.  While 
ommunism  has  lost  there,  democracy  has  not  won. 

The  emergence  of  an  authoritarian  regime  is  a  distinct 
Possibility.  Onetime  communists,  former  Soviet  Army 
)fficers  and  the  still  strong  KGB  arc  flexing  political  muscle 
igain.  The  ruble  is  becoming  virtually  worthless.  U.S.  aid 
las  been  almost  nonexistent.  The  deepening  economic 
nalaise  is  sapping  people's  resistance  to  the  reemergence  of 
he  old  guard.  Aggressive  nationalism  is  resurging.  The  idea 
f  free  markets  and  democracy  is  being  discredited. 
Russia  has  already  halted  the  pullout  of  its  troops  from 
tvia,  Lithuania  and  Estonia.  The  military  is  backpedaling 
its  promise  to  destroy  those  lethal  SS- 1 8  nuclear  missiles. 
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The  situation  with  other  countries  of  the  former  Sovi- 
et Empire  is  also  grim.  In  Ukraine,  Marxist  (>ld  guardists 
are  blocking  or  diluting  pro-democratic  reforms.  In 
Lithuania,  communists  have  won  elections.  Reason: 
economic  distress. 

In  Eastern  Europe,  Czechoslovakia  is  breaking  apart. 
Democracy  will  get  short  shrift  in  Slovakia.  Strongman 
Vladimir  Meciar's  government  is  full  of  apparatchiks  from 
the  old  regime.  Media  judged  to  be  insufficiently  friendly 
to  the  government  are  being  threatened,  including  Radio 
Free  Europe  (whose  board  I  chair).  Meciar  is  also  making 
threatening  noises  against  the  considerable  Hungarian 
minority  that  lives  in  Slovakia. 

One  year  ago  the  Gallup  Organization  did  extensive 
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surveys  in  these  formerly  communist  nations  and  found 
among  the  people  deep  pessimism  and  a  rapidly  falling 
faith  in  democracy. 

The  U.S.  and  the  West  have  been  singularly  unimagi- 
native in  responding  to  once  promising  events  there. 


Instead,  we  have  told  these  people  to  take  the  toxic 
prescriptions  of  the  International  Monetary  Fund,  which 
have  only  deepened  the  economic  crisis. 

Will  Clinton  summon  a  Trumanesque  capacity  to  nur- 
ture democracy  before  it's  too  late? 


SMART  MOVE  THEN— AND  TODAY 


Whkn  John  Kennedy  won  the  presidency  32  years  ago,  he 
named  a  prominent  Republican,  Douglas  Dillon,  to  head 
the  Treasury  Department.  Purpose:  to  assure  one  and  all 
that    the    Kennedy    Administration 
would   pursue   noninflationary  eco- 
nomic growth  policies.   Dillon  had 
held  high-powered  posts  in  the  Eisen- 
hower   Administration    and    would 
have  become  Secretary  of  State  if  the 
GOP  had  won.  It  was  a  brilliant  action. 
The  JFK- Dillon  initiatives,  particular- 
ly across-the-board  income  tax  cuts, 
set  in  motion  a  powerful  boom.  Clin- 
ton should  make  a  similar  gesture. 

Perfect  candidate:  Financier  Ted 
Forstmann.  Forstmann  made  money 
and  achieved  fame  with  leveraged  buyouts.  But  he  es 
chewed  both  junk  bond  excesses  and  hostile  takeovers 


Humanitarian  Forstmann: 

Helping  Bosnian  refugee  children. 


He  emerged  from  the   1980s  with  his  reputation  for 

HOW  TO  SUCCEED  IN  THE  HIGH-TECH  AGE 


probity  enhanced.  More  important  for  Clinton  and  the 
country,  Forstmann  recognizes  that  the  engine  of 
growth  and  innovation  is  new  businesses.  Meaningful 
expansion  will  not  come  from  job- 
shedding  blue-chip  corporations. 
During  the  late  boom,  America's 
largest  companies  cut  some  2  mil- 
lion people  from  their  payrolls,  yet 
the  American  economy  created  20 
million  new  jobs,  including  a  record 
number  of  high-paying  ones.  Most 
of  these  cases  were  startups. 

Forstmann  is  public-spirited.   He 
has  made  two  trips  to  war-torn  Bos- 
nia with  his  plane  full  of  supplies. 
He  persuaded  a  number  of  compa- 
nies to  contribute  life -sustaining  products. 

Prevailing  upon  Forstmann  to  become  Treasury  Secre- 
tary would  be  a  ten-strike  for  Clinton — and  for  the  nation. 


We  are  entering  an  era  that  will  bring  about  more 
fundamental  change  in  the  way  that  we  do  business,  and 
in  the  businesses  that  we  do,  than  the  Agricultural  and 
Industrial  Revolutions  combined. 

That's  why  we're  so  excited  about  our  newest  supple- 
ment, ASAP,  which  Forbes'  subscribers  will  receive  four 
times  a  year,  beginning  with  this  issue. 

ASAP  is  a  publishing  breakthrough.  Its 
basic  mission  has  never  been  attempted  be- 
fore— to  write  about  technology  for  the 
business  generalist  as  well  as  the  computer 
specialist.  You  don't  have  to  be  an  engineer 
to  understand  the  importance  of  an  automo- 
bile. So,  too,  you  don't  have  to  be  a  pro- 
grammer or  an  information  officer  to  recog- 
nize how  increasingly  crucial  high  tech  is  to 
the  prospects  of  your  company. 

Our  goal  is  to  help  executives  bring  their 
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companies  into  the  information  age.  We  will  concentrate 
on  those  visionaries  inventing  and  nurturing  new  tech- 
nologies and,  more  important,  on  how  wise  executives 
are  putting  those  technologies  to  excellent  use.  Only 
knowledgeable  top  managers  can  restructure  their  com- 
panies to  take  full  advantage  of  the  extraordinary  tools 
coming  their  way.  High  tech  is  now  too 
important  to  leave  to  the  techies. 

ASAP's  icon  is  the  "fast"  company.  Edi- 
tor Rich  Karlgaard  says,  "A  chasm  is  opening 
between  what  we  call  slow  companies  and 
fast  companies.  Fast  companies  are  those  that* 
learn  a  la  Wal-Mart  to  stop  thinking  of  infor- 
mation technology  as  merely  a  cost-cutting 
tool  and  begin  to  understand  it  as  a  means  of 
transforming  every  aspect  of  business." 

Vision  and  practicality  will  be  the  hall- 
marks of  Forbes  ASAP. 


RESTAURANTS-GO,      NSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Arcadia— 21  East  62nd  St.  (Tel:  223-2900).  A+ fare. 
But  beware.  Arcadia  huddles  diners  very  closely.  You'll 
likely  hear  more  of  other  people's  chitchat  than  you  care  to. 

May  We — 1022  Lexington  Ave.,  at  73rd  St.  (Tel: 
249-0200).  Everybody  smiles,  and  the  waiters  at  least 
pretend  bonhomie.  But  the  food  just  doesn't  make  it. 

•  March— 405  East  58th  St.  (Tel:  838-9393).  Really 
hits  its  stride  with  main  courses.  Confit  and  grilled  duck 
with  honey  and  sauterne  sauce  imaginatively  prepared. 
Rack  of  lamb  with  herbed  crust,  and  grilled  chicken  with 
potato  pancakes  and  spicy  cider  sauce,  also  a  great  success. 

•  Le  Pistou— 134  East  61st  St.  (Tel:  838-7987). 


Charming  little  bistro  that  offers  excellent  French  fare  in  a .' 
warm,  unpretentious  setting. 

Poiret — 474  Columbus  Ave.,  near  83rd  St.  (Tel: 
724-6880).    Nothing   special.    Caesar   salad,   curious 
bland;  Saumon  a  la  Pecheur,  heavily  oversauced 
uninterestingly  elaborate. 

•  Sarabeth's — 1295  Madison  Ave.,  near  92nd  StJ 
(Tel:  410-7335).  First-class  meals — everything  fresh,  cre- 
atively prepared,  beautifully  presented.  Sarabeth's  startec 
out  as  a  dessert  place,  and  the  concoctions  arc  sublime 
e.g.,  a  chocolate  truffle  cake  that  defies  comparison .  But  \ 
prepared  to  wait.  And  wait. 
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THE  PFIZER  HEALTHCARE  SERIES 


Depression. 

It  can  affect  you  in  ways  you 
would  never  suspect 


•  a  loss  of  interest  or  pleasure 
in  your  job,  family  life, 
hobbies  or  sex 

•  difficulty  in  concentrating 
or  remembering 

•  physical  pains  that  are 
hard  to  pin  down 

•  sleep  disturbances 

•  appetite  loss  (or  overeating) 

•  unusual  irritability 


•  a  loss  of  self-esteem  or  an 
attitude  of  indifference 

•  a  downhearted  period  that 
gets  worse  and  just  won't 
go  away 

•  frequent  or  unexplainable 
crying  spells 


A  combination  of  the  above  symptoms, 
persisting  for  two  weeks  or  more,  can 
be  an  indication  of  depressive  illness 
and  a  warning  to  seek  the  advice  of  a 
doctor. 


Because  depression  can  be  a  lot  more  than  just  "the  blues." 

Over  10  million  Americans  today  may  suffer  from  depression.  Unfortunately,  it  often  goes  unre- 
ported, and  therefore  undiagnosed  and  untreated,  because  people  don't  recognize  the  symptoms 
for  what  they  are.  Yet,  depression  can  be  diagnosed  and  treated  in  most  cases.  It's  most  important 
to  realize  that  you  are  not  alone  by  any  means. 
Do  something  for  yourself  and  for  those  you  love.  See  your  doctor. 

For  a  poster-sized  reprint  of  this  message,  write:  Pfizer  Pharmaceuticals,  P.O.  Box  3852, 
Grand  Central  Station,  New  York,  NT  10163. 


A  message 
in  the  interest 
of  better 
health  from 
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LIS.  Pharmaceuticals 

A  PARTNER  IN  HEALTHCARE™ 


A  substance  abuse 

program  at  work 

can  save  employers 

money  on  insurance. 


It  can  also 
save  employees. 
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It  costs  more  to  replace  an  employee  than 
it  does  to  rehabilitate  one.  A  substance 
abuse  program  at  work  may  also  reduce 
accidents  and  insurance  premiums.  Best 
of  all,  it  can  help  you  keep  those  people 
you  wouldn't  give  up  for  anything.  If  you'd 
like  us  to  send  some  helpful  guidelines  for 
setting  up  a  substance  abuse  program  at 
your  company,  write:  Fighting  Substance 
Abuse  at  Work,  EO.  Box  303,  ¥T< 
Hartford,  Connecticut  06141. 
Aetna.  A  policy  to  do  more. 


*  1991  Aetna  Life  and  Casualty  Company 


Other  Comments 


What  Are  We  Waiting  For? 

In  early  October  both  houses  of 
Congress  approved  Senator  Joseph 
Biden's  amendment  to  a  Foreign 
Operations  Appropriations  Bill  au- 
thorizing $50  million  in  arms  trans- 
fers to  the  Bosnians,  pending  a  lifting 
of  the  U.N.  embargo.  The  amend- 
ment also  called  on  President  Bush  to 
seek  an  end  to  the  embargo. 

The  State  Department  has  consis- 
tently opposed  this  measure  on  the 
grounds  that  more  weapons  would 
merely  increase  the  fighting.  But  his- 
torical experience  with  such  one-sid- 
ed arms  embargoes  suggests  that,  to 
the  contrary,  the  absence  of  a  military 
counterbalance  to  Serb  forces  is 
lengthening  the  struggle  and  deep- 
ening the  disaster.  Indeed,  a  case  can 
be  made  that  the  absence  of  arms  in 
the  hands  of  the  legitimate  Bosnian 
government  is  the  main  reason  for 
the  growing  chaos  in  Bosnia. 
-Patrick  Glynn,  The  New  Republic 

Dueling  Colas 

Ac;cordingto  beverage  industry  lore, 
the  Coca-Cola  Co.  prospers  under 
Democratic  administrations,  while 
PepsiCo  thrives  under  the  G.O.P. 
The  pattern  was  established  in  World 
War  II,  when  FDR  asked  his  former 
Postmaster  General,  James  Farley — a 
Coca-Cola  executive— to  help  supply 
ice-cold  colas  to  the  troops.  Soon 


Coke  had  bottling  plants  around  the 
world.  Last  year,  80%  of  its  profits 
came  from  overseas. 

The  cold  war  offered  Pepsi  a  charfce 
to  fight  back.  In  1959,  Pepsi  executive 
Donald  M.  Kendall  used  his  Republi- 
can connections  to  arrange  for  Pepsi 
to  be  the  only  soft  drink  displayed  at 
the  American  National  Exhibition  in 
Moscow.  Vice  President  Nixon  con- 
vinced Soviet  Premier  Khrushchev  to 
hoist  one  with  him,  and  the  shared  sip 
became  a  famous  image  of  the  era,  as 
Mr.  Nixon  seemed  to  tempt  the  Soviet 
leader  to  drink  from  the  intoxicating 
goblet  of  consumerism. 
-Eben  Shapiro,  New  York  Times 

No  One  Knows  Better 

I  think  all  entertainers  are  exhibition- 
ists, admitted  or  not. 
-Madonna,  Newsweek 

Don't  Buy  the  Myth 

In  the  United  States,  a  myth  of  the 
Eighties  as  a  decade  of  individual 
greed  and  national  bankruptcy  seems 
to  have  been  widely  disseminated  and 
accepted.  The  actual  record — in- 
creased economic  well-being  for  all 
classes  at  the  cost  of  a  manageable 
increase  in  national  indebtedness — is 
now  regularly  dismissed  as  the  "illu- 
sions" of  the  Reagan  years. 

We  are  asked  to  treat  the  millions  of 
jobs,  houses,  cars,  consumer  goods, 


new  companies,  personal  computers, 
VCRs,  original  technologies,  moderr 
industries  and  greatly  increased  chari- 
table giving  as  "transient  phantoms." 
I  am  reminded  of  George  Orwell' 
remark:  "You  have  to  be  an  intellectu- 
al to  believe  such  nonsense.  No  ordi- 
nary man  could  be  such  a  fool." 
-Lady  Margaret  Thatcher, 

at  the  CNN  World  Economic 

Development  Congress 
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My  God,  now  it's  OUR  deficit. 
-Daniel  Patrick  Moynihan, 

Senator  (D-N.Y.), 

Wall  Street  Journal 

Let  Go  and  Go  On 

Th  ere's  a  trick  to  the  Graceful  Exit .  I| 
begins  with  the  vision  to  recognizi 
when  a  job,  a  life  stage,  a  relationship  ii 
over— and  let  it  go.  It  means  leavin] 
what's  over  without  denying  its  valid- 
ity or  its  past  importance  to  our  live: 
It  involves  a  sense  of  future,  a  beliel 
that  every  exit  line  is  an  entry,  that  wi 
are  moving  on,  rather  than  out. 
-Ellen  Goodman, 
quoted  in  Leadership,  by 
William  Safire  and  Leonard  Safir 

Proofreader  Wanted 

Forge  r surviving  the  interview — yoi 
won't  even  get  your  foot  in  the  door 
with  resume  typos  and  trip-ups  like! 
these,  collected  by  Accountemps: 

■Education:  Curses  in  liberal  arts, 
in  computer  science,  in  accounting] 

■My  resume  shows  my  critical  ca- 
reer developments.  I'm  also  includj 
ing  other  important  parts  of  me. 

■Auditing  for  small  manufacturing 
companies  since  1877. 

■Self-image:  An  octagon  with 
smooth,  radius  angles  versus  a  plain 
square  with  sharp  corners. 

■An  obsession  for  detail;  I  like  toj 
make  sure  I  cross  my  i's  and  dot  my  t'sJ 

And  our  all  time  favorite: 

■Referees  available  on  request. 

To  keep  score  of  those  typos. 

-Catherine  Fredman, 
Working  Woman  • 


30 


Forbes  ■  December  7,  l*w 


No  Other  Car  Can  Make  This  List. 


Intermittent 
wipers 


3  speed  automatic 
_  transmission 


3.11.  V 6  with 

mult i  port 
fuel  injection 


Lubed  for  life 
suspension  components 


Lumina  Euro  Sedan,  it  comes  complete  with  all 

you  see  here.    With  a  responsive  3.1  Liter  V6  with  Multi-Port  Fuel 
Injection,  it's  a  6-passenger  value  that  is  excellent  ror  Meets.  The 
Corvette-inspired  independent  rear  suspension  design 
soaks  up  humps  and  helps  provide  a  smooth,  steady  ride, 
and  handling  that's  precise  and  predictahle  no  matter 
how  inhospitable  the  road.    Lumina  Euro  Sedan  also 
features  the  safety  or  its  standard  4-wheel  anti-lock  disc 
brake  system  (ABS).    In  addition,  Lumina  is  built  or 
two-side-galvanized  steel  body  panels  (except  roof)  to 
keep  surface  rust  from  developing  in  scratches  and  dings. 
And  as  you  might  expect,  Lumina  offers  more  interior 
room  than  Ford  Taurus,  Accord  or  Camry. 

A  methanol- 
fueled  Lumina  is  also  available  in  1993,  providing  your 
company  with  a  contemporary  alternative  that  lets  you 
become  less  dependent  on  petroleum  fuel. 
Chevy  Lumina  is  backed  by  the  biggest  fleet  sales  and 


VARIABLE    FUEL 


service  organization  in  the  business.    Call  Fleet  Operations  for 
details  at  1-800-248-2897. 

*    Chevrolet,  the  Chevrolet  Emblem,  Corvette  and  Lumina  and  are  registered  trademarks  and  Chevy  and  Euro  are 


JjM        trademarks  of  the  GM  Corp.    ©1992  GM  Corp.   All  Rigkts  ReserveJ.    Buckle  up,  Americ 


Cnevrolet.Tne  Heartbeat  Of  America! 


Beware  of  rabbits. 
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If  solutions  could  be  pulled  out  of  a  hat,  you  could  be  sure  of  one 
thing.  Everybody  would  have  one. 

That's  particularly  true  with  pensions.  Where  things  have  become 
so  complex,  few  providers  offer  the  full  range  of  administration, 
record-keeping  and  investments  needed  to  operate  a  successful 

401  (k)  or  retirement  plan 

Which  brings  us  to 
the  CIGNA  companies. 
We  have  the  nation's 
largest  network  of  sales 
and  service  specialists 
whose  sole  responsibility 
is  to  fulfill  retirement 
plan  needs. 

Which  means  our 
people  can  be  more 
knowledgeable  about 
your  program. 

And  how  it  will  be 
affected  by  changing 
financial  conditions  and 
regulations. 

What's  more,  they 
work  out  of  local  offices,  not  ivory  towers.  So  they're  available  when 
you  need  them.  Bottom  line:  From  plan  design  to  implementation 
and  ongoing  management,  we  achieve  the  kind  of  results  that  have, 
kept  our  client  and  asset  retention  rates  consistently  over  93%. 

For  information,  write  Group  Pensions,  Dept.  RE,  1600  Arch  St., 
Philadelphia,  PA  19103.  You'll  discover  we  have  a  lot  of  answers  in 
our  briefcase.  And  absolutely  nothing  up  our  sleeve. 


& 


We  get  paid  for  resultsT 


CIGNA 
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ommentary 

ii  events  at  home  and  abroad 


y  Caspar  W.  Weinberger,  Publisher 


THE  RISKS  OF  STIMULATING  THE  ECONOMY 


Promises,  Promises: 
But  Which  Ones? 


IK 
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DVERNMENT  attempts  to  stimulate  the  economy  are, 
r  the  most  part,  very  risky  business.  Usually  they  pro- 
ice  too  little  too  late  at  heavy  budgetary  cost.  Occasion- 
y  they  cause  too  much  stimulation  and  thus  encourage 
flation.  These  government- managed  attempts  are  like 
idng  to  dock  a  power  boat  with  a  throttle  that  has  only  a 
it-forward  control. 

If,  however,  President-elect  Clinton  carries  out  his 
mpaign  promises,  we  will  shortly  see  two  forms  of 
empted  economic  growth:  tax  credits  designed  to  spur 
vate  investment,  and  an  annual  $20  billion  worth  of 
ierally  financed  public  investment — or  public  works. 
Investment  tax  credits  are  an  old  remedy.  From  1962 
•1986  they  were  used  spo- 
iically.  Companies  that  in- 
sted  in  expanding  their  fu- 
e  capabilities  were  able  to' 
duct  amounts  at  7%,  in- 
cased to  10%  in  1975,  of 
ch  investments.  Mr.  Clin- 
n's  plan  is  less  encouraging 

d  more  complex;  indeed,  it  is  not  fully  worked  out. 
far  simpler  way  to  encourage  more  corporate  spend- 
l  is  to  lower  the  corporate  income  tax,  as  was  done 

1986.    Investment   tax   credits   do   stimulate   some 
ital  spending  that  probably  would  not  occur  other- 
se,  but  in  the  past  the  stimulus  and  the  increased 
ending  have  taken  at  least  two  years  before  any  effect 

been  realized. 
Whatever  the  new  Administration  recommends  will  be 
bated,  amended  and  perhaps  even  enacted  after  six  or 
ht  months.  After  that  the  IRS  will  have  to  issue  new 
;ulations;  tax  forms  will  have  to  be  changed,  and 
rporations  will  have  to  work  the  new  investments  into 
;ir  financial  plans.  So  it  will  be  at  least  1995  before  the 
ects  will  be  felt  by  any  sizable  section  of  the  economy. 
Far  less  effective  than  investment  tax  credits  is  the  old 
jidard  Democratic  panacea  of  public  works.  They  are 
ually  allocated  on  the  basis  of  at  least  one  for  each 
lgressional  district — and  more  for  those  districts 
■ved  by  committee  chairmen. 

The  President-elect  has  proposed  $20  billion  for  this 
riually.  Many  of  his  economic  advisers  feel  that  $50 
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billion  annually  would  be  required  to  have  a  pro- 
growth  effect.  They  also  favor  simply  adding  this  to  the 
budget  deficit.  The  campaign  promise  was  that  the  $20 
billion  per  year  would  be  financed  by  higher  taxes. 
These  will  fall  on  foreign  corporations  and  on  those 
most  likely  to  invest  in  job-producing  activities. 

The  real  trouble  with  all  this  is  that  again  the  money 
takes  too  long  to  reach  the  pocketbooks  of  those  who 
need  it.  When  I  was  at  the  Office  of  Management  and 
Budget,  this  kind  of  highway,  bridge  etc.  funding  used 
to  be  called  "three-year  money"  because  it  took  that 
long  to  reach  the  economy.  The  new  Administration 
says  it  can  deliver  faster  because  there  is  already  the 

Mayors'  List  of  $26  billion  in 
projects  that  have  been  de- 
signed and,  in  some  cases, 
contracted  out  and  are  just 
waiting  for  the  financing. 
But,  as  anyone  in  the  con- 
struction industry  knows,  the 
costs  of  planned  projects  in- 
crease the  longer  the  start  date  is  delayed,  and  many 
conditions  that  make  projects  feasible  or  necessary  also 
change  during  such  delays. 

It  is  likely  that  whatever  is  proposed  will  not  be  enacted 
before  the  summer  of  1993.  Then  federal  officials  will 
want  to  examine  each  of  these  Mayors'  List  projects. 
Time  could  be  saved  if  we  still  had  revenue  sharing  and 
simply  gave  the  funds  to  the  states  and  cities  as  we  used 
to.  Even  allowing  for  the  most  rapid  action,  it  will  be  well 
into  1995  before  the  $20  billion  or  $50  billion— or  the 
inevitable  compromise  sum — begins  flowing  to  the  peo- 
ple who  most  need  it.  By  that  time  the  economy,  unless 
further  damaged  by  various  "industrial  policy"  measures, 
should  be  fully  recovered. 

It  was  Dr.  Lewis  Thomas,  the  brilliant  physician-essay- 
ist, who  said,  "Most  things  get  better  by  themselves. 
Most  things,  in  fact,  are  better  by  morning."  Of  course, 
the  new  President  must  take— and  be  seen  as  taking- 
vigorous  action  to  start  economic  growth.  The  very  best 
thing  he  could  do,  but  probably  won't,  is  to  seek  major 
tax  reductions,  which  always  stimulate  the  economy — 
generally  as  soon  as  they  are  announced.  Hi 
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RELAX  &  ENJOY. 


IT  HAPPENS  TO  THE 
BEST  OF  US. 

Inevitably,  no  matter  how  much  we  struggle, 
in  one  way  or  another,  one  day  we  become  our 
parents.  Instead  of  resisting  this  notion,  we 
invite  you  to  celebrate  this  rite  of  passage  with 


an  exquisite  liqueur,  one  that  your  father  knew 


so  well.  Prambuie.  A  blend  of  the  finest  aged 


malt  scotch  whiskies,  heather  honey  and 


delicate  herbs  creates  a  unique  taste  that 


lingers  long  after  you've  finished  drinking  it. 


Perhaps  your  father  did  know  best  after  all. 


YOUR  TIME  HAS  COME.- 


TO  SEND  A  GIFT  OF  DRAMBUIE  INTHE  UnITEdSTATES.  CAU  1-800-238-4373.  VOID  WHERE  PROHIBITED  BY  LAW. 


THE  CHAIRMAN 


RALPH    LAUREN 


FOR    INFORMATION    I  -  8 0 0  ■  7  7 S -  7 6 5 6 
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EDITED  BY  HOWARD  BANKS 


Thanks  for  the  ITC,  but  what  about  AMT? 


At  his  first  press  conference,  on  Nov.  12, 
President-elect  Clinton  repeated  his  commit- 
ment to  introduce  an  investment  tax  credit  of 
some  sort.  But  what  he  said  about  itcs  begged 
most  of  the  important  questions. 

Topmost  question:  Will  he  also  push  to 
amend  the  corporate  alternative  minimum  tax? 
As  things  stand,  depreciation  and  the  benefit 
of  any  ITC  cannot  be  taken  as  credits  against  AMT; 
in  other  words,  companies  can't  use  deprecia- 
tion charges  to  reduce  their  AMT  liability.  This  is 
important.  AMT  is  now  paid  by  about  60%  of 
major  U.S.  corporations,  especially  the  most 
capital-intensive  ones.  "This  punitive  tax,  un- 
changed, would  therefore  vitiate  at  least  half  the 
beneficial  effect  of  an  ITC,"  says  Jerry  Jasin- 
owski,  president  of  the  National  Association  of 
Manufacturers. 

But  there  is  hope.  The  two  most  important 
taxmen  on  Capitol  Hill — Senator  Lloyd  Bent- 
sen  (D-Tex.)  and  Representative  Dan  Ros- 
tenkowski  (D— 111.) — have  already  agreed  that 


Here  come  the  lobbyists 

Come  Jan.  20,  Inauguration  Day,  special  in- 
terests in  Washington  are  supposedly  going  to 
be  curbed.  Well,  good  luck.  The  lobbyists  are 
already  lining  up  to  get  their  version  of  an  itc 
enacted. 

Apart  from  changing  the  AMT  rules,  power- 
ful organizations  such  as  NAM  and  the  American 
Council  for  Capital  Formation  are  already 
pushing  for  three  other  elements: 

■  Make  this  itc  permanent.  This  will  be  the 
fourth  time  an  ITC  has  been  introduced  (prior 
years  were  1962,  1968  and  1971,  with  a  rate 
increase  in  1975). 

■  Do  not  make  it  an  incremental  itc  because 
that  will  penalize  companies  that  have  been  in- 
vesting heavily,  and  it  also  adds  complication 
to  an  already  burdensome  tax  code.  (There  will 
be  a  fight  between  lobbyists  here.  Equipment 
makers  tend  to  favor  an  incremental  ITC,  since  it 
might  spur  extra  investment  and  might  be 
available  at  a  higher  rate  th?n  a  broader  ITC.) 

■  Cover  productive  equipment  but  not  build- 
ings. The  lobbyists  will  have  a  field  day  with  this. 
Should  an  ITC  embrace  trucks  and  company 
cars,  office  furniture,  even  barbers'  chairs  or 
washing  machines  for  rental  properties? 
(Many  such  items  were  covered  last  time.) 

The  batde  will  be  decided  less  on  economic 
than  on  fiscal  grounds,  meaning  the  impact  of 
the  credit  on  the  budget  deficit. 

The  ITC  being  touted  by  Clinton  advisers  (a 
temporary  credit  of  10%  on  investment  exceed- 


AMT  needs  rewriting. 

Next  most  important  question:  Timing. 
From  what  date  will  an  ITC  apply?  Most  people 
assume  Jan.  1,  but  nobody  has  said  that. 
Moreover,  Clinton  advisers  are  talking  of  an 
incremental  itc  that  would  only  cover  new 
investment  in  excess  of  80%  of  some  previous 
period's  investment. 

The  uncertainty  hurts.  Already,  easily  post- 
ponable  investments,  such  as  computers,  are 
reportedly  being  pushed  into  next  year,  on  the 
assumption  that  the  base  period  will  run 
through  this  December. 

In  other  words,  this  intended  boost  to  in- 
vestment could  today  be  hitting  equipment 
spending  (one  of  the  economy's  few  bright 
spots).  This  troubling  uncertainty  will  not  be 
cleared  up  until  the  new  President  names  his 
Treasury  Secretary,  probably  in  December,  and 
whoever  that  is  clears  the  air  with  a  more 
definite  statement  explaining  what  the  ITC  will 
cover,  and  from  when. 


ing  80%  of  the  investment  in  some  yet- to-be 
specified  prior  period)  would  cost  just  $4  billion 
a  year,  says  dri's  David  A.  Wyss,  rising  to 
maybe  $6  billion  if  trucks  and  autos  are  covered. 
But  when  he  allows  for  the  growth  and  new    « 
jobs  the  extra  investment  will  cause,  he  says  this 
kind  of  itc  would  pay  for  itself.  Congress  will 
like  that. 

A  broader  10%  itc  would  likely  cost  $40 
billion  a  year,  a  much  tougher  pill  for  Congress 
to  swallow.  (The  $100  billion  or  so  estimated 
cost  of  immediate  expensing  of  all  investment 
costs  is  the  reason  this  otherwise  preferable 
solution  will  likely  never  be  introduced.) 

The  claims  for  how  many  jobs,  how  soon, 
an  itc  will  create  are  already  being  exaggerated. 
Some  Clinton  advisers  claim  that  the  incre- 
mental ITC  will  add  up  to  500,000  new  jobs  by 
the  end  of  1993.  Discount  that.  Jasinowski's 
more  realistic  calculation  is  that  the  much  more 
costly,  10%  ITC  across  all  equipment  would 
add  $120  billion  a  year  to  gdp  in  the  fifth  year 
after  it  was  introduced.  That  would  typically 
support  some  1 .3  million  jobs.  The  effect  of  the 
10%  broad  itc  is  well  over  double  the  size  of 
that  estimated  for  the  incremental  ITC. 

There  is  little  doubt  that  an  ITC  is  the  most 
effective  quick  way  to  encourage  extra  capital 
spending,  which  is  no  bad  aim.  But  what  we 
are  also  witnessing  is  government's  return  to 
tinkering  with  and  attempting  to  fine-tune  the 
economy,  instead  of  getting  out  of  the  way.  Hi 
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Low  inflation  (3.2%  over  the  past  year)  isn't  the  only  good 
news  for  October.  Retail  sales  rose  0.9%  while  new 
unemployment  claims  declined  10%,  to  the  lowest  total 
since  September  1990.  But  the  Forbes  Index  component 
measuring  the  relationship  between  manufacturers'  orders 
for  durable  goods  and  inventories  remains  depressed.  The 
three-month  total  of  manufacturers'  orders  slipped  1.1% 
in  September,  for  the  third  consecutive  month,  while 
September  inventories  fell  only  0.5%.  Preliminary  figures 
show  the  Forbes  Index  with  a  0.5%  gain  in  October. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0%    I 

Auto  sales  year  to  date  vs  1S91 ' 
Index  of  leading  indicators  Sept  vs  Aug 
Trade  balance  12  months  ended  Aug  1992 

Ward's  Automotive 

1.5%    1 
-0.3%    1 

Dept  of  Commerce 
Dept  of  Commerce 

-$74bil  1 
0.3%    1 

All-commodity  producer  price  index  Oct  vs  Sept2 

Dept  of  Labor 

GDP  3rd  quarter  vs  2nd — annualized  growth 
M2  (3-month  change) — annualized  growth3 

Dept  of  Commerce 
Federal  Reserve 

2.7%  1 
2.2%    1 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  11/10/92.  2  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Services     •    Total  index 


Inventories      •    New  orders 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adiusted  (Dept  of  Commerce) 


125 


100 


2990 


2920 


2850 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


2780 

Personal  income  (Sbillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


155 


740 


730 


150 


Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 


SONDJFMAMJJASO 


40 


SONDJFMAMJJASO 


SONDJFMAMJJASO 


Forbes  ■  December  7,  199 


->, 


THE  BEST  REASON  YET  TO  CHOOSE 

COUNTY  17  INSTEAD  OF  THE  INTERSTATE. 

SAAB  INTRODUCES  THE  9000  CSE. 


The  Interstate  Highway  System 
y  be  a  prudent,  efficient  way  to  get 
m  point  A  to  point  B.  But  it's  not  much 
to  drive. 


IT'S  WAITING. 

Unfortunately,  the  same  could  be 
of  many  new  cars.  With  the  note- 
irthy  exception  of  the  Saab  9000  CSE, 
ports  sedan  you  *can  drive  hard  with 
jr  conscience  intact. 

Ask  it  to  run,  and  it  complies  as 


though  the  idea  were  its  own,  planting 
you  deeper  into  the  leather  upholstery. 
Yet  it  delivers  its  exhilarating  200hp* 
thrust  while  keeping  a  wary  eye  on  its 
^ys    own  fuel  appetites. 

Ask  it  to  embrace  serpen- 
tine roadways,  and  it  feels  slotted 
into  the  asphalt.  A  sensation  cre- 
ated, in  part,  by  a  new  chassis  design  that 
substantially  increases  torsional  rigidity. 

Ask  it  to  stop  on  a  rain-slicked  sur- 
face, and  a  unique  anti-lock  braking  system 
does  so  with  literally  inhuman  precision. 

Ask  it  to  help  you  survive  an  acci- 
dent, and  its  rigid  steel  safety  cage, 


crumple  zones,  driver's-side  air  bag  and 
new  side-impact  measures  are  put  to  work. 

The  result  is  a  car  that  responds  to 
your  emotions  without  betraying  your 
conscience.  And  one  whose  warranty 
(6  years  or  80,000  miles**)  could  well 
outlast  your  payments. 

To  learn  more,  choose  a  direct 
route  to  your  nearest  Saab  dealer,  where 
the  9000  CSE  awaits  your  test  drive.  And 
save  the  back  roads  for  the  trip  home. 
Or  call  1-800-582-SAAB. 


H  AVAILABLE  2  3-LITER  TURBOCHARGED  ENGINE.  "WHICHEVER  COMES  FIRST  SEE  YOUR  SAAB  DEALER  FOR  COMPLETE  DETAILS  ON  LIMITED  POWERTRAIN  WARRANTY  ©  1992  SAAB  CARS  USA.  INC. 


Forbes 


For  over  30  years  Ismail  Merchant  and  Jim  Ivory  have 
been  turning  out  intelligent  films  at  low  cost.  Finally 
Hollywood  is  paying  attention. 

A  reverence 
for  the  theater 


By  Richard  C.  Morais 

Merchant  Ivory  Productions,  an 
independent  film  company  with 
cramped,  dusty  offices  in  Bombay, 
London  and  New  York,  is  writing  its 
own  ticket  in  Hollywood  these  days. 
Consider:  Columbia  Pictures  is  pick- 
ing up  the  $11.5  million  budget  for 
The  Remains  of  the  Day,  a  Merchant 
Ivory  adaptation  of  Kazuo  Ishiguro's 
award-winning  novel  about  a  butler. 
While  Columbia  Pictures  takes  the 
risks,  Merchant  Ivory  gets  a  cut  of 
gross  box  office  receipts — jumping 
from  5%  to  25%  as  ticket  sales  in- 
crease. Merchant  Ivory  retains  com- 
plete artistic  control. 

That  sweet  deal  shows  how  much  in 
demand  is  the  brilliant  team  of  pro- 
ducer Ismail  Merchant,  55,  director 
James  Ivory,  64,  and  scriptwriter 
Ruth  Prawer  Jhabvala,  65.  In  the 
spring  Walt  Disney  Studios  bought 
North  American  rights  for  Jefferson  in 
Paris,  an  original  Jhabvala  script 
about  Thomas  Jefferson's  time  as  am- 
bassador to  France.  It  paid  Merchant 
Ivory  $3.7  million.  Disney  is  working 
on  at  least  four  other  projects  involv- 
ing Merchant  Ivory. 

Warner  Bros.,  meanwhile,  has 
signed  up  the  Merchant  Ivory  trio  for 
Picasso,  a  film  about  Francoise  Gilot's 
relationship  with  the  artist. 

Why  the  sudden  interest  in  Mer- 
chant Ivory?  For  three  decades  Mer- 
chant and  Ivory  have  been  making 
relatively  highbrow  films  on  relatively 
small  budgets  to  general  critical  ac- 
claim and  attracting  small  but  solid 
audiences:  Shakespeare  Wallah 
(1965),  Heat  and  Dust  (1983)  and 
Room  with  a  View  (1986).  But  they 
have  been  getting  hotter.  Howards 
End,  the  E.M.  Forster-inspired  film 
starring  Vanessa  Redgrave,  Anthony 
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Scene  from  Merchant  Ivory's 

"Howards  End" 

Best  film  of  the  year? 


Hopkins,  Emma  Thompson  and  Hel- 
ena Bonham  Carter,  is  attracting  big- 
ger audiences  than  earlier  Merchant 
Ivory  films.  "Howards  End  is  the  best 
movie  of  the  year,"  says  Jeffrey  Kat- 
zenberg,  chairman  of  Walt  Disney 
Studios. 

Merchant  Ivory  made  the  lush 
Howards  End  for  just  $8  million, 
compared  with  the  $26.1  million  av- 
erage budget  in  Hollywood. 

This  is  just  the  latest  example  of 
Merchant  Ivory's  delivering  films  that 
look  like  $30  million  for  a  quarter  of 
the  cost.  Not  yet  released  in  all  coun- 
tries, Howards  End  has  so  far  grossed 
$40  million. 

How  can  Merchant  Ivory  make 
such  good  films  so  much  more  cheap- 
ly than  Hollywood?  There  are  many 
reasons— great  scripts  and  responsi- 
ble directing  among  them — but  most 
important,  while  building  better- 
than- Hollywood  quality  into  their 
films,  Merchant  and  Ivory  show  a 
most  unHollywood-like  respect  for 
their  backers1  money. 

When  this  reporter  innocently  an- 
nounced he  wanted  to  visit  the  set  of 
The  Remains  of  the  Day,  Merchant 


shoved  his  cameraman  into  the  back- 
seat of  a  tiny  Fiat  Tipo,  crammed 
every  available  hole  with  bags  andj 
files,  and  then  hopped' into  the  front 
seat  himself.  "Let's  go,"  he  yelled. 

Ismail  Merchant  and  his  colleagues 
have  not  developed  the  limo-egos 
that  are  destroying  Hollywood.  All 
the  money  winds  up  on  the  screen, 
not  frittered  away  in  vanity  perks., 
"The  stars  know  the  project  is  morcj 
important  than  the  salary,  and  they 
are  prepared  to  work  with  us  for  a 
third  of  their  normal  fee,"  says  Mern 
chant.  "Similarly  with  our  own  sala- 
ries. If  Jim  were  to  direct  in  the 
conventional  Hollywood  system,  hd 
would  be  demanding  $3.5  million  a 
picture.  Jim  makes  between 
$500,000  and  $1  million  on  our 
films." 

There  is  little  surface  evidence  that 
Merchant  Ivory  has  finally  hit  the  big 
time.  The  rickety  office  in  London — a 
few  hundred  square  feet  groaning 
under  film  cans  and  space  heaters^ 
withered  plants  and  dusty  folders — is 
exactly  the  same  as  it  was  when  Mer-i 
chant  Ivory  struggled  to  finance  filmsi 
of  just  $1  million. 

A  stage  repertory  company's  old- 
world  reverence  for  the  theater  per-! 
meates  from  the  top  down.  Money! 
and  ostentation  do  not  rule,  and  even! 
the  technical  and  clerical  people  havq 
caught  the  spirit.  There  is  little  union 
featherbedding  here,  so  scandalous  in 
Hollywood  and  elsewhere  in  the  film 
world.  On  the  muddy  lot  of  The  Re- 
mains of  the  Day,  hectic  Merchant 
Ivory  secretaries  perform  their  duties 
in  period  costume,  doubling  up  when: 
needed  as  on-screen  servants.  Lod 
tion  managers  dressed  up  as  1920s 
footmen  whisper  fiercely  into  walkil 
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Producer  Ismail 
Merchant  (standing) 
writer  Ruth  Prawer 
Jhabvala,  director 
James  Ivory 
"The  more 
Hollywood 
turned  us  down, 
the  more 
we  were 
encouraged." 
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There  is  little  middle  management, 
he  industry's  best  cameramen,  cos- 
lme  designers  and  makeup  artists  are 
acked  by  an  army  of  eager  trainees, 
ypical  is  Peter  Giblin,  a  wide-eyed 
xent  graduate  of  Yale,  calling  for 
lence  on  the  set.  "They  just  love 
working,"  says  Peter  Kingston  of  the 
Jiglia    Catering    Co.,    cooking    up 
"lushy  peas  and  fried  cod  for  the  cast. 
I  have  never  seen  so  many  volunteer 
elpers  on  a  film  set." 
What  about  the  notorious  British 
nions?  The  carpenters  and  painters 
ousi    lat  build  the  sets  groused  to  Forbes 
at  they  hadn't  yet  been  paid  for  the 
ertime  on  their  14-hour  days.  But 
cir  complaints  were  tinged  with  re- 
ect.  "Ismail  doesn't  pay  less,  he  just 
ts  a  lot  more  out  of  you,"  says  a 
penter  who  asked  not  to  be  named. 
oil  work  longer  hours  on  Ismail's 
s.  They  cram  a  lot  into  a  shooting 


schedule." 

Jim  Ivory,  too,  can  stretch  a  dollar. 
The  company  paid  $65,000  for  the 
right  to  film  at  Badminton  house  near 
Bath.  But  Merchant  Ivory  is  manag- 
ing to  squeeze  four  different  locations 
out  of  Badminton,  simply  by  exploit- 
ing different  sections  of  the  ocher 
mansion  and  its  cobblestone  court. 

In  a  hall  full  of  antlers  and  fresh 
daisies  and  steaming  vegetables,  tal- 
ents like  Anthony  Hopkins,  Peter 
Vaughan  and  Emma  Thompson  are 
cutting  a  scene  under  hot  lights  and 
endless  repetition.  Jim  Ivory  is  stern- 
faced  with  concentration.  "Can  I 
have  a  redhead  here?"  yells  the  cam- 
eraman. There  are  no  hysterics  or 
prima  donnas  despite  the  numbing 
fatigue. 

Merchant  Ivory's  stature  grows  as 
Hollywood  sinks  under  the  tyranny  of 
its  self-made  monsters.  This  is  sweet 
victory  for  the  maverick  Ismail  Mer- 


chant, who  for  years  scratched  to- 
gether films  in  conditions  that  would 
have  made  lesser  men  give  up  in  de- 
spair. In  the  early  1980s,  for  example, 
a  financier  reneged  on  his  backing  for 
The  Bostonians  just  as  the  crew  began 
to  gather  for  filming.  Merchant  dialed 
until  dawn,  tracking  down  every 
name  in  his  black  book  from  Hong 
Kong  to  New  York.  He  found  his  $1 
million. 

"Things  happen  most  ?mazingly  in 
this  business,"  says  Merchant.  "For 
31  years  no  one  called  me,  and  then 
suddenly  everyone  in  Hollywood  is 
calling.  We  sent  The  Europeans  to  all 
the  studios  and  they  turned  it  down. 
They  turned  down  The  Bostonians. 
They  turned  down  Room  with  a  View. 
But  we  were  not  discouraged.  Not  at 
all.  The  more  Hollywood  turned  us 
down,  the  more  we  were  encouraged. 
That  was  when  we  really  knew  we 
were  worth  a  pot  of  gold."  Hi 
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Nearly  ten  years  ago  Martin  Davis  took  over  Paramount 
Communications  with  a  firm  hand  and  a  clear  vision.  Yet 
he  has  accomplished  remarkably  little. 


Break  it  up? 


s 


By  Tatiana  Pouschine  and  Riva  Atlas 

Whkn  writing  about  prominent 
business  people,  reporters  routinely 
seek  the  judgment  of  associates, 
friends,  competitors — and,  yes,  ene- 
mies. Writing  about  Martin  S.  Davis, 
chairman  and  chief  executive  of  Para- 
mount Communications  Inc.,  pre- 
sents special  problems  in  this  regard. 
Forbes  reporters  could  find  no  one 
willing  to  speak  frankly  about  him 
except  under  conditions  of  absolute 
anonymity. 

Why?  Again  and  again  people  who 
know  Davis  told  us:  He's  a  vindictive 
man.  If  he  takes  umbrage  at  anything 
I  say,  he'll  try  to  make  me  pay. 

So  while  we  spoke  with  dozens  of 
people  for  this  article,  we  had  to 
promise  many  of  them  not  to  quote 
them  by  name.  Nor  did  we  get  to 
speak  with  Davis.  He  said  he  was  too 
busy,  citing  his  preoccupation  with 
the  aftermath  of  the  recent  resigna- 
tion of  his  studio  chief,  Brandon  Tar- 
tikoff.  But  Davis  ought  to  be  accus- 
tomed to  dealing  with  problems  like 
that:  TartikofT  is  the  fourth  chief  of 
Paramount  studio  to  depart  since  Da- 
vis took  over  nine  years  ago. 

It  isn't  surprising  that  Davis,  him- 
self a  former  publicity  man,  currently 
shuns  the  limelight  and  discourages 
others  from  turning  it  on  him:  Under 
his  stewardship  Paramount  has  been 
one  of  the  great  disappointments  of 
the  U.S.  entertainment  business. 

Paramount's  share  of  domestic  box 
office  receipts  dropped  to  12%  last 
year  from  nearly  14%  in  1989  and 
almost  20%  in  1987.  By  contrast, 
Sony's  Columbia  Pictures,  and 
Warner  Bros,  and  Disney — respec- 
tively numbers  one,  two  and  three — 
have  maintained  or  increased  their 
share  of  the  box  office  over  the  last  five 
years.  Paramount,  once  a  leader  in 
Hollywood,  has  become  an  also-ran. 

In  1990  Paramount  had  the  mega- 


hit  Ghost,  which  grossed  more  than 
$200  million,  and  The  Hunt  for  Red 
October,  based  on  Tom  Clancy's  pop- 
ular novel,  which  grossed  SI 20  mil- 
lion. But  writedowns  related  to  flops, 
including  Days  of  Thunder  and  The 
Two  Jakes,  lowered  the  studio's  over- 
all profitability. 

Last  year  studio  profits  declined 
again  as  Paramount  took  writedowns 
on  other  films,  including  The  Godfa- 
ther Part  III,  Frankie  and  Johnny  and 
Flight  of  the  Intruder. 

The  company  will  release  one  mov- 
ie, Leap  of  Faith,  starring  Steve  Martin 
and  Debra  Winger,  this  Christmas, 
compared  with  Warner  Bros.'  three 
holiday  releases. 

The  company's  earnings  from  con- 
tinued operations  have  been  erratic. 
In  1987  and  1988  they  hovered 
around  $1.25  a  share,  dropped  to 
almost  nothing  in  1989,  rose  to  a 
shade  over  $2  in  1990  and  dropped 
back  to  just  $1.03  last  year.  Those 
1991  earnings  were  a  return  of  only 
3%  on  stockholders'  equity  and  much 
less  than  that  on  the  probable  true 
value  of  the  assets. 

If  this  year's  earnings  come  in  un- 
der $3 — as  several  analysts  expect — it 
will  bring  the  average  up  to  only  $2 
for  the  past  three  years.  By  itself, 
earnings  of  this  magnitude  wouldn't 
seem  to  support  the  recent  stock  price 
of  about  43. 

Some  smart  investors,  including 
Mario  Gabelli,  hold  big  chunks  of 
Paramount  stock,  mostly  because 
they  think  the  stock  sells  for  much  less 
than  the  underlying  assets  are  worth. 
Paramount  owns  a  large  inventory  of 
valuable  properties:  movie  and  televi- 
sion studios,  usa  Network,  the  former 
TVX  Broadcast  Group  Inc.,  Simon  & 
Schuster  and  New  York's  Madison 
Square  Garden.  In  an  extensive  analy- 
sis, Jessica  Re  if,  an  analyst  at  Oppen- 


heimer  &  Co.,  estimates  Paramount  is 
worth  at  least  $70  a  share,  nearly  $30 
above  its  current  market  price. 

All  this  is  sad  in  a  way,  because 
Davis  seemed  to  have  a  clear  vision 
when  he  seized  the  top  job  at  the  old 
conglomerate  Gulf  &  Western  upon 
the  death  of  its  founder,  Charles 
Bluhdorn.  He  would  turn  Bluhdorn's 
corporate  grab  bag  into  a  solid  com- 
munications company,  building  on 
some  businesses  already  in-housc.  He 
sold  nonrelated  business,  including 
Simmons  mattresses,  Kayser-Roth 
clothing,  A.P.S.  auto  parts,  and  a 
sugar  and  resort  empire  in  the  Do- 
minican Republic. 

The  final  transition  to  an  entertain- 
ment company  came  when  Davis  sold 
Associates  First  Capital  Corp.,  a  con- 
sumer and  commercial  finance  busi- 
ness, to  a  Ford  Motor  Co.  subsidiary 
in  October  of  1989  for  $2.6  billion  in 
hard  cash.  Not  only  did  Davis  now 
command  valuable  properties,  but  lie 
also  had  a  fat  nest  egg  that  could  be 
used  to  acquire  information  and  en 
tertainment  businesses. 

He  capped  the  transformation  bx 
changing  the  name  to  Paramount 
Communications. 

Three-plus  wars  later  he's  still  sit 
ting  on  two  thirds  of  that  cash,  .md 
Paramount  Communications'  cam 


44 


Forbes  ■  December  7,  1992 


ings  have  gone  nowhere.  Its  stock 
price  has  gone  nowhere  on  balance  in 
five  years. 

Dipping  into  his  cash  hoard,  Davis 
has  acquired  Computer  Curriculum 
Corp.,  Macmillan  Computer  Publish- 
ing, tvx  Broadcast  Group  (now  re- 
named Paramount  Stations  Group) 
and  King's  Entertainment.  But  these 
absorbed  just  about  $800  million  of 
Paramount's  surplus  cash. 

Davis'  one  bold  move  backfired.  In 
1989  he  bid  for  Time  Inc.  with  an 
offer  of  $200  per  Time  share.  But 
Time  management  preferred  to  pro- 
ceed with  a  merger  with  Warner,  and 


■r*             \       *-'">- 

wak      m 

LEFT:  Paramount  Chairman  Martin  Davis 
ABOVE:  Ex-studio  head  Brandon  Tartikoff 
Turmoil  at  the  top.  At  the  film  studio 
managers  come  and  managers  go. 


the  courts  backed  Time.  This  rebuff 
cost  Paramount  $85  million  in  legal 
and  brokerage  fees,  and  Davis  suf- 
fered serious  embarrassment — not 
only  had  he  offered  a  price  that  was 
clearly  too  high,  he  had  lost  anyhow. 
Paramount  studio  accounts  for 
50%  of  Paramount's  $2.4  billion  in 
entertainment  revenues.  Since  the 
mid-1980s  there  have  been  three  ma- 
jor explosions  at  the  very  top  of  the 
Paramount  studio.  Barry  Diller  quit 
to  head  the  Fox  Broadcasting  Co. 
studio,  whence  he  departed  earlier 
this  year.  Michael  Eisner,  under  what 
were     clearly     unpleasant     circum- 


stances, left  a  few  months  after  Diller 
and  went  on  to  make  a  huge  success  at 
Walt  Disney.  Frank  Mancuso  took  the 
top  studio  job  in  1984  and  lasted  a 
surprising  six  years,  during  which  he 
made  a  good  number  of  hits.  But 
Mancuso  was,  in  effect,  pushed  out  in 
the  spring  when  Davis  hired  producer 
Stanley  Jaffe  to  be  Paramount's  presi- 
dent and  chief  operating  officer.  Para- 
mount had  to  pay  $20  million  to 
settle  Mancuso's  contract. 

Davis  quieted  the  inevitable  criti- 
cism by  luring  Brandon  Tartikoff 
from  his  post  as  head  of  programming 
at  nbc.  Before  joining  nbc,  Tartikoff 
had  helped  make  such  Paramount 
television  shows  as  Cheers  and  Family 
Ties  a  success. 

Tartikoff  lasted  a  year  and  a  half. 

The  official  story  is  that  TartikofFs 
daughter,  who  was  badly  hurt  in  a  car 
accident,  needs  his  full  attention.  A 
close  friend  says  Tartikoff  couldn't 
stand  Jaffe's  constant  interference. 

Last  month  Davis  brought  in  Jaffe's 
old  partner,  Sherry  Lansing,  to  share 
the  running  of  the  Paramount  studio. 
Tartikoff  left  behind  a  fairly  promis- 
ing schedule  for  release  in  1993:  Bev- 
erly Hills  Cop  III,  The  Firm  and  Cone- 
heads,  with  Dan  Aykroyd.  But  how 
well  the  new  Lansing/Jaffe  team  can 
follow  these  up  remains  to  be  seen. 

There  has  been  management  tur- 
moil at  Paramount's  television  pro- 
duction studio  as  well.  In  the  past 
three  years,  TV  has  lost  several  key 
people:  boss  Mel  Harris,  Lucie  Sal- 
hany  and  Gregory  Meidel.  TartikofFs 
protege,  Kerry  McCluggage,  is  now 
in  charge  of  the  studios. 

Paramount's    television    program 


Paramount's  top  movies  and  how  they  fared 


1992* 


-Movie/gross  ($mil)- 
1991 


1990 


1989 


-Movie/gross  ($mil)- 
1988 


1987 


Wayne's  World       122  The  Addams  Family     113   Ghost 


218   IndianaJones       197  Coming  to  America      128    Three  Men  and  a  Baby  168 


Patriot  Games 
Boomerang 

Paramount's 
percentage  of  total 
U.S.  box  office 

*  St  i  1 1  tracking. 


83   Naked  Gun  2% 
67  Star  Trek  VI 


12% 


87    Hunt  for  Red  October  121   Harlem  Nights 
75    Days  of  Thunder  83    PetSemetary 


15% 


14% 


61   Crocodile  Dundee  II 
57  The  Naked  Gun 


16% 


109 
78 


Fatal  Attraction 
Beverly  Hills  Cop! 

20% 


157 
154 


Sources:  Exhibitor  Relations  Co.  (movie  listings);  Variety  (market  share) 


Paramount's  top  three  movies  have  grossed  millions  each  year,  but 
the  company's  share  of  total  U.S.  box  office  receipts  has  been  dropping. 
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Paramount 

production  and  its  tv  stations  and 
cable  networks  bring  in  almost  $800 
million  in  revenues,  a  quarter  of  the 
company's  entertainment  business. 
But  this  business  faces  rough  times. 
There  are  simply  too  many  programs 
being  produced  for  too  few  broad- 
casting time  slots.  Rupert  Murdoch's 
Fox  network,  once  a  big  market  for 
programming,  now  increasingly  airs 
its  own  programs. 

Cable  stations  are  unlikely  to  take 
up  the  slack.  One  analyst  estimates 
that  even  with  all  the  new  cable  chan- 
nels, syndicators  are  getting 
30%   less    today    for   their 
programs  than  thev  were  in 
the  late  1980s.  "Cable  is 
now    producing    first- run 
material,    taking    up    slots 
formerly  held  by  syndicated 
shows,"  says  Paul  Bricault, 
an  analyst  at  Paul  Kagan 
Associates. 

Moreover,  ad  dollars 
dropped  last  year  and  will 
take  time  to  recover.  Eco- 
nomic consultants  Wil- 
kofsky  Gruen  Associates 
forecast  television  advertis- 
ing dollars  might  grow 
about  6%  over  the  next  five 
years. 

The  recent  decline  in  ad  ■■■■ 
dollars  is  bad  news  for  first- 
run  and  rerun  syndicators  like  Para- 
mount, given  that  cash-strapped  TV 
stations  are  paying  for  a  greater  por- 
tion of  their  programs  on  a  barter  or 
advertising  basis.  This  means  Para- 
mount doesn't  get  paid  unless  it  can 
sell  the  air  time  it  has  swapped  for 
programming. 

Marty  Davis'  purchase  of  the  TVX 
Station  Group,  which  operates  televi- 
sion stations  in  six  cities,  looked  like  a 
bargain  in  1989  at  ten  times  cash  flow. 
But  today  it  would  fetch  only  eight 
times  cash  flow. 

Other  parts  of  the  entertain- 
ment/information business  are  doing 
well.  One  of  the  strongest  horses  in 
Paramount's  stable  is  cable's  USA  Net- 
work, which  Paramount  and  MCA  own 
jointly.  It  now  has  over  60  million 
viewers,  second  only  to  the  Turner 
Broadcasting  cable  empire.  Marvin 
Roffman,  who  runs  Philadelphia's 
Roffman  Miller  Research,  expects 
that  USA  Network  will  show  double- 
digit  earnings  over  the  next  few  years. 
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The  network  currently  contributes 
roughly  $40  million  in  operating 
profits. 

Another  bright  spot  in  entertain- 
ment is  Madison  Square  Garden, 
which  was  acquired  in  1977.  It  gener- 
ates roughly  $400  million  in  revenues 
but  only  an  estimated  $20  million  in 
operating  profits.  <• 

Since  1989  Davis  has  spent  big 
bucks  sprucing  up  Madison  Square 
Garden  and  rejuvenating  its  home 
sports  teams,  the  New  York  Rangers 
and  the  New  York  Knicks.  Davis  pays 


Ratings  of  Paramount's  top  TV  shows 

Rating  (season)* 

1992-93t      1991-92       1990-91 


Network  shows 

Cheers  17%  17.6% 

Wings  14.4  14.6 

The  Young  Indiana  Jones  Chronicles  7  6  13.0 

First-run  syndication 

Star  Trek:  The  Next  Generation  13.5%  10.9% 

Entertainment  Tonight  8.1  81 

Hard  Copy  4.7  5.9 

Arsenio  Hall  2.7  3.2 

'Measures  percentage  of  total  television  audience  watching  the  show  tTo  date 
Source:  A.C.Nielsen 

Star  Trek  moved  up  in  the  Nielsen  ratings;  the  others 
stayed  flat  or  fell.  Revenues  follow  ratings. 


Patrick  Ewing,  the  Knicks'  hot  bas- 
ketball player,  about  $4  million,  and  it 
seems  well  worth  it.  Attendance  at  the 
Knicks  games  was  up  1 1  %  last  year,  to 
730,000.  The  Rangers  are  also  doing 
well:  Attendance  was  up  6%  last  sea- 
son, to  680,000.  Madison  Square 
Garden,  however,  will  have  operating 
earnings  of  only  around  $30  million 
in  the  next  two  years. 

But  Paramount's  big  publishing 
business  has  been  almost  as  up  and 
down  as  the  movie  business.  Last  year 
it  generated  $1.5  billion  in  revenues, 
now  just  under  a  third  of  Paramount's 
business.  Simon  &  Schuster,  pur- 
chased in  1975,  owns  the  Prentice 
Hall,  Silver  Burdett  Ginn  and  Pocket 
Books  imprints.  In  1988  Paramount 
reported  that  publishing  contributed 
$180  million  to  operating  income.  In 
1989  the  division  barely  broke  even 
with  a  $140  million  writeoff  that  in- 
cluded $32  million  of  books.  This 
probably  included  former  President 
Ronald  Reagan's  memoirs,  for  which 


21.6% 
12.4 
not  on 


10.8% 
8.4 
4.8 
3.4 


Simon  &  Schuster  had  paid  an  esti- 
mated $6  million  to  $7  million  ad- 
vance. The  publisher  also  took  a  $20 
million  provision  for  disappointments 
on  advances  on  future  projects. 

Signs  are  the  publishing  business  is 
becoming  more  like  the  movie  busi- 
ness, with  wild  bidding  for  what  pub- 
lishers hope  will  be  superhits. 

For  fiscal  1991  S&S  was  on  track 
again,  earning  $  1 56  million  in  operat- 
ing profits.  A  remarkable  76  titles — 
31  hardcovers  and  45  paperbacks — 
appeared  on  the  New  York  Times 
bestseller  list.  Among  the 
big  sellers:  Daniel  Yergin's 
The  Prize  and  James 
Stewart's  Den  of  Thieves. 
But  the  trend  didn't  last.  In 
the  first  six  months  of  this 
year,  publishing  lost  $55 
million  in  operating  in- 
come. However,  publish- 
ing is  a  seasonal  business, 
and  S&S  will  be  in  the  black 
for  the  full  year. 

Davis'  latest  acquisition 
is  King's  Entertainment,  a 
$250  million  (sales)  opera- 
tion with  amusement  parks 
in  Santa  Clara,  Richmond, 
Charlotte  and  Cincinnati. 
Though  he  paid  roughly  six 
times    cash    flow    for    it, 
King's  was   no  screaming 
bargain.  The  properties  may  require 
additional  capital  expenditures,  and 
competition  for  theme  park  dollars  is 
getting  fiercer  and  fiercer. 

All  of  which  seems  to  leave  Marry 
Davis  and  Paramount  on  a  kind  of 
treadmill,  going  nowhere.  Specula- 
tion continues  that  Davis  is  interested 
in  NBC,  particularly  if  an  expected 
Federal  Communications  Commis- 
sion regulation  change  comes 
through,  allowing  networks  to  own 
and  profit  from  syndicated  programs. 
However  such  an  acquisition  might 
boost  Paramount's  prestige,  it  would 
represent  a  huge  investment  in  what 
seems  to  be  a  slowly  declining  busi 
ness,  network  television. 

Marty  Davis  has  had  a  decade  ol 
near  undisputed  control  to  show  wh.it 
he  could  do  with  Paramount.  IK 
hasn't  done  a  whole  lot.  At  a  time 
when  restive  boards  are  beginning  to 
assert  themselves,  Paramount's  direc 
tors  seem  mighty  patient.  But  lor  how 
long?  ■> 
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It's  hard  to  make  some  tax  increases  stick. 
Consider  Canada's  ever  rising  cigarette  taxes. 

Smuggled  smokes 


By  Nina  Munk 

Here  are  some  items  the  Royal  Cana- 
dian Mounted  Police  have  recently 
seized  along  the  U.S. -Canada  border: 
a  frozen  turkey  stuffed  with  ciga- 
rettes; a  car  whose  false  gas  tank 
brimmed  with  64  cartons  of  ciga- 
rettes; a  pickup  truck  stacked  high 
with  cigarettes  discreedy  covered 
with  snow. 

Canadians  in  border  towns  open 
boxes  of  corn  flakes,  replace  the  cereal 
with  cigarettes  and  reseal  the  boxes 
for  transit  to  cities  like  Toronto  or 
Vancouver,  where  the  contents  will 
be  retailed.  "Any  Canadian  who  pays 
full  price  for  a  pack  of  cigarettes  is  just 
plain  dumb,"  explains  one  otherwise 
law-abiding  citizen. 

What's  going  on  here,  of  course,  is 
cigarette  smuggling  on  a  massive 
scale.  Federal  and  provincial  govern- 
ment taxes  on  a  pack  of  cigarettes  in 
Canada  now  average  $2.93,  up  from 
46  cents  in  1980  (all  prices  in  U.S. 
dollars).  Result:  A  pack  now  costs 
$5.26  in  Vancouver,  but  around  $2 
two  hours  away,  in  Seattle. 

In  general,  the  price  per  carton  to 
the  north  of  the  mostly  unmanned 
4,000-mile  border  averages  $40.  To 
the  south  it  is  only  a  bit  over  $18. 
With  such  opportunities  for  arbitrage, 
it  is  inevitable  that  smuggling  is 
booming.  According  to  Toronto  ac- 
countants Lindquist  Avey  Macdonald 
Baskerville  Inc.,  around  $800  million 
worth  of  tobacco  was  smuggled  from 
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Diplomatic  privileges 

If  the  Mohawk  Indians 
account  for  half  of  Cana- 
da's smuggled  smoke 
trade,  who  does  the  other 
half)  According  to  statis- 
tics published  by  Toronto 
accountants  Lindquist 


Exports  are  way  up, 
but  Americans 
aren't  inhaling  all  that 
Canadian  smoke. 


Smoke  signals 

$257 


Exports  of  Canadian 
tobacco  products 

to  the  U.S.  ($millions) 


$150 


$3?    $36 


$46 
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U.S.  wholesaler 
in  Buffalo,  N.Y. 
sells  carton  to 
Mohawk  Indians 


Mohawks  sell 

carton  to  Canadians 

on  their  reserve 


$6 


In  Montreal  the 
carton  is  sold  on 
the  black  market 


adian 


nadia 
manufacturer  sells 

carton  of  200 

cigarettes  to  U.S. 

wholesaler 


$5 


'Estimate. 

Source:  Statistics  Canada;  Royal  Canadian  Mounted  Police 


the  U.S.  to  Canada  last  year. 

The  biggest  players  in  this  game  are 
the  Mohawk  Indians.  They  are  be- 
lieved to  smuggle  over  half  of  Cana- 
da's contraband  cigarettes  through 
thtir  Akwasasne/St.  Regis  Reserva- 
tion, which  conveniently  straddles 
Quebec,  Ontario  and  New  York 
State.  For  the  Mohawks,  the  interna- 
tional boundary  is  an  irrelevancy. 

The  Mohawks  are  in  a  beautiful 
position,  legally  as  well  as  geographi- 
cally. Canada  does  not  impose  taxes 
on  Canadian  cigarettes  that  are  ex- 
ported. And  as  native  North  Ameri- 


Suggested  retail 

price  for  carton  sold 

legally  in  Canada 

$40 


can  Indians,  Mohawk  vendors  are  ex- 
empt from  paying  U.S.  taxes.  So  they 
buy  huge  quantities  of  untaxed  Cana- 
dian-made cigarettes  (as  well  as  U.S. 
brands)  from  U.S.  wholesalers  in,  say, 
Buffalo,  about  150  miles  from  the 
Akwasasne/St.  Regis  Reservation. 
Price:  about  $6  a  carton. 

The  Mohawks  then  carry  these  cig- 
arettes north  by  river  or  road  through 
their  reservation  and  back  into  Cana- 
da. On  the  Canadian  portion  of  their 
reservation,  they  can  legally  sell  the 
cigarettes — still  untaxed — to  Canadi- 
ans. Price:  about  $18  a  carton. 


Avey  Macdonald  Basker- 
ville Inc.,  foreign  diplo- 
mats posted  to  Ottawa  are 
gaining  market  share.  In 
1990  diplomats  bought 
114,000  cartons  of  Cana- 
dian cigarettes.  Last  year 


the  number  shot  up  to 
557,000  cartons  at  a  duty- 
free price  of  $7.50  each. 
Are  things  so  tense  in 
Ottawa  that  the  diplomatic 
corps  is  smoking  five  times 
as  much?  Not  necessarily. 
Eight  diplomats  were  ex- 
pelled in  the  last  two  years 


for  selling  their  duty-free 
cartons  for  some  $20  a  car- 
ton on  the  booming  black 
market.  If  most  of  those  car- 
tons sold  by  diplomats  are 
being  sold  illegally,  that's 
about  $7  million  a  year  in 
undeclared  earnings. 

-N.M.  WM 
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Cigarette  smuggling 

This  explains  why  exports  of  Cana- 
dian tobacco  products  to  the  U.S. 
have  risen  fivefold  since  1990,  after 
years  of  little  or  no  growth  (see  chart, 
p.  47).  Canadians  are  simply  smoking 
cigarettes  that,  officially,  have  been 
exported. 

The  illegal  part  of  this  trade  starts 
once  the  cigarettes  are  taken  off  the 
reservation  and  resold.  Many  cartons 
eventually  find  their  way  from  the 
reservation  to  Montreal,  50  miles 
away,  or  other  cities,  where  locals 
wander  into  cafes  and  bars  with  duffle 
bags  full  of  cigarettes  for  sale.  On 
certain  stretches  of  Yonge  Street — 
Toronto's  main  drag — every  tenth 
person  seems  to  be  selling  cigarettes 
for  about  $2.50  a  pack,  negotiable — a 
40%  savings  to  the  consumer.  But 
even  at  $2.50  a  pack,  the  carton 
bought  by  the  Mohawks  in  Buffalo 
for  $6  has  been  marked  up  300%. 

If  smoking  may  be  dangerous  to 
your  health,  so  is  smuggling  smokes. 
With  high  and  rising  margins,  the 
Mohawks  are  going  to  extreme 
lengths  to  protect  their  business.  Many 
Mohawk  smugglers  have  armed  them- 
selves with  AK-47  assault  rifles  and 
man  checkpoints  to  keep  the  Canadian 
police  and  army  out  of  their  villages. 

Doesn't  this  kind  of  tax  evasion 
happen  on  the  U.S.  side  of  the  bor- 
der? Of  course.  On  the  U.S.  side  of 
the  Akwasasne/St.  Regis  Reserva- 
tion, cigarettes  sell  for  around  $10  a 
carton.  In  New  York  City,  a  carton 
costs  $21.  A  lively  smuggling  trade 
exists  between  the  reservation  and 
most  northeastern  cities.  That's  why 
U.S.  authorities  have  gone  to  court  in 
an  effort  to  force  the  Indians  to  collect 
cigarette  taxes  from  any  non-Indians 
who  buy  cigarettes  on  the  reservation. 

Even  if  the  courts  rule  against  the 
Indians,  enforcing  the  law  will  be  next 
to  impossible.  Mohawk  smugglers  are 
hailed  as  heroes  on  some  reservations. 
Says  Kenneth  Deer,  editor  of  a  bi- 
weekly Mohawk  paper:  "The  Canadi- 
an government  has  stripped  us  of  our 
land,  our  rights,  our  dignity  and  now 
they  want  to  take  away  our  only  re- 
maining right,  to  sell  tobacco,  be- 
cause they  don't  want  to  see  us  gain 
any  kind  of  financial  independence." 

Sighs  Walter  Wafer,  staff  sergeant 
with  the  Mounties  in  Montreal:  "It's 
virtually  impossible  to  police  an  Indi- 
an reserve."  ■■ 


Dennis  Hendrix  did  a  great  job  selling 
his  old  company  to  Panhandle  Eastern. 
Now  he's  doing  an  even  better  job 
getting  Panhandle  back  on  track. 

Incentivized 


I 


By  James  R,  Norman 

In  1989  Dennis  Hendrix  pulled  off 
one  heck  of  a  deal  for  his  shareholders 
when  he  sold  Texas  Eastern  Corp.  to 
Panhandle  Eastern  Corp.  Price:  $3.2 
billion,  a  full  25%  more  than  Oscar 
Wyatt's  Coastal  Corp.  was  offering 
for  the  company  at  the  time.  The 
combination  created  a  27,500-mile 
natural  gas  pipeline  system  second 
only  to  Enron  Corp.'s  in  length — and 
put  Hendrix  out  of  a  job. 

Within  months,  however,  Panhan- 
dle Eastern  was  on  its  knees.  Bur- 
dened by  debt,  falling  gas  sales  and 
Texas  Eastern's  possible  pollution  li- 
abilities, Panhandle  Chairman  Philip 
Burguieres  slashed  his  company's  div- 
idend. The  stock  lost  more  than  half 


of  its  value.  Burguieres  began  to  suffer 
fainting  spells;  in  November  1990  he 
had  to  resign. 

His  replacement:  the  chap  who'd 
sold  Texas  Eastern,  Dennis  Hendrix. 

Hendrix  was  a  brilliant  choice.  Yes, 
he  had  squeezed  top  dollar  out  of 
Panhandle  for  Texas  Eastern.  But,  as  a 
tough-minded  manager,  Hendrix 
was  determined  to  tackle  Panhandle's 
long-festering  cost  problems.  And  he 
knew  which  pieces  of  the  merged 
companies  could  be  made  to  work 
together. 

Before  he  resigned,  Burguieres  had 
sold  off  Texas  Eastern's  North  Sea  oil 
and  gas  reserves,  its  Petrolane  lique- 
fied petroleum  gas  distribution  opera- 


Panhandle  Eastern  Chairman  Dennis  Hendrix 
No  cash  compensation  but  lots  of  stock. 
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Camry 


While  virtually  any  car  will  get  you  to 
and  from  work,  few  will  actually  move 
you  like  the  1993  Toyota  Camry  LE  V6. 

It  starts  the  moment  you  turn  the  ignition.  You  feel 
the  powerful  (yet  amazingly  quiet)  185-hp,  24- valve  V6 
engine  spring  to  life.  As  you  quickly  gather  momentum, 
the  4-speed  electronically  controlled  automatic  overdrive 
transmission  (ECT)  shifts  smoothly.  Almost  imperceptibly. 
Your  adrenaline  begins  to  rise.  The  variable-assist  power 
rack-and-pinion  steering  sends  a  message  to  your  brain: 
You  are  in  control.  And  loving  it.  You  settle  into  a  rhythm 


of  straightaways  and  turns.  The  Camry's  4-wheel 
independent  suspension  responds  to  each.  Beautifully. 

Then,  all  too  soon,  your  ride  to  work  has  ended.  You 
take  comfort  in  just  one  thought:  there's  still  the  trip  home. 
Call  1-800-GO-TOYOTA  for  a  brochure  and  location  of 
your  nearest  dealer. 


What  others  call  a  commute, 
youtl  consider  a  joyride. 


■ 
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Buckle  Up!  Do  it  for  those  who  love  you.  ©  1992  Toyota  Motor  Sales,  U.S.A.,  Inc. 


"I  love  what  you  do  for  me" 

®  TOYOTA 


Panhandle  Eastern  Corp. 


tion  and  sonic  other  assets 
for  over  S3  billion.  That  left 
Panhandle  with  what  it 
really  wanted,  the  Texas 
Eastern  Transmission 

Corp.  pipeline  (TETCO). 
Together  with  its  affiliated 
Algonquin  line,  TETCO  de- 
livers gas  from  Louisiana 
into  the  Northeast  market 
(see  map). 

Why  was  tetco  so  im- 
portant to  Panhandle?  Pri- 
or to  the  Texas  Eastern  ac- 
quisition, Panhandle  had 
two  main  pipelines.  Its  Pan- 
handle Eastern  Pipe  Line 
(pepl)  transported  gas  from 
Oklahoma  to  Michigan.  Its 
Trunkline  Gas  line  deliv- 
ered gas  to  Michigan  from 
Louisiana. 

The  upper  Midwest  is 
glutted  with  natural  gas,  I^^M 
and  the  high-cost  Trunk- 
line  system,  in  particular,  has  excess 
capacity.  A  key  goal  of  the  Panhan- 
dle/Texas Eastern  merger  was  to  link 
the  three  systems  together.  This  Hen- 
drix  has  done  by  running  a  pipe  from 
PEPL  and  Trunkline  across  Ohio  to  the 
TETCO  line. 

With  the  new  link  in  place  and  with 
tetco's  and  Algonquin's  own  $1  bil- 
lion in  expansion  projects  under  way, 
Panhandle  hopes  to  pump  added  vol- 
umes into  New  York,  Boston  and 
other  Northeast  markets  at  costs  well 
below  those  of  its  principal  rival,  the 
new  Iroquois  pipeline  from  Canada. 

Demand  for  natural  gas  in  the 
Northeast  has  increased  only  2%  or  3% 
a  year  lately.  But  that's  enough  to 
make  the  area  the  nation's  only  real 
growth  market.  By  1995  clean-air 
rules  could  force  conversion  of  some 
coal-  and  oil-fired  electric  plants  to 
gas.  A  spate  of  new  gas-fired  cogener- 
ation  projects  are  on  the  drawing 
boards,  among  them  the  possible 
conversion  of  New  York's  idle  Shore- 
ham  nuclear  plant.  And  gas  should 
continue  to  nibble  away  at  the  north- 
eastern home-heating  market,  still 
60%  oil-fired.  Says  Hendrix  of  the 
prospects:  "I'm  bullish." 

Hendrix  hasn't  forgotten  Pan- 
handle's old  customers  in  the  Mid- 
west. He  could  ill  afford  to.  Back  in 
the  gas-short  1970s,  Panhandle  had 
spent  over  $1  billion  on  plants,  ships 


Panhandle  moves  east 


Algonquin 


^ 


By  adding  a  new  link  in  Ohio,  Panhandle's  midwestern  lines 
can  help  carry  gas  to  the  growing  Northeast  market. 


and  contracts  to  import  liquefied  nat- 
ural gas  from  Algeria  and  sell  it  to 
midwestern  utilities.  But  the  utilities 
balked  at  the  high  prices  for  the  gas, 
and  began  buying  gas  from  archrival 
Oscar  Wyatt's  Coastal  Corp.  This 
helps  explain  why  Panhandle  got  into 
such  trouble. 

Restoring  peace  with  these  custom- 
ers became  one  of  Hendrix's  top  pri- 
orities. In  late  September,  after  more 
than  a  year  of  negotiating,  Hendrix 
settled  a  pact  under  which  the  utilities 
have  agreed  to  pay  half  of  $500  mil- 
lion in  disputed  charges;  Panhandle 
wrote  off  $200  million  of  LNG  assets. 
The  writeoff  shrinks  Panhandle's  rate 
base,  and  lets  Trunkline  cut  its  trans- 
portation rates  by  22%. 

Similarly,  Panhandle  extricated  it- 
self from  a  high-priced  Canadian  gas 
contract,  with  customers  paying  for 
the  buyout  in  return  for  lower  rates. 
"This  makes  us  competitive  again," 
exults  Michael  Morris,  chief  operat- 
ing officer  at  Michigan's  Consumers 
Power  Co.,  Trunkline's  single  biggest 
customer. 

Gas  volumes  and  market  share  have 
already  started  to  rebound  on  PEPL 
and  Trunkline. 

Hendrix  has  other  changes  in  store 
for  Panhandle.  He  vows  to  remove 
the  company  from  the  danger  of  get- 
ting stuck  again  with  high  priced 
take-or-pay  contracts  by  getting  Pan- 


handle out  of  the  merchant 
gas  business.  From  now  on 
it  will  be  simply  a  transport- 
er of  other  people's  gas. 
That  way  the  producers  and 
the  users  can  bear  the  risk  of 
volatile  gas  prices.  "I'm 
happy  to  be  out  [of  mer- 
chant gas],"  says  pepl  Pres- 
ident Paul  Anderson.  "We 
never  made  money,  and 
sometimes  we  lost  big." 

TETCO,  too,  is  downplay- 
ing its  gas  merchant  role, 
but  its  transition  to  being 
mosriy  a  transporter  is  not 
altogether  painless.  In  its 
latest  rate  filing,  TETCO 
wants  the  Federal  Energy 
Regulatory  Commission  to 
allow  it  to  recover  from  cus- 
tomers over  $500  million 
in  costs  for  remaining  take- 
or-pay  gas  supply  contracts. 
tetco's  customers  are 
not  amused.  "We'll  help  them  [Pan- 
handle] buy  out  of  problem  con- 
tracts," says  Edward  Sondey,  a  senior 
vice  president  at  Brooklyn  Union 
Gas,  "but  we  won't  give  them  a  blank 
check."  A  tough  fight  looms. 

Hendrix's  handiwork  is  already  evi- 
dent on  Panhandle's  bottom  line. 
Operating  profits  have  rebounded 
from  just  $52  million  in  1990  on  $3 
billion  in  revenues  to  more  than  $500 
million  this  year  on  just  $2.5  billion  in 
revenues.  Hendrix  sees  plenty  more 
earnings  growth,  despite  Panhandle's 
regulated  14%  return  on  equity.  Its 
pending  rate  plans  would  unbundle 
its  service  charges  and  allow  the  com- 
pany to  get  into  unregulated  busi- 
nesses like  gas  gathering  and  storage. 
Plus,  Panhandle  hopes  to  cut  more 
costs — and  pocket  the  savings. 

By  the  end  of  next  year,  Hendrix 
says  he  aims  to  reduce  debt  and  boost 
earnings  back  above  $1.50  a  share — 
from  a  $2.46-a-share  loss  in  1990. 
That  might  let  Panhandle  start  raising 
its  80-cents-a-share  (yield,  4.2%)  divi- 
dend again. 

Under  Hendrix,  Panhandle  stock 
has  almost  doubled,  to  $19.  Bui  he 
has  a  powerful  incentive  to  raise  it 
further.  The  only  pay  he  gets  tor  his 
first  three  years  on  the  job  is  300,000 
Panhandle  shares.- 

"My  interest,"  says  Hendrix,  "is 
totally  allied  with  stockholders. "    M 
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Fairfax  County  has  more 
college  graduates  than: 


a  Atlanta 

b.  Boston 

c  San  Francisco 

&  Denver 

e.  Minneapolis 

£  Seattle 

g.Mofthejgove 


If  you  answered  "g,"  you're 
wetty  astute  yourself. 

You're  also  keenly  aware  that 
o  succeed  in  the  21st  century, 
you're  going  to  need  the  most 
intelligent  employees  you 
s  can  find.  Nowhere  in  America 
will  you  find  more  of  them  than 
n  Fairfax  County,  Virginia. 

Of  our  800,000  residents, 
more  than  20,000  are  doctoral 


livi 


scientists  and  engineers.  Fifty-five 
percent  of  the  adults  hold 
college  degrees.  Ninety-five 
percent  are  high  school  graduates. 
Further,  eighty  percent 
continue  to  upgrade  their  skills 
with  technical,  occupational  or 
post-graduate  study. 

Now  doesn't  a  location  this 
smart  deserve  an  examination? 

Right  you  are  again. 


For  more  information,  just  clip 

the  coupon  or  call. 

i 1 

Please  send  me  more  informant  i  on  locating  my 
business  in  Fairfax  County. 

Name 


Title 


Company . 
Address 


City_ 
Zip_ 


State 


Phone 


Fairfax  County  Economic  Development  Authority 

8300  Boone  Boulevard,  Suite  450,  Vienna,  Virginia  22182 

Telephone  703-790-0600,  Fax  703-893-1269  fb9 

I 1 


Fairfax  County,  Virginia.  The  21st  Century  Is  Here. 


Jack  Messman  knew  little  about  the  oil  business 

when  he  was  tapped  to  run  Union  Pacific  Resources, 

but  he  learned  quickly.  Can  he  next  nail  down  his  boss'  job? 

Here  comes  Jack 


By  Toni  Mack 

Jack  Messman  grew  up  poor  in  Balti- 
more, one  of  five  sons  of  a  bricklayer 
who  never  got  beyond  the  sixth 
grade.  "Dad  made  me  work  with  him 
on  weekends  and  in  the  summer," 
says  Messman,  "and  he  always  gave 
me  the  worst  jobs."  When  he  was  16, 
Messman  recalls,  he  told  his  mother: 
"I  don't  intend  ever  to  work  that  hard 


for  a  living." 

In  his  quest  for  a  better  life,  Mess- 
man worked  his  way  through  the 
University  of  Delaware  and  joined 
Union  Carbide  as  a  salesman.  Later  he 
earned  a  Harvard  M.B.A.  and  in  the 
mid-1970s  became  a  turnaround  spe- 
cialist. That's  how  he  got  to  know 
Drew  Lewis,  who  was  then  doing 


turnarounds,  too.  In  1988  Lewis,  by 
then  chairman  of  Union  Pacific,  hired 
Messman  and  put  him  in  charge  of 
UP's  recently  acquired  hazardous 
waste  disposal  company. 

Last  year  Lewis  moved  Messman  to 
a  new  job:  chief  executive  of  Union 
Pacific  Resources  Co.,  the  railroad's 
$1.3  billion  (estimated  1992  reve- 


incre. 
three- 
color 
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Jack  Messman, 
chief  executive 
of  Union  Pacific 
Resources  Co. 
"I  test  and 
challenge  every- 
thing in  this 
company." 
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If  you  think  viewing  a  movie  at  home  is 
a  mere  spectator  sport,  you've  never  strapped 
yourself  into  the  Pioneer™  Home  Theater. 
With  our  leadership  in  both  audio  and  video 
technology,  the  linking  of  the  two  produces  unprece- 
dented results. 

What  you  see  is  the 
sharpest,  brightest 
picture  ever  played  on  a 
50-inch  screen.  Our 


Pioneer  Home  Theater, 
^fou  don't  just  watch  it. 


technology  in  which  we  have  led  worldwide. 
The  ultimate  in  sight  and  sound,  it  comes 
60%  closer  to  reality  than  ordinary  video- 
tape. And  features  the  superiority  of  digital  sound. 
Of  course,  what  you  hear  is  spectacular.  The 

enveloping  intensity  of  five- 
channel 
Dolby9  Pro 
Logic8 


ProVisiori"  line  of 
projection  TVs  fea- 
tures a  sophisticated 
new  short-focus  lens 
system  for  a  25% 
brighter  picture. The 
new  high-contrast 
black  screen 

increases  the  contrast  ratio  by  20%.  And  an  advanced 
three-line  digital  comb  filter  significantly  enhances 
color  accuracy  and  improves  picture  quality. 

The  picture  source  is  a  Pioneer  LaserDisc  Player,  a 


All  Pioneer  LaserDLic  Piny  em 
let  you  enjoy  both  laserdiscs 
and  CD<i,  Ask  your  Pioneer 
retailer  about  special  CD 
and  laserdisc  offers  from 
Columbia  House. 


The  Pioneer  CLD-D701  Combination 

CDILeuierDuc  Player  and  VSX-D901S  A/V  Receiver 

with  Dolby  Pro  Logic. 


Surround 
Sound.  All 
delivered 
care  of  the  industry-leading 
Audio/Video  Receivers  by  Pioneer. 

To  maximize  the  quality  of 
Surround  Sound,  we've  assembled  a  superb  new  pack- 
age of  perfectly  matched  modular  speakers  specially 
designed  to  deliver  a  theater-like  experience. 

Of  course,  there's  a  lot  more  to  tell,  so  call  us  at 
1-800-PIONEER  for  more  information.  Or,  drop 
by  a  Pioneer  Home  Theater  dealer.  You'll  find  just  what 
you'd  expect  frorn  the  leaders  in  audio 
and  video:  Home  theater  so  advanced, 
you  don't  just  watch  it™ 

Our  new  ProVuion 
SD-P5065K  Projection  TV 
incorporate  a  host  of 
technological  innovations. 
Pictured  here  Li  an  actual 


The  Art  of  Entertainment 


©  1992  Pioneer  Electronics  (USA)  Inc.,  Long  Beach,  CA.  Dolly  anil  Pro  Logic  are  regii- 
teno  Iraiknmrks  of  Dolly  Laboratories  Licensing  Corporation.  ©  1991  Cameo  Pictures 
Inc.  AU  right)  merm).  The  depiction  of  ENDOSKELETON  it  a  trademark  ofCarolco. 
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We're  Transamerica.  Our  business  is 
financial  services  —  life  insurance, 
investments,  lending  and  leasing.  Our 
philosophy  is  to  concentrate  on  the 
things  we  do  best  and  to  try  to  do  then 
better  than  anyone  else.  So  when  you 
deal  with  a  Transamerica  company, 
you'll  get  the  right  product  at  the  right 
price  —  whether  it's  a  life  insurance 
policy,  a  home  equity  loan,  a  mutual 
fund  or  anything  else  we  offer.  It's  as 
simple  as  that.  Remember  the  Pyramid 
for  the  best  in  financial  services.  i 
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Transamerica 


THE  POWER  OF  THE  PYRAMID  IS  WORKING  FOR  YOU.® 
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©  1992  Transamerica  Corporation 


Union  Pacific  Resources 


nues)  oil  exploration  unit. 

Messman  had  almost  no  oil  experi- 
ence, but  so  far  he's  done  a  bang-up 
job.  This  year  up  Resources  will  most 
likely  produce  18%  of  Union  Pacific's 
revenues,  but  37%  of  the  parent's 
estimated  $730  million  net  profit.  Oil 
experts  Sterling  Consulting  Group 
reckon  that  up  Resources  boosted  its 
U.S.  reserve  value  by  $1.53  for  every 
$1  it  has  invested  since  1988,  the 
highest  value-added  ratio  among  me- 
dium-size domestic  oil  producers. 

Messman's  secret:  a  useful  habit  of 
questioning  conventional  wisdom.  As 
Messman  puts  it:  "I  test  and  challenge 
everything  in  this  company." 

Here's  an  example.  Union  Pacific 
has  produced  oil  and  gas  in  Canada 
since  1957.  But  for  years  no  one  asked 
whether  the  Canadian  operations 
were  earning  an  adequate  return  on 
the  capital  invested  in  them.  Messman 
asked,  and  discovered  that  many  of 
them  were  earning  below  10%  on 
capital.  He  quickly  chucked  them. 

Closing  most  of  the  Canadian  op- 
erations cost  up  Resources  $50  mil- 
lion, pretax,  in  writedowns.  But  the 
property  sales  brought  in  $49  million 
this  yeai .  Messman  will  use  the  money 
in  a  most  contrarian  way:  drilling  in 
the  U.S.,  at  a  time  when  most  oilmen 
are  flocking  to  less-explored  territory 
overseas  (Forbes,  Oct.  26). 

"I'm  not  prepared  to  go  in  and 
compete  with  the  majors  on  throwing 
money  and  people  at  these  coun- 
tries," says  Messman.  "There's  a  defi- 
nite opportunity  here  at  home." 

Take  up  Resources'  deal  with 
Amoco  in  Wyoming's  Moxa  Arch 
area.  Under  a  1969  agreement, 
Amoco  held  exploration  rights  to 
20,480  acres  there  that  had  originally 
belonged  to  up  Resources.  There  are 
rich  gas  reserves  on  the  property,  but 
Amoco  hasn't  developed  the  reserves. 
Says  Messman:  "They  want  to  milk 
their  existing  U.S.  production  and 
put  the  money  overseas." 

So  Messman  cut  a  smart  deal.  In 
March  he  convinced  Amoco  to  give 
up  Resources  the  rights  to  develop  the 
acreage  in  return  for  a  share  of  the 
production.  After  up  Resources  re- 
coups the  $32  million  it  plans  to 
invest,  it  will  keep  60%  of  the  reserves, 
or  some  77  billion  cubic  feet  of  gas, 
and  give  the  rest  to  Amoco. 

In  another  recent  deal  Messman 
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Rig  drilling  for  UP  Resources 
in  Texas'  Austin  Chalk  formation 
A  28%  return  now,  but  what 
will  Messman  do  for  an  encore? 


paid  Amoco  an  extraordinarily  low  4 
cents  per  thousand  cubic  feet  for 
some  other  Wyoming  gas  reserves. 
The  price  was  cheap  because  the  gas, 
suffused  with  poisonous  hydrogen 
sulfide,  would  have  to  be  transported 
30  miles  to  a  processing  plant.  But 
Messman  drew  on  his  hazardous 
waste  experience  to  persuade  envi- 
ronmentalists, the  media  and  other 
local  folks  that  up  Resources  could 
safely  ship  the  gas.  The  company  is 
now  spending  $41  million  on  a  pipe- 
line and  will  sell  the  gas  for  a  projected 
$1 .60  per  thousand  cubic  feet.  Mess- 
man says  his  expected  aftertax  return 
on  both  Amoco  deals  is  above  30%. 

If  Messman  has  a  problem,  it's  in 
the  Austin  Chalk  formation  of  south- 
ern Texas,  where  up  Resources  will 
spend  half  its  $525  million  capital 
spending  budget  this  year.  Many  oil- 
men have  foundered  in  the  Chalk.  But 
UP  Resources  has  brilliantly  applied 
new  technology  to  increase  produc- 


tion there  more  than  tenfold,  to 
60,000  barrels  a  day.  up  Resources 
earns  around  28%  on  invested  capital 
in  the  Austin  Chalk. 

The  problem  is  this:  When  up  Re- 
sources' 530,000  acres  are  drilled  up, 
in  1995  or  1996,  output  will  drop  like 
a  stone.  What  then? 

'T'm  worried  about  that,"  admits 
Messman.  "I'm  looking  at  12  pros- 
pects similar  to  the  Austin  Chalk 
now."  He's  also  browsing  among  the 
$10  billion  or  so  in  U.S.  oil  and  gas 
reserves  that  big  outfits  like  Mobil  and 
Amoco  have  put  up  for  sale.  His 
target:  a  $400  million  to  $500  million 
acquisition  with  a  15%  or  better  rate 
of  return. 

Meanwhile,  up  Resources  has  plen- 
ty of  territory  to  exploit.  Besides  the 
2.7  million  acres  it  has  leased,  it  owns 
exploration  rights  to  Union  Pacific's 
entire  federal  land  grant — 7.5  million 
acres  in  Wyoming,  Colorado  and 
Utah — given  to  up  in  1862  as  incen- 
tive to  build  the  railroad.  Unexplored 
parts  of  the  land  grant — particularly 
among  over  1  million  acres  in  the 
huge,  gas-rich  Green  River  Basin — 
could  hold  reserves  worth  upwards  of 
$1  billion.  Even  without  new  re- 
serves, up  Resources  is  valued  by  Salo- 
mon Brothers  at  $3.5  billion,  around 
$17  per  Union  Pacific  share. 

If  Messman,  who's  52,  continues 
to  do  well  in  the  oil  business,  he  stands 
a  good  chance  of  getting  the  top  job 
at  Union  Pacific  when  Lewis,  now  61 , 
retires  in  1996.  But  Messman  is  no 
shoo-in.  He  faces  two  very  capable 
rivals  in  Richard  Davidson,  who  runs 
the  railroad,  and  White  Matthews, 
up's  executive  vice  president. 

Deciding  that  the  best  offense  is  a 
great  record,  Messman  has  been  pay- 
ing close  attention  to  every  detail  at 
UP  Resources,  including  its  cost  struc- 
ture. Last  year  up  Resources  spent  just 
6%  of  revenues  on  overhead;  compare 
this  rate  with  14%  at  Anadarko  Petro1 
leum  and  13%  at  Apache  Corp.  But 
the  ratio  wasn't  good  enough  for 
Messman.  In  September  he  laid  off 
300  workers,  or  17%  of  UP  Resources1 
work  force.  "We  have  to  stay  ahead  of 
the  overhead  curve,"  he  says. 

Making  no  effort  to  hide  his  broad- 
er ambitions,  Messman  adds:  "Within 
the  next  couple  of  years,  he  [Lewis] 
has  got  to  name  a  successor,  and  I 
hope  I'm  it."  IB 
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Extreme  Heae  Humidity 
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t  Compaq,  we  put  our  products  through  some  of  the 
ost  brutal  testing  in  the  industry.  That  way  we  can  be  sure 
ey'll  withstand  the  toughest  test  of  all:  public  opinion. 

"Compaq  hit  the  mark  with  14  machines  that  combined  low  price 
th  high  performance  and  a  most-wanted  list  of  features." 

&     r  -InfoWorld,  June  22,  1992 

". . .  Compaq  has  slashed  prices  without  compromising  quality." 

-PC  Week,  June  22,  1992 

"Compaq  Computer  Corporation  has  taken  an  aggressive  pricing 
ice  with  its  new  ProSignia  server  line  " 

&  -PC  Week,  October  5,  1 992 

"Despite  its  low  price,  the  ProSignia  packs  a  variety  of  features." 

-PC  Week,  OctoberS,  1992 

". .  .For  running  Windows  on  the  road,  the  Compaq  LTE  Lite /25  c 
Iclearly  the  best  notebook  yet." 

J  J         -PC  Laptop,  October  1992 

"It  is  the  best-looking  color  screen  on  any  notebook,  plain  and  simple." 

—PC  Computing,  August  1992 

"DeskPro/i. .  .combines  the  traditional  Compaq  virtues  of  strong 
[rformance  and  technical  innovation  with  aggressive  pricing." 

-PC  Week,  June  22,  1992 

"Make  no  mistake  about  it:  this  is  a  strikingly  energetic  Compaq." 

-PC  Week,  June  22,  1992 

"You'd  expect  technical  leadership  from  Compaq,  but  the  Lite/25c's 
"essive  price  took  us  completely  by  surprise." 

Fv  r  y      7  r  -PC  Computing,  August  1992 

"Low-cost  ProLinea  offers  solid  quality." 

n  J    -InfoWorld,  October^,  1992 

"...Compaq  Contura  3/25  notebook  is  part  of  Compaq's  clone - 
?ater  strategy  and  packs  an  aggressive  price /performance  punch. .  " 

—PC  Magazine,  August  1992 

"That's  leadership." 

r    -PC  Week,  June  22,  1992 


Our  alliance  with  Intel  enables  us  to 
improve  on  processor  technologies 
with   such    advances  as  easy-to- 
upgrade  architectures  and  sophisti- 
cated power-conservation  Jeatures. 


Compaq  engineers  have  already  been 
improving  our  new  ajjordable  PCs. 
In/act,  the  COMPAQ_Contura  PC 
is  now  available  with  a  super-crisp, 
passive-matrix  VGA  color  screen. 
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Was  Joseph  Chuang  a  crook,  preying  on  his  compatriots,  or  a 
hapless  victim  of  bureaucratic  high-handedness? 

"They  try  to  cover  up 
everything" 


By  Phyllis  Berman  with  Michael  Schuman 


Joseph  Chuang, 
newly  released 
from  jail 

"Everything  govern- 
ment say  is  lies." 


Kuang  Hsung  (Joseph)  Chuang 
portrays  himself  as  an  authentic 
American  hero.  In  1977,  a  mere  ten 
years  after  immigrating  to  the  U.S. 
from  Taiwan,  he  formed  Golden  Pa- 
cific National  Bank,  the  first  Chinese  - 
American-owned  bank  in  New  York's 
Chinatown. 

Chuang,  of  course,  wanted  a  piece 
of  the  $2  billion  in  deposits  that  the 
hardworking  Chinese  immigrants 
socked  away  in  local  banks.  He 
claimed  his  bank  would  reinvest  these 
dollars  in  the  community  with  loans 
to  local  laundries  and  restaurants  and 
other  small  businesses. 

The  government  paints  a  much  dif- 
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ferent  picture  of  Chuang.  It  says  he 
was  a  shark  preying  on  his  brethren, 
taking  their  hard-earned  dollars  and 
speculating  with  them.  In  1985  bank 
regulators  suddenly  declared  Golden 
Pacific  insolvent  and  shut  it  down. 
Four  years  later  Chuang  was  convict- 
ed of  misuse  of  bank  funds,  lying  to 
federal  regulators  and  conspiring  to 
defraud  the  U.S.  He  has  just  been 
released  from  the  Allen  wood  Federal 
Prison  Camp  after  serving  three  years 
of  his  five-year  sentence. 

Today  Joseph  Chuang  sits  in  his 
spartan  Chinatown  office  at  the  cor- 
ner of  Centre  and  Canal  streets  in  the 
ornate    red-and-gold     building    he 


erected  in  1983.  In  broken  English  he 
pleads  his  innocence:  "Everything 
that  the  government  say  in  last  seven 
years  is  lies.  When  they  make  a  mis- 
take, and  find  out  mistake,  they  try  to 
cover  up  everything."  Arguing  that 
when  the  feds  shut  him  down  his  bank 
was  solvent,  Chuang  is  taking  his  case 
to  the  U.S.  Court  of  Appeals  for  the 
Federal  Circuit,  with  help  from  an 
expert  on  banking  law,  Jonathan  R. 
Macey,  the  J.  Ou Pratt  White  Profes- 
sor of  Law  at  Cornell  University. 

The  court  accepted  as  a  given  Gold 
en  Pacific's  insolvency  when  the  gov 
eminent   tried    Chuang.    Rut    there 
have    been    miscarriages    of   justice 
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BY  CUTTING  YOUR  BEARD 

BELOW  THE  SKIN,  NORELCO  RAISES 

THE  STANDARDS  OF  SHAVING. 


It  sounds  incredible. 
But  that's  because  it  is. 
Norelco®  can  actually  shave  below 
Jskin  level  in  complete  comfort. 
How  is  this  possible? 


Razor  combs  Lifter  notches 

quickly  direct  into  hair  and 

hair  to  the  "Lift  lifts  it  up. 
and  Cut" system. 


Blade  cuts 
lifted  hair  which 
drops  back 
below  skin  level. 


With  Norelco's  patented 
Lift  and  Cut™  system,  a  precision 
lifter  in  front  of  the  blade  notches 
into  the  hair  and  lifts  it  up.  After 
a  blade  cuts  it,  the  hair  shaft  can 
actually  drop  below  skin  level. 

The  result  is  an  incredibly  close  shave.  And  since 
the  blades  don't  touch  your  face, 
you're  also  rewarded  with  a  com- 
fortable shave. 

This  comfort  is  made  more 
exceptional  with  floating  heads. 
They  glide  over  your  face,  effort- 
lessly following  every  curve  and  contour. 

Put  the  Norelco  razor  to  the  test.  And  experience 
the  highest  standards  of  shaving  for  yourself. 


Floating  heads  move 
up  and  down  to  hug  the 
contours  of  your  face. 
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Joseph  Chuang 

aplenty  in  government  bank  regula- 
tion (Forbes,  Sept.  28).  Forbks  does 
not  know  who  is  right  in  this  case.  But 
Chuang  is  vehement  in  his  own  de- 
fense, and  his  side  is  well  worth  listen- 
ing to. 

As  Chuang  tells  it,  after  coming  to 
the  U.S.  to  study  law  and  internation- 
al finance  and  working  for  several 
U.S.  companies,  he  decided  to  go  out 
on  his  own.  He  raised  $3.5  million 
from  Chinese  businessmen  in  Taiwan 
and  in  Chinatowns  around  the  globe, 
got  a  bank  charter  and  set  up  shop  in  a 
tiny,  cramped  office  on  Centre  Street. 
Helped  by  flight  capital  from  Taiwan, 
Golden  Pacific  grew.  Within  eight 
years  it  had  deposits  of  $150  million 
and  offices  in  Houston,  San  Francis- 
co, Chicago  and  Boston. 

Bank  regulators  say  that  from  the 
start  Chuang  acted  in  reckless  disre- 
gard of  banking  laws.  His  bank  was 
put  on  the  "special  projects"  program 
in  1980  after  the  Office  of  the  Comp- 
troller of  the  Currency  (occ)  discov- 
ered an  inadequate  reserve  for  loan 
losses  and  questioned  its  manage- 
ment practices  and  internal  controls. 

What  brought  Chuang  down  were 
securities  known  as  "yellow  certifi- 


cates." As  early  as  1979  Chuang  had 
decided  to  sell  these  nonnegotiable 
receipts  printed  on  yellow  paper. 
These  were  not  FDic-insured  depos- 
its; they  were  pooled  in  an  off- the - 
books  account.  Although  they  were 
completely  uninsured,  they  paid 
higher  interest  rates  than  insured  de- 
posits, so  they  were  attractive  in  the 
high-inflation  days  of  the  early  1980s. 

In  1981  the  occ  argued  that  these 
certificates  should  be  on  the  bank's 
books  as  a  formal  liability.  But  then,  in 
1982,  the  OCC  ceased  inquiring  about 
the  certificates  and  Chuang  thought 
he  had  received  tacit  approval  to  in- 
vest the  money  they  generated  at  his 
own  discretion. 

When  he  built  his  bank's  ornate 
headquarters,  Chuang  used  $7.8  mil- 
lion from  the  certificates.  He  said  he 
invested  another  $2.5  million  in  loans 
to  a  Taipei  hotel,  $1.2  million  in 
banker's  acceptance  notes  and  $1  mil- 
lion in  a  real  estate  partnership. 

According  to  regulators,  some  of 
the  yellow  certificate  money  went  to 
finance  businesses  controlled  by  in- 
siders, including  his  wife  and  other 
relatives.  Chuang  acknowledges  lend- 
ing yellow  certificate  money  to  opera- 


ABOVE: 

Yellow  certificates 

RIGHT: 

Customers  demonstrate 
Did  "yellow  certificate" 
holders  know  their  money 
was  uninsured  and  invested 
at  Chuang's  discretion? 


tions  his  family  controlled.  He  also 
acknowledges  that  yellow  certificate 
money  rescued  bad  loans  made  by  his 
bank.  But  he  also  contends  that  his 
family  name  was  utilized  only  for  legal 
purposes,  and  that  no  insiders  bene- 
fited financially  from  the  deals. 

On  Monday,  June  17,  1985,  the 
occ,  tipped  off  to  the  continued  use 
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of  yellow  certificates  by  a  disgruntled 
employee,  began  an  unannounced  in- 
spection of  the  bank.  Chuang  claims 
that  by  Friday  250  examiners  and  35 
FBI  agents  had  descended  on  the 
bank,  causing  a  run  on  it  still  remem- 
bered in  Chinatown. 

The  regulators  found  a  small  steel 
box  with  index  cards  listing  yellow 


certificate  liabilities  to  the  tunc  of 
$15.7  million.  Assets?  According  to 
the  occ,  offsetting  assets  were  impos- 
sible to  value  and  not  liquid  enough 
to  pay  off  the  certificates  on  demand. 
Thus  they  claimed  the  bank  had  a 
shortfall  of  required  capital  of  $6.6 
million  and  was  insolvent. 

Within  days  the  bank's  deposits 
were  transferred  to  the  Hongkong  & 
Shanghai  Banking  Corp.,  though 
Chuang  claims  there  were  other  local 
banks  interested  in  bidding  on  them. 

The  federal  court  for  the  Southern 
District  of  New  York  refused  to  de- 
bate the  bank's  solvency,  and  Chuang 
was  thrown  in  jail  in  1989. 

But  despite  Chuang's  conviction,  it 
is  not  clear  that  the  bank  really  was 
insolvent.  After  spending  five  years 
selling  off  the  bank's  assets,  the  FDIC 
was  able  to  collect  enough  money  to 
pay  off  in  full  nearly  every  depositor, 
including  uninsured  depositors. 
Chuang's  hired  expert,  Professor  Ma- 
cey,  contends  that  the  fdic  kept  $14 
million  more  for  itself  to  cover  its 
costs  and  still  left  $16  million  in  assets 
in  the  till.  Chuang  says  some  of  the 
off-book  assets  and  also  some  bank 
loans  were  sold  to  him  at  a  discount. 


"The  fdic:  liquidation  staff  did  an 
outstanding  job  of  collecting  the 
bank's  assets,"  bragged  Deputy  Re- 
gional Director  Robert  Cittadino  in  a 
release  to  the  public.  "We  are  able  to 
make  uninsured  depositors  and  credi- 
tors whole." 

But  maybe  they  were  whole  any- 
how. In  June  1991  Golden  Pacific 
and  its  shareholders  sued,  contending 
their  Fifth  Amendment  "property 
rights"  were  violated  by  the  govern- 
ment. The  complaint  was  dismissed. 
Now  they  are  appealing  the  case. 

Professor  Macey  says:  "The  shut- 
down of  Golden  Pacific  constitutes  'a 
taking,'  for  which  just  compensation 
is  due  under  the  Fifth  Amendment  to 
the  U.S.  Constitution." 

The  big  winner  here  is  the  giant 
Hongkong  &  Shanghai  bank.  It  is  the 
international  bank  that  today  pursues 
deposits  of  Chinese  expatriates 
around  the  world — and  now  has  one 
challenger  fewer  in  the  U.S.  The  bank 
absorbed  Golden  Pacific's  deposits.  It 
still  doesn't  own  the  elegant  building 
on  Centre  Street.  Chuang  managed 
to  repurchase  it  from  the  fdic  in 
1989,  but  Hongkong  &  Shanghai 
holds  the  mortgage  on  it.  Hi 
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For  the  fifth  consecutive  year, 
Singapore  Airlines  has  been  ranked  as 
the  best  airline  in  the  world  in  the  Conde 
Nast  Traveler  Readers'  Choice  poll.  And 
for  the  fourth  year  in  a  row,  we've  also 
been  named  the  world's  best  airline 
by  the  readers  of  Business  Tiaveler 
International.  Fly  with  us  across  five 
continents  on  the  world's  youngest, 
most  modern  fleet.  At  Singapore 
Airlines,  we  care  for  you  with  a  stan- 
dard of  inflight  service  that  everyone 
is  talking  about.     A  great  way  to  fly 
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Alco  Standard  is  a  $4.9  billion  company  that  acts 
like  a  lot  of  little  companies.  It  works. 

How  to 
grow  big 
yet  stay  small 


By  Seth  Lubove 

The  conglomerate,  out  of  favor  on 
Wall  Street  after  its  1960s  heyday,  is  a 
dwindling  breed.  By  and  large  con- 
glomerates just  didn't  work.  But 
there  is  an  exception  to  every  rule,  and 
Valley  Forge,  Pa. -based  Alco  Stan- 
dard Corp.  has  been  the  exception  to 
the  rule  that  conglomerates  just  don't 
work  well. 

Alco  Standard  certainly  works.  For 
the  five  years  ending  Sept.  30, 1992,  it 
had  a  compound  growth  in  earnings 
per  share  from  continuing  operations 
of  15%,  while  its  five-year  return  on 
equity  averaged  15%;  SI 00  invested 
in  Alco  stock  in  1965,  when  it  began, 
is  worth  over  $11,000  today,  a  com- 
pound growth  rate  of  about  19%. 

How  did  Alco  succeed  where  so 
many  others  stumbled?  By  abandon- 
ing random,  hodgepodge  diversifica- 
tion but  maintaining  the  structure  of  a 
federation  of  independent  businesses. 
This  S4.9  billion  (revenues)  company 
has  tried  everything  from  coal  mining 
to  liquor  distribution  to  fish  food.  It 
built,  and  subsequently  spun  off,  the 
nation's  third-largest  drug  distributor 
and  disposed  of  a  wide  range  of  busi- 
nesses, including  motor  homes,  vul- 
canized fiber  sheets,  electronic  sports 
scoreboards  and  imported  giftware. 

Today  Alco  Standard  is  concentrat- 
ed in  just  two  major  businesses — 
office  products  and  paper  distribu- 
tion. Yet  it  maintains  the  loose  struc- 
ture it  had  when  it  was  in  more  than 
50  different  businesses.  It  avoids  the 
trappings  of  big  business,  obsessively 
preserving  a  small -business  style. 

The    company    was    founded    by 
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Tinkham  Veale  II,  now  76,  a  crusty 
entrepreneur  who  scorned  corporate 
bureaucracy  ("shiny  pants,"  he  called 
headquarters  staffers).  Wealthy  from 
investing  the  profits  of  earlier  business 
ventures,  Veale  "retired"  at  the  age  of 
37  to  breed  Thoroughbred  horses. 
Growing  restless  some  ten  years  later, 
he  formed  a  holding  company  that 
became  Alco  Standard. 

From  personal  experience,  Veale 
knew  that  entrepreneurial  businesses 
often  grew  so  large  that  management 
spent  more  time  on  administrative 
hassles  than  on  operating  the  business 
or  developing  new  ideas.  His  idea  was 
to  acquire  up-and-coming  businesses, 
usually  in  exchange  for  Alco  stock  and 
cash,  and  let  the  entrepreneur  contin- 
ue to  run  the  business  under  the  same 
name,  while  Alco  would  relieve  him  of 
the  administrative  chores  like  book- 
keeping and  tax  accounting. 

We've  all  heard  that  story  before. 
Usually,  however,  the  one  who  pays 
the  piper  quickly  begins  to  call  the 
tune.  In  short  order,  the  entrepreneur 
quits  or  is  encouraged  to  leave.  The 
company  is  absorbed  by  corporate 
bureaucrats,  its  creative  spark  extin- 
guished and  replaced  by  endless  re- 
ports to  headquarters. 

The  difference  with  Alco  was  that 
there  really  was  a-  minimum  of  med- 
dling from  above.  "This  is  a  home  for 
entrepreneurs,"  says  Richard  Gozon, 
54,  Alco's  president  and  chief  operat- 
ing officer.  Veale  himself  set  the  stan- 
dard for  hands-off  management.  He 
rarely  appeared  at  Valley  Forge  head- 
quarters,   preferring   to    follow    the 


numbers  in  his  office  above  the  garage    !  h 
on  his  Cleveland  estate. 

Veale  was  a  son-in-law  of  A.C. 
Ernst,  a  founding  partner  of  the  well- 
known  accounting  firm  Ernst  & 
Young,  and  greatly  admired  the  part- 
nership structure  that  prevailed  in  ac- 
counting firms.  To  this  day,  Alco  has 
an  annual  "partners  meeting"  with 
the  heads  of  Alco's  operating  units, 
whom  Veale  regarded  as  partners 
rather  than  division  heads.  Veale,  now 
chairman  emeritus,  and  his  son,  Tink- 
ham Veale  III  (Alco's  largest  individ- 
ual shareholder),  faithfully  attend 
that  meeting  each  vear  in  Hilton 
Head,S.C. 

Using  the  approach  of  providing 
back-office  services  for  entrepreneurs, 
Alco  has  bought  or  sold  over  300 
companies  since  1965,  mostly  with 
out  the  aid  (and  expense)  of  invest 
ment  bankers.  Veale  well  realized  that 
most  acquisitions  of  small  companies 
by  larger  ones  failed  because  the  en 
trepreneur  felt  thwarted  by  corporate 
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bureaucracies.  "Alco  leaves  people 
alone  and  lets  them  run  their  compa- 
nies," says  Hallie  Gibbs,  president  of 
Modern  Business  Systems,  a  Jefferson 
City,  Mo.  office  products  distributor 
that  Alco  bought  in  1984.  "They  do 
not  interfere  whatsoever." 

From  the  start,  Veale  realized  he 
had  to  provide  a  congenial  atmo- 
sphere if  the  entrepreneurs  were  to 
stay  and  continue  doing  what  they  do 
best.  As  "partners" — in  this  case 
shareholders — of  Alco  they  still  have  a 
stake  in  the  business,  but  they  gain  the 
security  of  diversification,  as  well  as 
the  deep  pockets  of  a  large  company. 

John  Stuart,  the  president  of  Alco's 
office  products  group,  explains  how 
the  autonomy  at  Alco  contrasts  with 
the  centralization  at  most  companies: 
"It's  the  epitome  of  arrogance  to  sit  in 
the  headquarters  of  ibm  or  Xerox  and 
tell  people  what  to  do.  I  spent  two 
decades  at  ibm,  so  I  know  a  bureaucra- 
cy. Our  [Alco]  guy  in  Seattle  runs  that 
company.  They  don't  have  to  call  us 
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for  approval.  I  think  this  is  the  struc- 
ture of  the  Nineties."  IBM,  which  is 
engaged  in  serious  decentralization, 
finally  seems  to  agree. 

In  the  end,  however,  even  Alco 
Standard  has  learned  that  random, 
hodgepodge  diversification  isn't  the 
way  to  go.  Six  years  ago  Veale's  suc- 
cessor as  chairman  and  chief  execu- 
tive, Ray  Mundt,  decided  to  focus  the 
company  on  the  two  businesses  where 
Alco  was  strongest:  office  products 
and  paper  distribution.  Out  went 
such  businesses  as  ice  cream  goodies, 
health  services  and  food  services 
equipment.  From  nine  divisions, 
Mundt,  64,  has  cut  down  to  just  two. 

Today  Alco  is  the  world's  largest 
paper  distributor,  selling  business 
supplies  like  copier  paper  as  well  as 
such  products  as  paper  shopping 
bags,  and  paper  towels  and  toilet  pa- 
per for  offices.  It  is  also  the  world's 
leading  seller  and  servicer  of  office 
products  such  as  Canon,  Ricoh  and 
Sharp  copiers  and  fax  machines.  The 


%  Alco  Standard 
President  Richard 
Gozon  (left)  and 
Chief  Executive 
Ray  Mundt 
"Push-down 
decision  making 
doesn't  work 
anymore." 


Alco  Standard 
founder 

Tinkham  Veale  II 
Scorning 
"shiny  pants" 
headquarters 
staffers,  he  built 
Alco  by  giving 
operating 
managers  the 
autonomy  to 
continue  being 
entrepreneurs. 
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ie  sedate  practicality  of  a  station  wagon  is  meant  for  someone,  but  that  someone  isn't  you. 

for  you  there's  a  more  expansive  practicality.  In  a  vehicle  that  seats  you  comfortably  above  the  hosts 

sedan  drivers  ancl,  with  the  push  of  a  button,  shifts  into  4WD  to  release  you  from  the  bounds  of 

E  road.  A  trim,  agile  vehicle,  in  which  truck  power  and  strength,  leather-trimmed  seating,  4-wheel 

Li-lock  brakes  and  advanced  Softride  suspension  are  seamlessly  blended,  presenting  a  confident 

?w  of  the  world  that  can  only  be  brought  to  you  by  a  truck  company. 

It's  called  the  Jimmy  SLT,  from  GMC  Truck.  For  more  details,  give  us  a  call  at  1-800-GMC-TRUCK 

800-462-8782).  It  will  not  only  expand  your  options  in  life.  But  your  horizons  as  well. 

okkgmg*  aj^r-^  [m£      THE  STRENGTH0F  EXPERIENCE 


GMC  Truck  and  Jimmy  are  registered  trademarks  of  General  Motors  Corp. 


Without  Black, 
it  would  all  be  flat. 


Ultimately  there's  Black: 


A  Paper  Corp.  of  America  warehouse 

Once  an  unfocused  conglomerate,  Alco  is  now  the  world's  largest  paper  distributor. 


two  remaining  divisions,  however,  are 
made  up  of  dozens  of  autonomous 
businesses;  in  acquiring  them,  Alco 
doesn't  try  to  force  them  into  any 
rigid  corporate  mold. 

As  it  acquires  more  and  more  busi- 
nesses in  a  field,  it  continues  to  let 
them  operate  autonomously.  So  inde- 
pendent are  the  operating  units  that 
each  one  still  negotiates  separate  dis- 
tribution agreements  with  manufac- 
turers, even  though  Alco  might  be 
able  to  get  a  better  price  if  it  consoli- 
dated purchasing.  Says  office  prod- 
ucts head  John  Stuart,  "If  we're  going 
to  compete,  we'll  do  it  on  our  merits, 
not  because  of  the  way  we're  buying. 
If  I  have  to  do  it  by  taking  it  out  of  the 
supplier's  hide,  I'm  not  going  to  be  in 
business  long." 

In  joining  Alco,  small  companies 
keep  most  of  their  independence  and 
they  also  gain  something  valuable: 
information.  In  office  products,  for 
instance,  Alco  owns  many  of  the  na- 
tion's largest  dealers.  Now,  as  units 
operating  independently  but  under 
one  corporate  umbrella,  they  can  get 
accurate  up-to-the-minute  data  on 
market  and  financial  conditions  from 
all  over.  Says  Gibbs:  "Before,  it  was 
very  difficult  to  find  any  measure- 
ment. There  was  a  copier  dealers' 
association  formed,  but  in  most  cases 
other  dealers  lied  when  they  shared 
financial  information." 

"I  was  like  a  kid  in  a  candy  store," 


says  Coley  Evans  Jr.,  president  of  a 
paper  distributor  acquired  by  Alco  in 
the  spring  of  1991,  of  the  access  he 
got  to  his  former  competitors'  finan- 
cial numbers.  "If  you  can't  own  the 
business  yourself,  working  for  Alco  is 
as  close  to  having  your  own  business 
as  you  can  get." 

Where  Alco  does  consolidate  oper- 
ations is  in  such  areas  as  computer 
systems  and  software.  For  instance, 
11  of  Alco's  21  paper  companies  had 
Hewlett-Packard  computers,  but 
none  used  the  same  software,  imped- 
ing the  transfer  of  data  among  compa- 
nies. Now  all  the  paper  companies  are 
sharing  one  of  four  regional  main- 
frames, all  of  which  are  tied  into  a 
central  computer  in  Valley  Forge. 

This  fall  Alco  landed  Wal-Mart  as  a 
customer  for  its  paper  products.  This 
was  quite  a  coup  considering  Wal- 
Mart's  preference  for  buying  direcdy 
from  manufacturers;  Alco,  of  course, 
doesn't  produce  paper,  it  only  sells  it. 

At  a  time  when  stumbling  giants  are 
desperately  trying  to  push  decision 
making  down  into  the  field,  Alco 
Standard  has  quietly  shown  how  it's 
done.  "The  old  structure  of  push- 
down decision  making  doesn't  work 
anymore,"  says  President  Gozon.  Gi- 
ant companies  struggling  to  decen- 
tralize and  push  decision  making  fur- 
ther down  into  the  organization 
could  do  worse  than  have  a  talk  with 
Tinkham  Vcale  II.  H 
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Albert  Wittnauer 


There's  fin  Old  Face 
Behind  Our  New  Face 


WITTNAUER  LONGLIFE? 
BATTERY  GUARANTEED  2 


On  the  face  of  it,  you're  looking  at  one  of  the  world's  most  precise  time- 
pieces. It's  The  Wittnauer  LQNGLIFE™  —  a  highly  sophisticated,  technology 
cally  advanced  model  in  a  Titanium  casing  that  actually  runs  for  20  years 
without  ever  changing  the  battery.  Its  unprecedented  design,  in  fact,  has 
achieved  the  1992  Hanover  Design  Award. 

But  what  really  makes  it  tick  is  the  unwavering  commitment  that  goes 
into  it.., and  every  other  Wittnauer  watch  as  well:  for  it  to  be  handcrafted, 
not  mass  produced.  It's  a  commitment  that  was  first  made  100  years  ago 
by  our  founder  Albert  Charles  Wittnauer.  And  made  every  day  since. 


>1992  LoBgines-Wittnaucr  Watch.  1-800-962-9602.  A  subsidiary  of  the  Westinghou^c  Electric  Corporation 


,.^« 


1 


Soil  can  erode 


at  the  rate  of  up  to 


one  inch  per  year. 


Now  a  word  about 


financial  assets. 


Taxes  take:  a  nibble  here.  A  nibble  there.  Then  inflation  takes  a  bite.  Little  wonder  the 
average  financial  portfolio  gets  eaten  away  over  time.  Precisely  why  every  J.R  Morgan 
advisor  offers  a  range  of  global  investment  services  to  balance  risk  and  reward.  Analysts, 
traders,  and  financial  strategists  who  focus  on  increasing  long-term  reward.  And 
Generational  Planning  services  to  transfer  that  reward.  Better  still,  the  best  way  to  make  sure 
your  assets  won't  erode  over  time  is  to  start  a  financial  relationship  that  won't,  either.  If  you 
have  assets  of  $5  million  or  more,  call  Richard  B.  Jones,  J.R  t  ~r%  ~im  m  .^  ^  -^,  -^  __ 
Morgan  California,  at  (213)  489-9354.  Private  Banking    J  "IVIOI  wit  I  I 

New  York,  Wilmington,  Del.,  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels,  Frankfurt,  London,  Madrid,  Milan,  Nassau,  Paris,  Geneva,  Zurich,  Hong  Kong,  Singapore,  Tokyo 
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As  the  tort  bar  toasts  the  election  of  Bill  Clinton, 
it  gets  more  good  news,  this  time  from  Texas. 

Here  come 
the  lawsuits 


By  David  Frum 

The  cause  of  tort  reform  was  a  big 
loser  on  Nov.  3.  While  President  Bush 
championed  changes  to  U.S.  law  to 
reduce  the  capriciousness  of  the  tort 
system,  Governor  Clinton  won  the 
enthusiasm  of  the  trial  lawyers.  Al- 
most 40%  of  the  contributions  to  the 
Clinton  campaign  whose  sources 
could  be  identified  came  from  lawyers 
(Forbes,  Aug.  31). 

Little  wonder.  In  a  recent  National 
Law  Journal  article,  candidate  Clin- 
ton argued  that  "the  'reforms'  advo- 
cated by  Mr.  Bush  and  Mr.  Quayle 
were  dramatically  tilted  toward  big 


reporter  for  the  Arkansas  Democrat 
Gazette.  Since  Hillary's  activist  views 
are  pretty  well  known,  if  she  plays  a 
similar  role  in  the  presidency,  expect 
to  see  more  and  more  federal  judges 
sympathetic  to  left-wing  causes  and  to 
liability  suits. 

Of  course,  Republicans  and  moder- 
ates in  the  Senate  can  try  to  give 
Clinton's  nominees  a  hard  time — just 
as  the  Democrats  gave  Bush's  nomi- 
nees. But  the  trial  lawyers  can  take 
cheer  in  the  fact  that  one  of  their  best 
friends  in  Congress,  Senator  Ernest 
Hollings  of  South  Carolina,  eked  out 


Outgoing  Texas 
Supreme  Court 
The  trial  lawyers 
lose  one  and 
win  one. 


polluters,  manufacturers  and  insur- 
ance companies,  and  against  consum- 
ers and  victims."  Clinton  specifically 
rejected  two  important  reforms:  the 
English  rule,  which  requires  losing 
parties  to  a  lawsuit  to  pay  the  winning 
side's  legal  costs,  and  limitations  on 
product  liability.  Clinton's  message 
was  clear:  Sue  away,  boys. 

Of  course,  Presidents  have  relative- 
ly little  direct  influence  upon  the  legal 
system,  but  they  do  pick  federal 
judges.  In  Arkansas,  Governor  Clin- 
ton's judicial  selections  were  heavily 
influenced  by  his  wife,  Hillary,  ac- 
cording to  Claude  Marx,  formerly  a 


his  fifth  reelection.  It  was  Senator 
Hollings  who  led  the  opposition  to 
last  session's  attempt  to  unify  the 
conflicting  product  liability  rules  of 
the  various  states. 

But  what  really  made  the  cup  brim 
over  for  the  trial  lawyers  was  the  tort 
reformers'  failure  to  capture  the  Texas 
Supreme  Court  on  Election  Day. 

Why  is  Texas  so  important  to  tort 
law?  Because  Texas  law  is  "a  national 
disgrace,"  says  Tex  Lezar,  of  the  Tex- 
as Public  Policy  Foundation.  Verdicts 
are  huge — it  was  a  Texas  jury  that 
awarded  Pennzoil  damages  of  over 
$10  billion  in  1985,  when  Texaco 


bought  Getty  Oil  out  from  under  its 
nose.  (The  case  was  ultimately  settled 
for  $3  billion.)  Texas  law  encourages 
litigation  that  the  laws  of  most  other 
states  deter.  According  to  a  1990 
study  by  Bernard  Weinstein,  of  the 
Center  for  Economic  Development  at 
the  University  of  North  Texas,  a 
product  liability  lawsuit  is  50%  more 
likely  to  be  filed  in  Texas  than  any- 
where else  in  the  country. 

Texas  law  is  a  national  disgrace 
because  of  the  way  Texas  judges  get 
their  jobs:  They  are  elected  in  cam- 
paigns financed  by  the  lawyers  who 
argue  in  front  of  them.  Between  1978 
and  1988, 23  law  firms  and  individual 
attorneys  gave  a  total  of  $2.6  million 
to  Texas  Supreme  Court  justices,  85% 
of  it  from  trial  lawyers.  Joe  Jamail,  the 
attorney  who  won  Pennzoil  its  bil- 
lions, made  a  $10,000  contribution 
to  the  judge  who  presided  over  that 
case — just  a  few  days  after  the  judge 
was  assigned  to  it. 

This  year  there  seemed  to  be  some 
hope  of  cleaning  up  the  state.  One  of 
the  most  flagrant  plaintiff- funded  jus- 
tices on  the  Texas  Supreme  Court, 
Oscar  Mauzy,  did  lose  his  seat,  to 
Craig  Enoch,  chief  justice  of  the  Dal- 
las Court  of  Appeals. 

But  the  reformist  Supreme  Court 
Justice  Eugene  Cook  was  defeated  by 
challenger  Rose  Spector.  Spector 
based  her  campaign  on  the  fact  that 
she  is  a  woman,  but  the  secret  of  her 
success  is  more  tangible:  Of  approxi- 
mately $498,000  she  raised  for  her 
campaign  through  October  1992, 
nearly  $250,000  came  from  plaintiff- 
side  personal  injury  trial  lawyers  or 
firms.  Unless  Justice-elect  Spector  is 
very  ungrateful,  expect  the  Texas  Su- 
preme Court  to  remain  friendly  to  the 
plaintiff  lawyers. 

Is  tort  reform,  therefore,  dead?  Set 
back  but  not  dead.  The  pro  tort  re- 
form Republicans  increased  their 
numbers  in  the  Texas  State  Senate 
from  9  to  13;  enough,  under  the 
peculiar  rules  of  the  Texas  Senate,  to 
enable  Republicans  to  extract  a  vote 
on  tort  reform  legislation.  If  they  can 
persuade  3  Democrats  to  join  them, 
tort  reformers  will  sway  an  actual 
majority  of  the  upper  house.  That 
may  not  happen,  but  Clinton  or  no, 
Rose  Spector  or  no,  the  scandal  of 
ridiculous  and  frivolous  court  awards 
will  continue  to  cry  out  for  action.  Hi 
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DOES  IT  PLAY  THE  NEW  DIGITAL  COMPACT  CASSETTES? 

DOES  IT  PLAY  YOUR  OLD  CASSETTES? 

YES,  irSDCC  FROM  TECHNICS. 


DCC  means  digital 
compact  cassette.  It's 
a  new  digital  audio 
format  from  Technics. 
It  captures  the  fidelity  of  digital  audio 
sound  on  a  compact  cassette  tape.  Yet, 
amazingly,  it  also  can  play  all  your  old 
favorite  analog  cassettes.* 

It  has  been  referred  to  as  the  future 
in  digital  sound.  And  been  hailed  as  the 
most  significant  audio  development 


since  the  compact  disc. 

It's  DCC  and  Technics  proudly  brings  it 
to  you.  Pop  a  cassette  into  the  Technics 
DCC  deck  and  it  automatically  figures  out 
whether  the  cassette  is  DCC  or  analog. 

DCC  is  being  launched  with  hundreds 
of  pre-recorded  tapes,  featuring  your  fa- 
vorite artists.  And  DCC  is  available  today. 

In  addition  to  spectacular  digital  sound, 
pre-recorded  DCC  tapes  have  a  separate 
track  for  data  such  as  album  title,  song 


titles  and  artist  identification.  The  Technics 
DCC  deck  displays  this  information  so  you 
can  easily  scan  or  skip  through  the  tape. 
The  deck  also  features  auto-reverse  and 
quick  track  access. 

DCC  from  Technics.  Tomorrow's  technol- 
ogy that  doesn't  forget  yesterday's  music. 

*  Plays  back  analog  cassettes  in  analog  format. 

Technics 

The  science  of  sound 


Others  have 
made  a  career 

pricing  their  PCs 
under  IBM. 
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We  thought  we'd 
try  it  ourselves. 
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Those  whose 
careers  have 
been  based  on 
underpricing  IBM 
might  do  well  to 
consider  another 
career.  The  reason 
is  PS/ValuePoint.™ 
A  family  of  comput- 
ers that  aren't  lesser 
IBMs.  But  IBMs  for 
less.  So  they  allow 
you  to  economize 
without  compromise 

Each  PS/ValuePoint  is  engineered  with 
IBM's  unwavering  commitment  to  quality  and 
reliability.  And  rigorously  tested  to  IBM's  strin- 

Introducing 


Model  425  SX   ^Models  425  SX  and  433  DX  are  shown  with  the  PS/ValuePoint 
6314  color  monitor. 


1325T 


PS/ValuePoint 

gent  standards.  The  standards  that  have  defined 
the  computer  industry  for  years. 

The  PS/ValuePoint  family  is  fully  network- 
able  and  Novell®-certified  for  use  with  Ethernet 
or  Token-Ring  LANs.  So  PS/ValuePoint 
not  only  preserves  your  capital  going 
in.  It  preserves  the  investments 
you've  already  made.  There's  room 
to  grow  with  five  AT  slots  and  five 
bays;  plus  IBM  also  offers  new  hard 
drives,  diskette  drives  and  upgradable  memory 
and  processors. 

And  every  PS/ValuePoint  pro- 
vides something  no  other  computer 
can  provide  at  any  cost — HelpWare,™ 
IBM's  unparalleled  service  and  sup- 
port that  offers  one -year,  on-site, 
next-business-day  service?  Around- 
the-clock  assistance  by  telephone, 
bulletin  board  or  automated 
fax.  A  30 -day  money- back 
lL  guarantee?  Licensed 


Education  Centers. 
And  a  generous 
trade-in  program. 
Plus,  IBM  Credit 
Corporation  has 
flexible  leasing  and 
financing  packages 
to  meet  your  needs. 
That's  a  total  sup- 
port package  you 
might  not  expect 
even  on  the  most 
expensive  comput- 
ers. On  computers 

priced  like  PS/ValuePoint,  it's  nothing  short 

of  phenomenal. 

PS/ValuePoint  Features 


Models 

325T 

425  SX 

433  DX 

Processor 

386  SLC725  MHz 

486  SX/25  MHz 
(Upgradable) 

486  DX/33  MHz 
(Upgradable) 

Monitor 

PS/2®8511-VGAn 

PS/ValuePoint 
6312-SVGA 

PS/ValuePoint 
6312-SVGA 

Memory/Storage 

2MB  RAM 
80MB  HD 

8MB  RAM 
80MB  HD 

8MB  RAM 
120MB  HD 

Pre-installed 
Operating  System 

DOS  5.0 

OS/2®  2.0 

OS/2  2  0 

Pricem 

$1,299 

$1,629 

$1,999 

n325T  Is  SVGA-capable.  '  "IBM  prices,  dealer  prices  may  vary. 

The  PS/ValuePoint  family  from  IBM.  When 
it  comes  to  power,  quality,  service 
and  support  at  the  right  price, 
there's  one  thing  we've  learned. 
If  we  want  the  job  done  right,  we 
have  to  do  it  ourselves.  For  more 
information  or  an  IBM  autho- 
rized dealer  near  you,  call  our 
Personal  Systems  HelpCenter 
at  1800  772-2227.** 


■  ■    «—  —  —  —■  —  —  ^  — '. 
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Model  433  DX* 


*Next-business-day  response  when  serviced  by  IBM  or  IBM  Authorized  Per- 
sonal Systems  Servicers.  Available  Monday-Friday,  8  a.m.  to  5  p.m.  in  your  time 
zone.  Warranty  and  30-day  guarantee  information  available  from  IBM  and  IBM 
authorized  dealers.  "In  Canada,  call  1  800  465-7999.  IBM,  OS/2  and  PS/2  are 
registered  trademarks  and  PS/ValuePoint,  SLC,  HelpWare  and  HelpCenter  are 
trademarks  of  International  Business  Machines  Corporation.  Novell  is  a  regis- 
tered trademark  of  Novell  Corp  The  Intel  Inside  Logo  is  a  trademark  of  Intel 
Corporation.  ©1992  IBM  Corp. 
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TAXING  MATTERS 


EDITED  DV  UURA  SAUNDERS 


If  your  401(k)  plan  costs  you  much  more  than  a 
percentage  point  a  year  in  overhead  and  portfolio 
management  fees,  you're  paying  too  much. 

What's  my  load? 


By  Carolyn  T.  Geer 

IT'S  hard  to  overstate  the  importance 
of  your  401  (k)  retirement  plan. 
"Your  balance  may  be  your  single 
biggest  asset,  even  bigger  than  your 
house,"  says  Philip  Schneider,  a  con- 
sultant with  Wyatt  Co. 

Yet  it's  a  good  bet  that  you  don't 
know  much  about  this  important  as- 
set. Do  you  know  who  pays  the  man- 
agement bills,  you  or  the  company?  If 
it's  you,  do  you  know  how  much  you 
are  paying? 

Some  employers  have  been  picking 
up  the  overhead  and  management 
costs  on  401  (k)  plans,  but  the  recent 
trend  is  to  push  these  costs  onto 
participants.  It's  time  for  you  to  start 
worrying  about  this. 

Oh  well,  you  may  say,  it's  only  a 
percent  or  so.  What's  the  difference? 
Over  time,  a  lot.  Jones  puts  $1,000 
into  an  investment  from  which  1 .5%  a 
year  is  deducted  for  costs;  Smith  puts 
$1,000  into  an  identical  investment 
with  costs  of  0.5%.  After  30  years, 
Smith  is  35%  better  off. 

Costs  are  of  three  types.  First,  there 
are  fees  to  cover  bookkeeping — -track- 
ing each  dollar  from  each  paycheck. 
These  overhead  fees  are  largely  a  func- 
tion of  plan  size.  Access  Research,  a 
market  research  firm  in  Windsor, 
Conn.,  says  annual  recordkeeping 
and  administrative  fees  average  $23 
per  employee  for  plans  with  over 
5,000  participants,  but  more  than 
$100  per  employee  for  plans  with 
fewer  than  100  participants. 

Then  there  are  asset  management 
fees,  which  vary  widely  depending  on 
asset  mix  and  type  of  manager.  They 
range  from  as  little  as  16  basis  points 
(0.16%)  at  a  Vanguard  bond  index 
fund  to  upwards  of  1%  for  interna- 
tional stock  funds. 

Finally,  there  may  be  one-time  sales 
charges — notably,  front-end  loads  on 
mutual  funds  and  back-end  surrender 


charges  on  insurance  company  ac- 
counts. If  your  plan  hits  you  for  these, 
you  probably  have  reason  to  be  un- 
happy. Even  the  smallest  employers 
can  find  mutual  fund  companies  that 
will  take  401(k)  business  without  any 
sales  charges.  No-load  Vanguard,  for 
one,  takes  401  (k)  plans  of  any  size  but 
charges  smaller  plans  administrative 
fees  beyond  the  (low)  expense  ratios 
built  into  its  funds. 

Typically,  employers  foot  the  bill 
for  recordkeeping  and  administra- 
tion, while  employees  pay  for  asset 
management.  For  example,  Alumi- 
num Company  of  America  pays  all  the 
expenses  of  its  plan  administrator  and 
trustee,  but  its  25,000  participants 
pick  up  investment  management 
costs  of  the  plan?s  four  mutual  funds, 
whose  annual  expenses  range  from  59 
to  86  basis  points.  The  operator  of  the 
funds,  American  Funds  Group, 
charges  sales  loads  of  up  to  5.75%  for 
customers  walking  in  off  the  street  but 
waives  the  loads  for  Alcoa's  workers. 

Be  aware  that  employers,  hard- 
pressed  to  control  costs,  are  less  in- 
clined to  pick  up  the  tab  these  days. 
Nynex,  which  runs  one  of  the  largest 
plans  in  the  U.S.,  with  80,000  partici- 
pants, used  to  absorb  all  expenses.  But 


starting  next  year  the  company  ex- 
pects to  shift  most  costs  to  workers. 

Dayton  Hudson's  58,000  partici- 
pants have  paid  almost  all  plan  costs 
since  1986,  but  the  company  tries  to 
make  sure  they  are  not  overcharged. 
For  example,  after  pricing  a  dozen 
service  providers  a  year  ago,  the  com- 
pany arm-twisted  its  trustee  to  cut  its 
fee  by  almost  half.  Total  expenses  of 
the  plan:  a  rock- bottom  20  basis 
points,  lower  than  the  expense  ratio 
on  Fidelity's  Market  Index  Fund. 

Granted,  Dayton  Hudson  is  so  big 
it  can  put  pressure  on  the  investment 
managers  and  trustees,  but  certain 
savings  are  within  reach  of  even  the 
smallest  plans.  Western  Water  Man- 
agement in  Kansas  City  pays  Twenti- 
eth Century  $7,500  a  year  in  adminis- 
trative fees  for  a  plan  with  83  partici- 
pants and  $2.5  million  in  assets. 
Participants  have  access  to  five  of 
Twentieth  Century's  no-load  funds 
and  carry  only  annual  expense  ratios 
of  1%.  Combined  costs  come  to  less 
than  1.4%  of  assets  annually.  Herr 
Foods  in  Philadelphia,  a  plan  with 
299  participants  and  about  $425,000 
in  assets,  pays  Principal  Group  an 
administrative  fee  equivalent  to  1%  a 
year,  and  workers  incur  another 
0.36%  to  0.6%  for  investment  man- 
agement, depending  on  which  of  sev- 
en investment  options  they  select. 

Some  100,000  thrift  plans,  cover- 
ing 19  million  employees,  permit  the 
participant  some  choices  as  to  how  his 
money  is  invested.  In  October  the 
Department  of  Labor  issued  new 
rules  covering  such  self-directed 
plans.  Adoption  of  the  rules  is  option- 
al, but  employers  have  a  strong  mo- 
tive for  using  them  because  those  who 
choose  to  comply  won't  be  liable  for 
losses  resulting  from  participants'  in- 
vestment decisions.  (They'll  still  be 
responsible  for  things  like  selecting 
competent  managers  and  appropriate 
investment  options,  however.) 

Under  the  new  rules,  employees 
must  be  given:  the  choice  of  at  least 
three  diversified  investment  pools 
(employer  stock  doesn't  count);  the 
right  to  switch  among  investments  at 
least  quarterly;  and  the  right  to  obtain 
sufficient  information  about  the  op 
tions  to  make  informed  investment 
decisions.  The  new  disclosure  re 
quircments  include  a  laundry  list  of 
items  that  took  even  benefits  experts 
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P-Touch  XL  Electronic  Labeling  System: 
The  Ultimate  Organization  Tool! 


OPERATE 
WTTHOVRE: 


1"  TAPE 


l\  NO 
SMOKINi 


3/4"  TAPE 


PN-22 


1/2"  TAPE 


PROPERTY  Q$ 


3/8"  TAPE 


1/4'  TAPE 


PERFECT  FOR: 

■  Industrial  &  Commercial 
Signage 

■  Inventory  Bins/Shelves 

■  Presentations 

■  Graphics  Applications 

■  Equipment 

■  Displays 

■  Property  markers 


If  you're  ready  to  add  some  real  organization  to  your 
organization,  you're  ready  for  the  Brother  P-Touch  XL. 

You  see,  the  P-Touch  XL  creates  sharp,  professional 
quality  laminated  adhesive  labels  with  up  to  5  lines  of 
type,  in  5  different  widths  from  1/4"  to  l",  and  in  over 
30  colors,  so  it's  perfect  for  any  industrial  and 
commercial  application. 

Combine  that  with  its  540  lettering  variations,  vertical 
and  horizontal  printing,  auto-consecutive  numbering.  200 
internal  symbols  and  mirror  image  printing.  It  even  prints 
7  different  types  of  bar  code  labels! 

And,  the  XL  is  also  easy  to  use.  It  features  a  full  size 
typewriter  style  keyboard,  3,300  character  memory,  a  2 
line,  24  character  LCD  display,  battery  or  AC  operation — 
all  at  a  price  that's  a  lot  less  than  you  would  ever  imagine. 

[f  you're  ready  for  a  truly  effective  organization. 

start  with  a  more  effective  organizer... 

the  Brother  P-Touch  XL.  ^^ 

P-touch  features  m 
laminated  tape  for  durability  B^SS 


LAMINATED  LABELS 


AVAILABLE  AT: 

OFFICE  DEPOT    STAPLES 
BIZMART    OFFICEMAX 

And  Other  Fine  Retailers 


We're  at  your  side. 


we  re  at  your  side. 

brother 

Brother  International  Corporation  ■  200  Cottontail  Lane  ■  Somerset,  NJ  08875-6714 


The  401(k)  explosion 


Assets  ($billions) 


$500 


RATIO  SCALE 


Number  of  participants  (millions) 
50 


30 


Number  of 
participants 


I,     I     I     I     I     I 


'83    '84   '85    '86    '87    '88    '89    '90   '91   '92 

1990-92  data  are  estimates.     Source:  Department  of  Labor 

Employee  thrift  plans,  most  of  them 
self-directed,  have  proliferated. 


by  surprise.  For  example,  any  partici- 
pant who  chooses  an  SEC-registered 
investment  vehicle  must  automatical- 
ly be  given  a  copy  of  the  most  recent 
prospectus.  Also,  certain  plan  fees 
must  be  revealed  up  front,  others  on 
request.  Tough  as  the  disclosure  rules 
are,  they  don't  force  the  employer  to 
volunteer  that  all-important  annual 
expense  ratio.  You  may  have  to  ask. 

You  don't  have  to  wait  for  the  rules 
to  become  effective  in  January  1994 
to  take  advantage  of  them.  If  your 
employer  is  leaving  you  in  the  dark 
about  costs  you  pick  up,  complain. 
And  if  the  costs  are  high,  complain 
loudly. 

How  much  is  too  much?  As  noted, 
any  sales  load  at  all  is  probably  too 
much.  As  for  expenses,  you  shouldn't 
be  paying  more  than  these  amounts: 
an  annual  per-employee  bookkeeping 
charge  of  $20  to  $100  (depending  on 
the  size  of  your  company),  plus  port- 
folio and  overhead  expenses  of  1%  on 
stock  funds  and  0.8%  on  bond  funds. 
Stretch  these  limits  a  bit  for  a  fund 
with  an  international  portfolio  or  with 
an  extraordinary  performance  record 
over  the  past  five  years.  But  the  bur- 
den of  proof  is  on  the  fund  operator  to 
show  why  it  should  be  charging  you 
more  than  you  would  pay  at  an  effi- 
cient operator  like  Vanguard. 

Robert  Wuelfing,  president  of  Ac- 
cess Research,  the  Connecticut  con 
suiting  firm,  thinks  the  new  disclosure 
rules  are  a  step  forward:  "For  the  first 
time,  participants  will  start  asking 
questions,  which  will  motivate  cm 
ploycrs  to  put  pressure  on  providers." 
Don't  be  lazy.  Keep  informed  about 
your  401(k).  It's  your  money.        §■ 
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If  the  answer  to  any 
of  these  questions  is 
'no',  perhaps  you 
should  consider  an 
investment  man- 
agement team  that 
would  allow  you  to 
answer  all  of  these 
questions  yes'  -  Trust 
Company  of  the 
West  and  the  other 
members  of  the 
TCW  Group.  TCW 


Have  a  20  year  cumulative  record  with 
the  same  equity  account  that  has  sig- 
nificantly outperformed  the  S  &  P  500? 


Offer  5  different  equity  alternatives? 


Offer  7  different  fixed  income  alterna- 
tives, including  one  whose  performance 

would  rank  in  the  top  3%  of  the 
Russell  Universe  of  U.S.  fixed  income 

accounts  for  the  past  8  years 
and  in  the  top  1%  for  5  of  those  years? 


Offer  expertise  in  30  separate 
investment  areas? 


Have  an  investment  record  that 

has  enabled  it  to  grow  assets 

under  management  from  $8  million  to 

$30  billion  in  the  last  20  years? 


management 
company  in  the 
industry.  TCW  has 
the  expertise  to  allo- 
cate assets  among  a 
variety  of  investment 
disciplines.  For  in- 
formation on  Private 
Client  Services 
for  individuals, 
family  trusts,  foun- 
dations and  other 
eleemosynary 


emphasizes  risk  consciousness,  value  and 
quality.  It  is  considered  by  many  professionals 
to  be  the  most  diversified  investment 


institutions  with  assets  of  $5  million  or 
more,  please  contact  Richard  E.  Waldron, 
Managing  Director,  at  (213)  244-0500. 


Trust  Company  Of  The  West 


iber  of  ihe   TCW  Group  of  Companie 


865  S.  Figueroa  St.,  Los  Angeles,  CA  90017  •  (213)  244-0000 
200  Park  Ave.,  New  York,  NY  10166  •  (212)  297-4000 


Aucnet  President 
Masataka  Fujisaki 
Revolutionizing 
Japan's  hidebound 
used-car  market 
with  joysticks 
and  computer 
screens. 


In  Japan  even  the  secondhand  car  business  is 
electronic.  Would  you  buy  a  used  car  from  this  screen? 

Moving  the  iron 


By  Neil  Weinberg 

Car  dealers  from  all  over  Japan  are 
packed  into  a  used-car  auction — elec- 
tronically, that  is.  From  their  own 
offices  around  the  country,  they  stare 
at  computer  screens.  They've  briefed 
themselves  on  the  defects  and  other 
details  of  each  car  that  appears  before 
them.  When  a  car  goes  on  the  block, 
its  photograph,  along  with  relevant 
data,  comes  on  the  screen.  The  bid- 
ders use  joysticks  to  register  their  bids. 
Prices  flash,  consoles  beep,  and  in  20 
seconds  the  car  is  sold — to  a  dealer 
700  miles  north  of  Tokyo,  in  Hokkai- 
do, perhaps,  or  750  miles  southwest 
in  Kyushu. 

Welcome  to  Aucnet,  the  electronic 
used-car  auction  network  started  by 
Masataka  Fujisaki.  In  1967  Fujisaki 
was  working  in  a  government-affiliat- 
ed machinery  design  center.  He  de- 
cided to  sell  his  car,  advertising  it  in  an 
auto  magazine.  The  response  as- 
tounded him.  Calls  kept  coming  in 


long  after  the  car  was  sold. 

Fujisaki  decided  to  become  a  used- 
car  dealer.  "Yes,  my  car  is  gone,  but  a 
friend  has  one  up  for  sale,"  he  began 
telling  callers.  Then  he  would  go  out 
and  buy  a  car  to  fill  the  order.  Soon  he 
was  earning  ten  times  his  salary  as  a 
bureaucrat. 

In  1989  Fujisaki  went  on  line  via 
satellite.  With  marketing  and  financial 
help  from  Orient  Corp.,  Japan's  top 
consumer  credit  firm,  he  developed 
his  Aucnet  system;  its  subscribers  now 
include  about  3,000  of  Japan's 
15,000  to  20,000  used-car  dealers. 

Aucnet  works  like  this:  Dealers  in- 
stall, at  their  own  expense,  a  satellite 
receiver  and  computer  terminal.  They 
can  buy  it  from  Aucnet  for  $  1 2 ,300  or 
lease  it  for  $262  a  month  (at  122 
yen/$l).  Car  dealers  pay  Fujisaki 
about  S80  to  register  each  car.  That 
covers  an  inspection  and  a  photo- 
graph. When  the  car  is  sold,  Aucnet 


also  gets  S60  each  from  the  seller  and 
the  buyer. 

Fujisaki  claims  his  three-times-a- 
week  auctions  move  2,500  to  3,000 
cars  a  week,  about  7%  of  Japan's  used- 
car  auction  sales.  Fujisaki  says  his 
eventual  goal  is  to  win  half  the  market. 

Aucnet's  revenues  in  the  first  half  of 
this  year  were  up  16%,  to  $16.4  mil- 
lion; pretax  profits  rose  25%,  to  $4 
million.  Fujisaki  managed  to  take  his 
company  public,  at  $22.60  a  share,  in 
September  1991  on  Tokyo's  over- 
the-counter  market.  Despite  the  To- 
kyo market's  battering,  the  thinly 
traded  Aucnet  recently  traded  at 
around  $28.70,  giving  the  company  a 
market  capitalization  of  $194  million. 
Fujisaki's  stock  is  worth  close  to  $43 
million,  not  including  shares  held  by 
his  other  firms. 

Will  electronic  used-car  auctions 
soon  sweep  the  U.S.?  Probably  not. 
Few  Americans  would  buy  a  second- 
hand car  sight  unseen.  In  Japan  rigor- 
ous national  inspection  standards  give 
potential  buyers  a  pretty  good  idea  of 
a  car's  condition.  (By  keeping  clunk- 
ers off  the  roads,  the  standards  also 
support  the  market  for  new  cars.) 

Fujisaki's  next  step:  to  make  Auc- 
net available  to  individual  car  sellers  as 
well  as  dealers.  He  says  dealer  margins 
arc  so  high  that  these  sellers  could  pay 
Aucnet  a  $500  commission  and  still 
make  money.  IB 
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l\low  any  room  at 
Westin  can  be  turned 
into  a  custom-tailored 
office?^  m  Just  tell  us 
what  you  need.  We'll 
do  whatever  it  takes  to 
make  it  easier  for  you 


to  get  some  work  done  while  you're  on  the  road.  After  all,  giving  you 


Phone  X       the  competitive  edge  makes  us  a  better  v|/j  business 

ahead  for  a 
/-  computer,  cellular 
phone,  fax  machine  \  &*^k^ 

or  whatever  eUe  you        hotel.  That's   _J=  j^C    the  difference  between  staying  at 

need.  It'll  be  ready 
for  delivery  to  your 
room  when  you  / 

arrive.     /       a  Westin,  or  just  squeaking  by.  For  reser- 

Westim 

vations,  call  your  travel  consultant  or  (800)  228-3000.        hotels  8.  resorts' 


Helping  you  p 

along  the  way."  C 

r 

WINNIPEG       WASHINGTON.  DC.  ■•  VIT6RIA       VANCOUVER       VAIL       TULSA  ■■  TUCSON       TORONTO  •■  TOKYO  •    TIKAL       TAIWAN  ■■  SINGAPORE       SHANGHAI       SEOUL    ■  SEATTLE* 


Hypft 


n 


Saying  bon  voyage  to 

your  olid  spreadsheet  is 

easier  thanyou  think. 
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if  in  the  Mme  old  boat  you're  in 

¥bu  won't  have  to  took  v) 
^  tar  to  discover  new 
kfcrowrft'  Ettcl4J)lbr 
Window*.  It's  the  spread- 
4wt  thai  makes  your  rwry- 
4rr  upreatfcihtTt  tasks  -  not 
»oienbon  more  complex 
ibings  -  an uai  ugly  easy. 

Just  how  easy " 

Try  one-step 
jrt-about-ewery  jf?7 
iing.  Hot  exanr  •Vk-a'1 
jfeAumim- 

taody  totals  rnwsur  «—"—»*- 

columns  with  a  cHcfccbr*  "f  your  mouv. 

Autirformat  let*  you  apply '«  ol  14 
prafeswrrally  designed,  sharp-poking 
fcrmats  to  you  r  worksheet  with  another 
dkiofywrnrw* 
es-i  Thcyreboth 

customer- 


Scmetfary  Thenthcresrelcarningtnotslikc 

^on-youl!  prub-     Wizards,  which  arc  strp-hy-swp  guides  uf 
irioug features  ftrrything's  Assigned 
help  ynu  art  your  day-to-day  number- 
:hing  done  with  the  greatest  uf  ease. 
But  how  easy  is  it  to  switch? 
First  of  afl.  naruraUy  you  can  brioff 
all  of  your  existing  1-2-3*  work  with  you, 
because  Micnenft  Kxcd  rcadsand  writes 
all  your  1-2-3  rues,  and  runs  ytrnr  1-2-3 
macros  -  unmodified.  So  your  investment 
witli  Lotus'  issafc. 

What's  more.  Microsoft  Excel  lew 
vnu  learn  using  what  vnu  alrrady  know. 
With  Hdp  for  Lotus  1-2-3  users,  when 

\  you  enter  yi  mr  fcimiliar  1-2-3 
)  command*,  Microsoft  Excd 
{  4.0  for  Windows  shows  you 
the  corresprndins  command. 
( By  the  way.  we're  the 
irjy  spreadsheet  for  Windows 
tiuto&rv  thus  easy  way  id 
Warn.  Surprised?) 

Finally,  if  you're 

Abusing  Lotus  1-2-3 

&£,  nrBorbnd- 

rTtJuaitro'  Pro,  you 

can  upgrade  to  new 

Microsoft  Excd  10  for 

Windows  for  S12*>:  (Thtn&even  a  90-doy 

rm*wy-back  guarantee!') 

But  there's  much  more  to  Microsoft 
Excd  '1.0  for  WinuWs  than  wan  tdl 
you  about  here .  We  recommend  asking  for 
ademo  at  your  local  software  resetter's  Or 
just  give  us  a  caJI  at  1800)    ■ 
jflMr,  which      323-3577.  Department 
number     Y29,  to  find  out  more  or  to  [ 
of  other     order  your  copy 
handy 


fvui«vr 

Beibreyouknriwit, :  £| 
you  couklfjid  yourself  ffv 
ingyouroMspreadsheei     _: 

the  old  hcavc-hn.  r*»-* 

tvKfOSCTi 

Making  it  easier 
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Tie  Microsoft  ad  on  the  left  has  a  lot  to  say  about  their 
isheet,  Microsoft®  Excel.  It  also  has  a  lot  to  say  about 
)readsheet,  1-2-3.®  But  before  you  believe  their  ad,  let's 
ate  fact  from  hype. 

The  truth  is,  Microsoft 
isn't  giving  you  all  the  facts. 

Microsoft  claims  that  Excel  will  read  and  write  all 
jotus®  1-2-3  spreadsheet  files  and  run  your  1-2-3 
ds  unmodified. 
lot  true. 

]xcel  can't  preserve  1-2-3  DOS  formulas  containing  a  3D 
It  can't  convert  a  number  of  WK3  files  to  Workbooks. 
;  can't  run  1-2-3  macros  containing  commands  from 
ms  dating  back  to  Release  2.01. 
*lore  hype?  Their  ad  also  tells  you  that  a  1-2-3  user  need 
ype  in  a  1-2-3  command  and  Excel  will  show  the  equiv- 
command. 
Vrong  again. 

"he  fact  is,  Excel  can't  execute  your  familiar  commands 
Releases  2.2, 2.3, 2.4  and  3.1.  Try  pressing/,  Range, 
h  in  Excel  and  guess  what  happens.  Absolutely  nothing. 

The  fact  is,  1-2-3  for  Windows  offeis 

the  best  transition  from  1-2-3  for  DOS. 

And  complete  compatibility. 

f  you're  a  1-2-3  user,  you've  probably  created  and  saved 
reds  of  1-2-3  files,  styles  and  macros.  Face  it,  you'll  certainly 
to  use  them  unmodified.  Well,  with  1-2-3  for  Windows^1 
m.  Because  only  1-2-3  for  Windows  is  able  to  read  and 
ite  every  1-2-3  for  DOS  file,  style  and  macro.  And  only 
for  Windows-with  its  built-in  Classic®  Menu -lets  you 
U  your  familiar  1-2-3  commands, 
that's  more,  only  1-2-3's  3D  technology  gives  you  easy 
s  to  256  worksheets  and  lets  you  build  true  3D  formulas, 
n  comparison,  Excel's  Workbook  is  a  limited  imitation 
e  3D.  Try  opening  a  large  1-2-3  3D  file  in  Excel  and  see 
happens.  It  might  work.  It  might  not. 


Now  ask  yourself,  why  would  a  1-2-3  for  DOS  user  looking 
for  the  easiest  way  to  move  to  Windows  choose  anything  but 
1-2-3  for  Windows? 

Thefactis,thenew  1-2-3  for  Windows 
includes  the  most  asked-for  improvements. 

The  new  release  of  1-2-3  for  Windows  includes  per- 
formance enhancements.  For  example,  it's  now  the  fastest 
Windows  spreadsheet  for  printing  on  PostScript®  printers. 
We've  also  added  over  25  innovative  new  features,  usability 
enhancements  and  programming  tools. 

The  result? 

1-2-3  for  Windows  is  now  one  of  the  most  powerful  and 
easy-to-use  spreadsheets  ever  developed. 

Unmatched  database  capabilities 
in  a  spreadsheet 

If  you're  a  spreadsheet  user  who  needs  to  access  external 
databases,  1-2-3  for  Wmdows  remains  unmatched-particularly 
if  you  need  relational  capabilities.  Excel's  data  access  capa- 
bilities, on  the  other  hand,  rest  on  a  third-party  product  that 
offers  limited  relational  capabilities.  Which  explains  why 
Corporate  Computing  (August  1992)  recently  wrote  that  'for 
the  experienced  1-2-3  database  user,  1-2-3  for  Windows  with 
DataLens®  is  the  front-end  tool  of  choice" 

Join  millions  of  spreadsheet 
users  who  prefer  Lotus. 

Not  only  do  more  people  prefer  our  product,  but  according 
to  the  ComputerWorld  Spreadsheet  Brand  Preference  Study,  more 
people  prefer  our  company.  In  fact,  Lotus  beat  everybody  (includ- 
ing Microsoft)  for  the  awards  of  "best  company  to  do  business 
with"  and  the  "company  that  offers  the  best  service  andsupport" 

For  more  information,  visit  your  Lotus  Authorized  Reseller 
or  call  us  today  for  your  free  demo  disk  at  1-800-TRADEUP, 
ext  7215* 

After  all,  it  only  makes  sense  to  base  your  spreadsheet 
decision  on  facts  rather  than  hype. 


Lotus 


1-2-3  forWindows 


•In  Canada  call  MOXWJO-LOTUS.  ©1992  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  All  rights  reserved.  Lotus,  1-2-3  and  DataLens  are  registered  trademarks  of  Lotus 
Development  Corporation.  Classic  is  a  registered  trademark  licensed  to  Lotus  Development  Corporation.  Microsoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation. 

PostScript  is  a  registered  trademark  of  Adobe  Systems,  Incorporated. 


You  explain  it,  we  can't:  Americans  spend  billions  of 
dollars  every  year  for  the  pleasure  of  advertising  other 
people's  products,  movies,  political  causes. 

Walking 
billboards 


By  Richard  Phalon 


Hoboken — No  Place  for  Wimps. 
Button  Your  Fly.  Unbutton  My  Fly. 
Stormin'  Norman.  Ollie  North  for 
President.  Do  The  Right  Thing.  Sun, 
Energy,  Warmth.  The  Heart  of  the 
Cosmos. 

This  random  harvest  of  T  shirt 
sayings  and  the  underlying  sense  they 
convey — whimsy,  sex,  politics,  civil 
rights,  ecology — point  to  a  social  phe- 
nomenon that  is  also  a  great  growth 
business. 

Last  year  the  T  shirt  industry,  ac- 
cording to  Kirk  Beaudin,  president  of 
Sara  Lee  Corp.'s  knitwear  division, 
sold  about  840  million  tees  and  took 


The 
hustler 

Allan  Wolfson's  game 
is  T  shirts.  He  made  his  way 
to  a  business  degree  at 
Tulane  University  selling  T 
shirts;  thought  mainly 
about  T  shirts  through  an 
uninteresting  18-month 
stint  of  brokering  at  Merrill 
Lynch  that  ended  in 


1989;  and  has  been  back 
on  the  streets  of  Manhat- 
tan peddling  T  shirts  ever 
since.  "Too  many  layers 
of  bosses  at  Merrill  for  a 
husder  like  me,"  he  says. 
Wolfson,  27,  is  a  hus- 
tler with  a  difference,  stick- 
ing to  a  carefully  drafted 
business  plan.  It  goes  well 
beyond  the  flea  markets 
and  street  fairs  that  are  his 
primary  markets  now. 


Trotting  between  the 
two  stands  he  was  monitor- 
ing recendy,  Wolfson 
talked  cash  flow. 

He  buys  "blank"  tees 
from  a  wholesaler  in  New 
Orleans,  and  keeps  han- 
dling costs  low  by  contract- 
ing the  imagery  to  a 
screen  printer  there. 

The  design  is  concoct- 
ed by  two  young  artists  who 
have  recendy  come  in  as 


V^Mm. 


Former  stockbroker  Allan  Wolfson  (left)  hawking  his  wares  on  the  street 

A  hustler  with  a  difference,  Wolfson  sticks  to  a  carefully  drafted  business  plan. 
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partners.  Wolfson  pays 
from  $2.65  to  $3  for  each 
of  the  blank  shirts  he  buys, 
and  about  $4  for  each  im- 
printed shirt.  They  sell  for 
around  $11  each,  two  for 
$20 — gross  margin  at  least 
150%. 

Bad  weather,  designs 
that  don't  sell,  and  winter, 
when  Wolfson  also  hawks 
fleece -lined  sweatshirts,  eat 
into  those  spectacular 
margins.  Still,  the  partner- 
ship isn't  doing  badly. 
Wolfson's  best  weekend 
ever:  $4,000  cleared  two 
years  ago  at  an  Italian  street 
fair. 

Wolfson  is  eager  to  get 
off  the  street.  Some  of  his 
cash  flow  has  gone  to  hire 
more  help,  freeing  him  to 
do  more  missionary  work 
with  big-volume  buyers. 

More  of  the  cash  has 
gone  into  computers  that 
will  make  his  artists  more 
productive.  Wolfson's  plan 
is  to  get  deeper  into  more 
of  the  design  work  he  has 
done  on  tote  bags  and 
souvenir  mugs  for  the  likes 
of  Bloomingdale's  and 
Macy's. 

"It's  the  quality  of  the 
design  that  gets  you  vol- 
ume," he  says.  The  part- 
nership's newly  designed 
logo — No  Joke — tells  it 
all.  Wolfson  is  a  very  serious 
fellow  indeed.       -R.P.  M 
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Attention  to  them  sets  apart  the  finest  homes. 
And  the  finest  real  estate  agents. 


C  1992  The  Prudential  Real  Estate  Affiliates.  Inc.  ThePrudential  and  wfe»  are  registered  service  marks  of 

•udential  Insurance  Company  of  America.  Equal  Housing  Opportunity.  {=t  Each  Office  Independently  Owned  and  Operated. 


ThePrudential  l*;v 

Real  Estate  Affiliates® 
Rock  solid  in  real  estate." 
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From  here  on  in,  every  1 

havetorej 

The  BMW  525i:  $35,600.  The  Mercedes  300E:  $42,950.  The  Lexus  LS400:  $44,300.  The  Acura  Legend 


$28,000/  Those  are  the  kinds  of  numbers  people  believe  they  have  to  pay  for  a  high-quality,  hid 

1 

performance  luxury  sedan.  (And  of  course,  the  companies  that  make  these  cars,  not  being  dumb,  er 


courage  this  belief  by  raising  those  prices  every  year.)  However,  the  time  has  officially  come  to  take 


long,  hard  look  at  the  relationship  between  a  car's  price  and  its  value.  What's  made  that  necessary  is  i 
startling  development  called  the  Chrysler  Concorde.  The  Chrysler  Concorde  is  a  new  luxury  sedan  wi' 


See  limited  warranties  at  dealer.  Restrictions  apply.  V36  excludes  normal  maintenance,  adjustments  and  wear  items.  '92  competitive  MSRP's. 


iiy  sedan  in  the  world  will 
efy  its  price. 

:  horsepower  than  a  BMW  525i,  more  torque  than  a  Nissan  300  ZX.  And  thanks  to  a  revolutionary 
lie  automotive  architecture  called  "cab  forward,"  more  interior  room  than  any  Acura,  Inflniti  or  Lexus. 

s  a  list  of  standard  features  that  reads  like  a  wish  list  (including  dual  air  bags).  And  when  it  comes  to 

how  it  drives,  Motor  Trend  describes  it  this 
way:  "lithe  and  agile,  the  balanced  handling 
of  a  sports  sedan,  a  ball  to  drive."  Which 
brings  us  to  the  bottom  line.  The  Chrysler 
Concorde,  fully  equipped,  costs  $23,432.* 
No,  that's  not  a  hallucination.  It  just  means 
that  one  carmaker  in  the  world  is  asking  a 
basic  question.  Why  should  driving  a  high- 

ity,  beautifully  performing  automobile  be  a  luxury  reserved  for  the  privileged  few,  when  it 


be  offered  to  the  privileged  many?  For  more  information,  call  1-800-4A-CHRYSLER. 

D VANTAGE:  CHRYSLERS 
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DIVISION   OF   THE   CHRYSLER   CORPORATION 


ample  with  options.  Title,  taxes  and  destination  fee  extra.  Actual  prices  vary.  Buckle  Up  For  Safety. 


)1W2  Four  Season*  Hotels  Ltd. 


is  delighted  that 

we  are  the 

only  hotel  in 

Los  Angeles 

on  the 
distinguished 

list  or 

Mobil 5-Star 

Award  winners. 

He  s  certain  it  was 
the  pancahes. 


FburSeasons  Hotel 

LOS  ANGELES 
at  Beverly  Hills 

300  South  Doheny  Drive 

At  Burton  Way,  Los  Angeles,  CA  90048 

Telephone:  (310)273-2222 

(800)  3  32-3442 

one  of 

"Th^Jeadin^Hotels  oftMWorld' 


T  shirts 

in  at  retail  between  $5  billion  and  $6 
billion.  Thanks  to  the  Great  American 
Mouth's  increasing  urge  to  Say  It 
through  legible  clothing,  the  industry 
has  been  in  high  cotton. 

From  the  mid- Eighties  until  fairly 
recently,  the  big  four  producers — 
Fruit  of  the  Loom,  Sara  Lee  Corp. 
(through  its  Hanes  and  Champion 
Products  labels),  Russell  Corp.  and 
Oneita  Industries — were  unable  to 
keep  up  with  demand.  Though  they 
continued  to  shovel  money  into  new 
plant,  the  clamor  for  more  product 
rolled  ahead  of  them. 

It  continued  to  roll,  that  is,  until 
late  1990  and  early  last  year.  Then, 
like  a  T  shirt  rendering  of  Murphy's 
Law,  the  ultimate  predictable  took 
over.  Sales  fell  below  wholesalers'  ex- 
pectations, inventories  backed  up  all 
the  way  to  the  mills,  and  cut-pricing 
took  over.  "It  was  like  a  pig  in  a 
python,"  says  Sara  Lee's  Beaudin. 

Fruit  of  the  Loom,  the  number  one 
producer,  with  about  35%  of  the  mar- 
ket, is  so  diversified  through  under- 
wear and  a  catalog  full  of  other  prod- 
ucts that  its  income  statement  showed 
no  pain  as  the  slowdown  in  tees  con- 
tinued into  the  beginning  of  1991. 
The  same  is  true  of  the  number  two 
producer  (about  25%  market  share), 
Sara  Lee.  The  two  purer  plays  in  tees, 
though — Russell  and  Oneita — took  a 
highly  visible  bruising.  Their  earnings 
last  year  were  off  16.4%  and  36%, 
respectively. 

Things  might  have  been  worse,  but 
this  is  an  industry  whose  wholesalers, 
screen  printers  and  peddlers  (see  box, 
p.  84)  are  as  quick  to  pounce  on  events 
as  a  tabloid's  city  desk.  A  recent  event, 
of  course,  was  Operation  Desert 
Storm.  Suddenly,  designs  like  Stor- 
min'  Norman,  Colors  That  Don't 
Run  and  Saddam  Hussein  caught  in 
the  cross  hairs  of  a  sniper's  scope  were 
everywhere. 

That  took  the  top  off  the  inventory. 
The  mills  cut  back  production,  back- 
logs slowly  melted,  and  demand  has 
picked  up  to  the  point  where  the  mills 
have  been  able  to  post  price  increases. 

Are  tees  a  novelty,  doomed  to  go 
the  way  of  the  Hula  Hoop? 

The  answers  of  Sara  Lee's  Beaudin 
and  Fruit  of  the  Loom  activewear 
marketing  director  David  Dickson  to 
those  questions  compress  nicely  into 
T-talk:  Doomsayers  Don't  Get  It. 


Yes,  profits  are  to  some  degree 
hostage  to  unpredictable  events,  but 
there  are  plenty  of  predictable  events 
that  can  be  counted  on  to  move  the 
goods:  long  playoffs  leading  to  cham- 
pionship matches  in  all  of  the  major 
sports;  rock  concerts  and  blockbuster 
movies  (Batman,  for  example)  that 
fans  buy  tees  to  identify  with. 

Product  promotions  and  premiums 
also  add  significandy  to  the  base.  Da- 
vid Dickson  cites  the  success  of  a 
Philip  Morris  Marlboro  campaign  as 
one  example  of  the  ploys  that  keep  his 
sales  curve  climbing. 

"Buy  three  packs  of  cigarettes  and 
you  get  a  Marlboro  T  shirt  free. 
You're  motivated  to  buy  because  you 
think  of  the  shirt  as  a  $  1 0  item.  In  fact, 
the    shirt    cost    Philip    Morris    only 


Thanks  to  the  Great 
American  Mouth's 
increasing  urge 
to  Say  It  through 
legible  clothing, 
the  T  shirt  industry 
has  been  in  high  cotton. 


$2.50,"  says  Dickson.  And,  of  course, 
Philip  Morris  gets  a  walking  bill- 
board free. 

What  kind  of  reality  drives  people 
who  will  lay  out  a  full  $  1 0 — and  up — 
for  a  T  shirt  that  is  unabashedly  pro- 
motional? How  do  Nike  and  PepsiCo 
actually  manage  to  turn  a  profit  on 
their  Just  Do  It  and  Uh-Huh!  Girls 
tees?  Says  Kirk  Beaudin,  "You  may 
not  be  an  athlete,  but  you  want  to 
associate  yourself  with  athleticism." 
Or  maybe  you  want  to  let  everybody 
know  you  were  at  that  sold-out  rock 
concert. 

Aging  baby  boomers  are  still  very 
much  in  the  market,  too,  staying  with 
tees  much  later  in  life  as  part  of  the 
general  drift  to  much  more  casual 
lifestyles.  "The  baby  boomers  arc  as 
hooked  on  novelty  as  their  children," 
says  Fruit  of  the  Loom's  Dickson. 
"You  can  wash  a  T  shirt  a  hundred 
times,  but  you  rarely  wear  one  that 
many  times  because  the  sentiment 
behind  the  purchase — the  race  you 
were  in,  the  vacation  spot  you  were 
in — doesn't  last  that  long."  In  T 
speak:  Wear  Today,  Gone  Tomor- 
row, Sales  Forever.  ■ 

Forbes  ■  December  7,  1992 
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We're  positioned  for 
a  future  of  growing  share- 
holder value. 

One  reason:  we've  got  a 
better  I  The  new  i  Series™ 
ATMs—from  our  InterBoW® 
joint  venture  with  IBM— are 
three  times  as  reliable  as 
any  others.  You  can  bank 
on  em  99%  of  the  time- 
guaranteed! 

The  i  Series  is  typical 
of  the  quality  and  techno- 
logical strength  that  have 
made  us  a  leader  in  auto- 
mated teller  machines, 
security  products  and 
services. 

For  more  information, 
write  Diebold.  Incorporated, 
Investor  Relations,  Depart- 
ment 9-79-FA,  RC .  Box  823a 
Canton,  Ohio  44711-8230. 


A  world  leader  in  automated 

teller  machines,  security  products 

ami  related  services. 


■ 


"In  the  fashion  business  big  isn't  necessarily  better," 
says  Robert  Gray  of  trendy  St.  John.  Leslie  Wexner  of  the 
Limited  might  not  agree  with  Gray,  but  Wexner  and  the 
other  specialty  apparel  giants  may  be  heading  for  a  fqll. 

Here  come  the 
cross -shoppers 


By  Gretchen  Morgenson 

Specialty  apparel  retailers  have  en- 
joyed one  heck  of  a  run  for  the  past 
decade,  far  outpacing  the  economy 
and  grabbing  big  chunks  of  the  mar- 
ket from  department  stores.  Sales  of 
specialty  retailers  like  the  Limited,  the 


Gap  and  AnnTaylor  grew  to  a  com- 
bined $100  billion  in  1990,  up  65% 
from  1980.  Great  fortunes  were  cre- 
ated in  the  process:  the  Limited's 
Leslie  Wexner  ($1.8  billion)  and  the 
Gap's  Donald  Fisher  ($600  million). 


Store  count:  up.  Sales:  down. 

■1  Net  sales  ■■  Markdowns  Number  of  stores  (thousands)  Hi 

'86  '87  '88  '89  '90 


Once  more  into 
the  glut.  New 
stores  keep 
opening,  but 
shoppers  aren't 
buying;  they're 
bored  with 
lookalike  goods. 
So  markdowns 
mount,  discount 
bins  swell  and 
sales  at 

specialty  stores 
skid. 


The  major  publicly  owned  player 
the  Limited,  Inc.  ($6.3  billion  sale 
and  the  Gap,  Inc.  ($2.5  billion  sales) 
have    rewarded    shareholders    \ve| 
Since  1985  Limited's  shares  have 
pled;  during  the  same  period  Gaf 
stock  has  gone  from  near  1  to  almc 
60  this  January.  During  those  yea 
some  of  the  most  famous  departnier 
store  chains  sank  into  bankruptcy. 

Is  the  long,  wild  ride  over?  It's  tc 
early  to  say  for  sure,  but  no  trend  lasfl 
forever,  and  this  one  shows  increasing 
signs  of  being  tired. 

The  first  sign  of  trouble  was  evide^E 
in  September:  a  flurry  of  markdovM* 
sales.  At  Limited's  Express  and  Vfl 
toria's  Secret  stores  and  Gaps  all  ov^ftj 
just  about  ever)'  rack  was  a  sale  raddT 

Was  this  just  more  evidence  of  tT 
recession?  Perhaps,  but  there  is  plenS 
of  reason  to  think  that  the  party  is  o^I 
for  the  specialty  retailers.  With  cofl 
sumer  spending  on  apparel  flat  tht 
past  three  years,  the  specialty  stoi| 
could  grow  as  they  did  only  by  takir 
business  away  from  department  stord 
and  mom-and-pop  operations.  All  thti 
signs  suggest  that  they  are  no  longe 
gaining  market  share.  More  than  the     i 
recession  is  at  work  here. 

Increases  in  consumer  spending  odi  *  ■ 
apparel  have  been  practically  nonexis-f  J^ 
tent  recently:  up  3.2%,  to  $207  bill, 
lion,  in   1990  and  up   1%,  to  S20l 
billion,  in  1991.  The  first  half  of  199J 
is  even  worse:  According  to  the  Intc 
national  Council  of  Shopping  CenT 
ters,  total  sales  of  apparel  and  accesso 
nes  per  square  foot  of  retail  spacjj 
increased  a  mere  0.03%  over  the  samJ 
period  in  1991.  Women's  ready-td 
wear  sales   per  square   foot   inch* 
ahead  an  almost  imperceptible  0.02^ 
These  sales  gains  were  well  below  fl 
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We  asked  the  world  to  speak,  and  the  message 
came  in  loud,  clear  and  quite  extraordinary. 


"Color.  Hoi  Spring."  Gold  Prize,  Professional  Division.  Photographed  by  Mr.  Jin  Huei  Luo,  Yunnan,  China. 


©1992  Canon  Inc. /Canon  U.S.A.,  Inc. 
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UNEP 

International  Photographic  Competition 
on  the  Environment   1991-1992 

(«j      Canon 


Over  13,000  photographers  from 
144  countries  around  the  world 
have  captured  some  truly  astounding 
images  during  the  Canon-sponsored, 
UNEP  (United  Nations  Environ- 
ment Programme)  International 

Photographic  Competition  on  the  Environment  1991-1992. 
Messages  as  far-reaching  as  our  planet's  environmental 
concerns  and  as  fundamental  as  the  human  condition  have 
been  passionately  expressed.  What  better  way  for  these 
thousands  of  world  citizens  to  have  a  profound  voice  in 
this  year's  Earth  Summit  than  by  speaking  through  the 
eloquent  means  of  a  camera  lens.  Canon's  participation  in 
this  largest  ever  United  Nations-affiliated  photo 
competition  stems  from  a  corporate  philosphy  centered 
around  a  deep  concern  for  the  environment.  From  this 
philosophy  we're  engaged  in  various  ventures  including 
the  recycling  of  used  cartridges  from  Canon  Personal 
Copiers  and  Laser  Beam  Printers,  the  development  of 
solar  cells  as  a  pollution-free  form  of  energy  and  the 
introduction  of  cleaner  manufacturing  processes  which 
exclude  the  use  of  CFCs.  Through  these  kinds  of  activities 
we  feel  we're  choosing  our  own  most  significant  forum  for 
environmental  communication.  For  as  long  as  we  all  speak 
together,  the  results  will  be  extraordinary,  indeed. 


The  exhibition  of  prize-winning  photographs  will  be  displayed  from  December  8 
to  December  21,  1992  at  the  United  Nations  Exhibits  Gallery  located  in  the  General 
Assembly  Public  Lobby. 


Canon 


Specialty  retailers 

inflation  rate,  suggesting  that  either 
unit  sales  are  slowing  down  or  mar- 
gins are  being  squeezed — or  both. 

Net  sales  of  women's  apparel  at 
specialty  stores,  the  bulk  of  the  cloth- 
ing sold,  rose  almost  24%  in  1986  but 
declined  2.4%  in  1990,  the  most  re- 
cent year  for  which  figures  were  avail- 
able at  press  time  (see  chart,  p.  90). 
The  percentage  of  items  sold  at  mark- 
down  has  risen  from  25.7%  in  1986  to 
28.6%  in  1990.  Meanwhile,  gross 
margin  returns  per  average  dollar  cost 
of  inventory — one  way  a  retailer  as- 
sesses its  performance — have  fallen 
from  $3.80  in  1986  to  $2.60  in  1990. 
And  annual  stock  turnovers  have 
dropped,  from  3.8  times  in  1986  to 
2.9  times  in  1990  (see  chart,  p.  96). 

The  specialty  stores'  battered  com- 
petitors are  fighting  back.  In  1991 
specialty  stores'  share  of  the  women's 
apparel  market  dropped  from  24%  to 
23.7%.  This  tiny  decline  is  significant 
because  it  marks  the  first  time  in  the 
past  decade  that  specialty  stores  have 
failed  to  increase  their  market  share. 
In  October  Limited  had  a  3%  rise  in 
same-store  sales.  This  seemed  to  indi- 
cate the  4,400-store  Limited  chains 


were  bucking  the  recession.  Howev- 
er, the  company's  flagship  stores  and 
its  Victoria's  Secret  and  Lerner  stores 
suffered  declines.  Only  increases  at 
Express,  a  Eurostyle  young  women's 
clothing  store  chain,  and  at  the  com- 
pany's newer  divisions  saved  the  day. 

Things  have  also  slowed  down  at 
that  other  trendy  specialty  retailer,  the 
Gap,  which  reported  a  paltry  2%  gain 
in  same-store  sales  over  the  year-earli- 
er period.  In  October  1991  the  retail- 
er had  a  17%  same-store  gain. 

What  makes  these  figures  especially 
ominous  is  that  there  has  been  no 
slowdown  in  the  amount  of  new  store 
space  being  built.  Since  1988  total 
retail  square  footage  in  U.S.  shopping 
centers  has  increased  16%.  The  Gap, 
with  1,295  stores  already,  plans  to 
add  20  new  stores  before  the  end  of 
January  1993.  The  company  is  also  in 
the  midst  of  expanding  100  existing 
stores,  adding  1  million  square  feet  of 
space  to  the  glutted  selling  scene. 

Where's  the  business  coming  from 
for  these  new  stores  in  a  stagnant 
market?  Those  counting  on  a  resump- 
tion of  growth  when  this  recession 
ends  seem  to  be  overlooking  impor- 


tant demographic  and  psychologic 
changes  in  the  American  market.  Thi 
specialty  stores  have  always  appeale 
to  a  vast  middle  market,  but  con! 
sumption  patterns  seem  to  be  shifting 
away  from  middle -market  stores. 

Retail  experts  note  a  growing  po 
larization  that  increasingly  favors  thi 
low-margin,  mass-volume  retailers  oi 
one  end  and  high-price,  haute-servio 
boutiques  offering  one-of-a-kind  oe 
unusual  items  on  the  other.  The  sarm 
customer   who    buys    an    expensivi 
sweater  at  St.  John  now  often  buys  hei 
jeans  at  Kmart.  This  polarization,  od 
cross-shopping,    spells    trouble    foq 
Gap,  Limited,  Benetton,  AnnTayloq 
Casual  Corner  and  other  merchan 
in  the  big,  monochromatic  middle. 

Carl  Steidtmann,  a  retailing  econo 
mist  at  Management  Horizons  in  Co: 
lumbus,  Ohio,  explains  the  change^ 
"The  bulk  of  the  population  is  mi 
die-aged;  as  we  get  older  we  becorm 
more  confident  in  ourselves,  mo 
practical,  less  impulse  oriented,  le 
fashion  oriented,"  he  says.  As  a  resul 
"consumers  are  reducing  the  amou 
of  ego  involved  in  their  clothing  p 
chases,"  says  Steidtmann. 
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How  can  you  produc 

while  curbinirc 


For  Cadillac  and  EDS,  the  answer  is  teamwork. 

The  1993  Cadillacs  arriving  now  in 
showrooms  continue  the  same 
tradition  of  excellence  as  the 
award-winning  1992  models.  The 
1992  Cadillac  Seville  STS  was 
the  first  car  ever  to  receive 
all  three  major  automotive 
press  awards  in  the  same  year, 
including  Motor  Trends  coveted 


Car  of  the  Year.  Yet  thanks,  in  pilided  j[ 
to  information  technology  frof* 
EDS,  production  cost  efficiencii 
are  improving. 

EDS  helped  Cadillac  in* 
prove  production  efficient'. 
by  combining   more   than  I 
different  systems  into  one  cof 
prehensive  scheduling  system.  ^ 
another    major    project.    Etl 
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GA  mart  store  in  Dayton,  Ohio 

nsT  se  days  affluent  shoppers  aren't  ashamed  to  bargain  hunt. 


Vnd  ego  is  just  what  Limited  and 
p  cater  to.  Young  people  seem  to 

r  :d  the  reassurance  that  comes  with 
"right"  label  more  than  older 

f  >ple,  who  have  learned  to  be  corn- 
table  with  their  own  taste.  There 


are  indications  that  the  need  for  sta- 
tusy  clothes — shirts  with  polo  ponies 
embroidered  on  the  chest,  jeans  plas- 
tered with  designers'  initials — dimin- 
ishes as  people  grow  older.  Teen- 
agers, desperate  to  fit  in  with  the 


crowd,  die  if  they  can't  wear  what 
everyone  else  does.  But  older  folks  are 
more  likely  to  recognize  that  $19  knit 
shirts  from  Lands'  End  or  $10  unem- 
bellished  sweaters  from  Kmart  are 
virtually  indistinguishable  in  quali- 
ty— if  not  in  prestige — from  more 
upmarket  offerings,  though  the  price 
may  be  as  much  as  75%  lower. 

A  Banana  Republic  turtleneck  costs 
$25.  Lands'  End  will  deliver  to  you 
within  two  to  six  days  a  virtually  indis- 
tinguishable one  for  $15.  Why  spend 
$28  for  a  pair  of  Gap  jeans  when  you 
can  buy  a  pair  of  Jordache  at  Kmart  for 
around  $20?  Even  the  folks  at  the  Gap 
must  have  had  trouble  answering  this 
question,  because  during  their  crucial 
back-to-school  selling  season  the 
company  announced  that  it  was  re- 
ducing the  price  of  its  basic  denim 
dungarees  from  $38  to  $28.  Even  at 
$28,  they  may  be  high. 

Despite  the  recession,  retailers  of 
very  high  end  clothing  are  flourish- 
ing. Aren't  they,  too,  selling  ego  and 
prestige?  Yes,  but  with  their  high 
prices  comes  a  degree  of  exclusivity 
the  Limited  or  the  Gap  can  make  no 
pretense   at   matching.    Cross-shop- 


t/ard-winning  autos 
oduction  costs? 


ded   analysts   tools   that 

d  Cadillac  reduce  the  num- 

:  parts  that  require  assembly. 

%  in  one  subassembly  alone. 

lese  initiatives  helped  reduce 
;y  tory  costs  while  synchroniz- 

ie  production  process.  They 
A  lelped  Cadillac  produce  a 

le  that  maximizes  safety 
liability.  A  car  whose  style 


and  performance  boosted  sales. 

"The  partnership  we  have 
with  EDS  helped  us  produce 
a  winner,"  said  Herb  Stone, 
manager  of  Cadillac's  Detroit/ 
Hamtramck  plant.  "We're  changing 
the  way  people  think  about 
American  automobiles." 

New  technology  helps  com- 
panies make  better  products  more 


cost-efficiently.  EDS  is  the  wo/ld 

leader  in  applying  information 

technology.  To  find  out  how  we 

could  help  you,  contact  Barry 

Sullivan,  EDS,  7171  Forest  Lane, 

M54,   Dallas,   Texas 

75230.  Or  you  can 

call  us  at  (214)  490- 

2000,  extension  154. 

TAKE  ADVANTAGE  OF  CHANGE*" 


EDS 


Specialty  retailers 


ping  means  a  highly  confident  young 
career  woman  would  think  nothing  of 
wearing  a  Lands'  End  blouse  embel- 
lished with  a  $225  Hermes  scarf. 

Hermes,  Chanel,  Escada,  St.  John, 
Donna  Karan  and  Nicole  Miller. 
These  companies  are  small,  and  the 
production  of  their  designs  is  relative- 
ly limited.  They  confer  a  cachet  the 
Limited  never  could.  Escada,  AG,  a 
high-priced,  high-fashion  clothing 
maker  headquartered  in  Germany, 
had  $900  million  in  sales  this  year, 
ended  Oct.  31,  up  from  $813  million 
in  1991.  This  at  a  company  selling 
$1,000  dresses  and  $1,200  jackets. 

The  increasingly  feverish  batde  for 
the  middle  clothing  market  has  al- 
ready produced  several  casualties.  Gi- 
tano  Group,  a  jeans  and  casual  cloth- 
ing manufacturer  that  went  into  re- 
tailing in  1986,  is  closing  some  50- 
odd  stores;  Gitano  is  now  a 
manufacturer  for  Wal-Mart.  Honey- 
bee, a  17-store  women's  boutique 
bought  by  Spiegel  in  1988,  was  shut- 
tered earlier  this  year.  And  this  fall 
Hartmarx  Corp.  sold  its  troubled 
180-store  specialty  retailing  division, 
which  sold  men's  and  women's  cloth- 
ing; Hartmarx  lost  $41    million  in 


retailing  last  year. 

Evidence  of  a  move  by  consumers 
away  from  midprice  labels  can  also  be 
seen  in  the  troubles  at  Crystal  Brands, 
an  $827  million  (sales)  manufacturer 
of  apparel  under  names  like  Evan- 
Picone,  Polo  by  Ralph  Lauren  for 
Boys,  and  Izod.  In  1991  the  company 
lost  $53  million,  and  in  the  first  half  of 
this  year  losses  grew  to  $66'  million, 
up  from  $34  million  a  year  earlier. 
The  stock,  which  traded  as  high  as 
377/8  three  years  ago,  fetched  around 
3  a  share  recently. 

Many  men  and  women  who  once 


bought  clothes  at  the  Gap,  Banan^J 
Republic  and  Victoria's  Secret  havq 
unashamedly  moved  downmarket  to 
Wal-Mart,  Kmart,  Target  and  othcql 
discount  chains  where  shoppers  get! 
well-known  brands  for  less;  women's 
apparel  market  share  for  these  store! 
has  crept  up  from  23.2%  in  1989  tq 
24.7%  last  year. 

Shoppers  are  also  flocking  to  outlet 
malls  (Forbes,  May  27,  1991),  whicH 
have  been  growing  at  a  rate  of  7%  tq 
11%  a  year  since  1987.  Sales-perJ 
square-foot  figures  tell  this  story:  Spel 
cialty  stores  did  $209  per  square  fool 


How  many  times 
a  year  does  your 
merchandise 
turn  over?  And  how 
much  do  you 
make  on  it?  These 
two  key  mea- 
sures of  retailing 
prowess  show 
specialty  stores' 
efficiency  is  in 
decline.  In  1991 
these  retailers 
lost  market  share 
for  the  first  time 
in  a  decade. 


When  merchandise  sits  on  the  shelf 


■  Gross  margins 
'86  '87 


Annual  stock  turnover 


$4.00 
3.80 
3.60 
3.40 
3.20 
3.00 
2.80 
2.60 


Gross  margins 

(dollar  return  per  average 
dollar  cost  of  inventory) 
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A  promise  to  remain  suitably  grumpy  until  aiter  the  Sunday  paper. 


A  promise  to  produce  nickels  from  your  ears  upon  request. 


A  promise  for  something  to  remember  and  something  to  remember  me  by. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  way  all  the  tamilies  and  businesses  that  rely  on  us  can  keep  theirs. 
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©1992  Massachusetts  Mutual  Life  Insurance  Co  .  Springfield  MA  01111. 


MassMutuaT 

We  help  you  keep  your  promises. 
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INVOLVES. 


NX' herever  Hitachi  is  located,  we  work  at  being 
a  committed  part  of  the  community,  ihat's 
because  we  believe  the  purpose  of  technology  is 
not  simply  to  make  clever  products.  It  is  also  to 
discover,  to  nurture  and  to  be  involved  in  order 
to  achieve  a  basic  goal.  /\  better  world  for 
succeeding  generations.  1  his  is  the  operating 
philosophy  behind  the  20,000  different 
products  made  by  our  500  manufacturing 
companies  around  the  world.  It  has  been  our 
commitment  for  the  past  80  years.  And  even 
more  important,  it  is  our  definition  of  the  future. 


HITACHI 


Medical  Systems  •  Transportation   I.quipment 


lent  •    Hectromc    Components 
c  1992  Hitachi.  Lid  Tokyo,  Jap.m  All  n'ghis  rese 


Specialty  retailers 


in  1990,  level  with  1986  but  down 
almost  5%  from  1989.  At  outlet  malls, 
sales  per  square  foot  grew  from  $149 
in  1984  to  $243  last  year. 

A  third  retail  category,  mail-order, 
now  has  about  7%  of  the  women's 
apparel  market,  up  from  5%  two  years 
ago.  Although  this  industry  has  been 
hard  hit  by  postal  increases  and  has  its 
own  glut  problems,  Lands'  End  is 
expected  to  show  earnings  growth  of 
almost  25%  in  1992. 

"For  ten  years,  the  country  has 
been  Gapped  and  Limited  to  the 
max,"  says  Alan  Millstein,  a  New  York 
City  fashion  consultant.  "There's 
been  a  proliferation  of  boredom."  So 
customers  are  starting  to  buy  their 
look-alikes  at  Wal-Mart  or  Lands' 
End  instead  of  at  the  Limited. 

Thank  the  computer  for  the  in- 
creased ability  of  a  Wal-Mart  or  Kmart 
to  compete  with  the  fashion-oriented 
Limited.  With  the  faster  flow  of  infor- 
mation from  local  cash  register  to 
headquarters  to  manufacturer  today, 
almost  any  smart  merchant  can  be 
ready  with  the  trendiest  merchandise 
on  short  notice. 

Meanwhile,  because  of  the  huge 
size  they  have  achieved,  chains  like  the 
Gap  or  the  Limited  are  forced  to 
standardize  to  order  quickly  on  the 

100 


Express  (above), 
St.  John  (left) 
Shoppers  find 
less  and  less  that's 
special  about  big 
specialty  chains. 
But  highbrow 
shops  still  have  a 
cachet  that 
women  want. 


necessary  scale.  Retailing  consultant 
Millstein  points  out:  "The  Gap  is 
locked  into  three  fabrics  and  solid 
colors  because  they're  easier  to  buy. 
But  that  doesn't  satisfy  Americans' 
constant  need  for  something  new  and 
different." 

The  Limited  has  an  even  trickier 
problem:  poorly  made  merchandise. 
Blouses,  sweaters  and  undergarments 
that  fall  apart  soon  after  they're  pur- 
chased, even  if  they  cost  little,  are  no 
bargain  to  consumers.  Bad  workman- 
ship doesn't  bring  shoppers  back. 

No  longer  having  an  advantage 
over  the  mass  merchants  for  the  new 
and  different,  the  specialty  retailers 
will  have  to  compete  increasingly  on 
price.  Good-bye  to  those  fat  profit 
margins  of  up  to  7%  that  have  enabled 
the  Limited  to  earn  20%  and  more  on 
shareholders'  equity  year  after  year. 

Who  wins,  who  loses  in  this  fast- 
changing  apparel  market?  Losers  will 
be  those  specialty  retailers  who  keep 
their  prices  high,  while  offering  little 
that's  new  or  distinctive  to  the  con- 
sumer. These  include  generic  special- 
ty retailers  like  AnnTaylor,  Deb 
Shops,  the  Gap,  the  Limited,  U.S. 
Shoe  and  Petrie  Stores.  Even  so- 
called  off-price  retailers — T.J.  Maxx, 
Ross  Stores,  Dress  Barn  and  Clothes 
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time  among  others — will  be  hurt  by   olytw: 
outlet  malls,  with  their  lower  prices. 

Likely  winners  include  Phillips- Van 
Heusen  Corp.,  a  clothing  and  foot- 
wear manufacturer  that  is  also  big  in 
outlet  mall  retailing,  pvh  has  all  the 
bases  covered:  It  makes  name -brand 
shirts  for  department  stores,  makes 
private  label  shirts  for  Lands'  End  and 
sweaters  for  L.L.  Bean,  and  has  in- 
creased its  outlet  store  revenues  from 
zero  ten  years  ago  to  about  $550 
million  today.  Earnings  in  1992  are 
expected  to  increase  19%  over  1991; 
the  stock  recently  traded  around 
27Vi,  or  24  times  last  year's  earnings. 

Mail-order  houses  that  offer  fine 
quality  at  reasonable  prices  will  bene- 
fit as  well.  Lands'  End  is  the  obvious 
player  here.  The  discount  retailing 
chains — Wal-Mart,  Kmart  and  Tar 
get — will  also  benefit.  Already  Kmart  ■ 
is  seeing  the  fruits  of  its  attempts  to  ni 
attract  the  affluent  customer.  Sales  in 
the  stores  it  has  renovated  are  running  : 
at  $190  to  $250  per  square  foot,  am 
increase  of  $40  to  $50. 

Other  beneficiaries  will  be  small,  i 
exclusive     manufacturers/retailers —  utucr 
like  Hermes,  St.   John,  EerragamoArtccn 
Chanel,  Versace — many  of  which  arc 
privately  held.  "The  trick  is  to  offei  i 
something    different,    what    I    call 
customization,"  says  Gabriella  Zuck 
erman,  a  retailing  and  marketing  con 
sultant  in  Rowayton,  Conn.  "People 
don't  want  to  look  like  everyone  clsi 
today;  they  want   to  express  them 
selves  distinctly,"  she  says. 

St.  John,  a  California  based  make 
of  high-priced  women's  knitwear,  ha: 
seen  its  business  increase  dramatical!) 
recently,  in  spite  of  the  recession 
With    outfits    retailing    for    arouin 
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00,  St.  John  is  very  much  in  the 

per  echelon;  its  sales  rose  to  $90 

llion  for  fiscal  1992,  ended  Oct.  31, 

I  from  $75  million  last  year.  Propri- 

Drs  Robert  and  Marie  Gray  have 

Id  their  clothes  through  depart- 

nt  stores  for  years,  but  their  recent 

cess  has  come  from  the  11  free- 

nding  boutiques  they've  opened 

ce  1989.  Sales  per  square  foot  at 

eir  newest  Las  Vegas  store  reached 

astounding   $1,500.    By   spring 

93  St.  John  will  open  stores  in 

unich,  Costa  Mesa,  Calif,  and  on 

lew  York's  Long  Island.  "We  don't 

nt  to  be  the  biggest  manufacturer; 

the  fashion  business  big  isn't  neces- 

rily  better,"  says  Robert  Gray. 

Those    words — "in    the    fashion 


Cross-shopping  means 
a  highly  confident 
young  career  woman 
would  think  nothing 
of  wearing  a 
Lands'  End  blouse 
embellished  with  a 
$225  Hermes  scarf. 


jun  lsiness  big  isn't  necessarily  bet- 
— may  become  the  buzz  phrase  in 
te  apparel  business,  and  the  phrase 
ienc  lells  trouble  for  the  giant  specialty 
tailers  that  charge  premium  prices 
>r  merchandise  easily  available  else- 
here  at  lower  prices.  In  the  mass 
jnaifcparel  market,  the  1990s  and  be- 
ns t  md  will  belong  to  the  Sam  Walton 
rand  of  merchant,  not  the  Leslie 
^exner  brand. 

Wall  Street  has  been  slow  to  recog- 

ize  the  fundamental  shift — just  as  it 

as  slow  to  realize  that  department 

ores  were  slipping  a  decade  earlier. 

t  a  recent  33%,  the  Gap  was  trading 

hail:   20   times   trailing   earnings;   the 

imited's  stock  recendy  traded  at 

3%,  a  multiple;  of  21 . 

Frederick  Marx,  a  marketing  con- 

-coj  lltant  at  Marx  Layne  &  Co.,  in  Far- 

eopl  lington  Hills,  Mich.,  takes  a  typically 

eel!  ullish  view.  "There's  no  reason  for 

hen  Micern,"  he  says.  "The  Gap  had  a 

aigh    quarter    because     everyone 

Tiala  imped  in  to  imitate  their  look.  But 

hi  »ey' re  nimble  enough  to  move  on 

■illiead  of  the  pack." 

Witf 

Ufl  ow. 


But  so  are  a  lot  of  other  people 
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Make  the  right  connections  in  Dubai 
-  the  business  centre  of  the  Middle  East 

When  it  comes  to  selecting  a  base  for 
your  regional  headquarters,  Dubai  is 
the  logical  choice.  The  city  has  become 
the  region's  leading  center  for  trade,  transport  and  distribution, 
industry,  conferences  and  exhibitions.  For  good  reason.  Dubai 

encourages  enterprise.      1   A  state-of- 


'\Z1  ;". *j_     f£T"*     the-art  telecommunications  system 


puts  you  in  instant  touch  with  the 
world.  60  international  airlines  link  Dubai  with  over  100  cities 
worldwide.  And  the  city  boasts  sophisticated  banking,  finance  and 
other  services,  as  well  as  world  class  office  accommodation.    f  What's 


more,  there  is  no  taxation 


in  Dubai. 


convert- 


rruumum. 


The  UAE  Dirham  is  freely 

ible.  Red  tape  is  kept  to  a 

Dubai's  strategic  location  gives  you  a  time  zone  bridge  between  the  Far 

East,  Europe  and  the  Americas.  And  the  lifestyle  is  great  too.     1  So 

make  the  right  connections.  .=== 

Decide  on  Dubai. 


For  more  information  on  Dubai,  please  contact:  Dubai  Commerce  and  Tourism  Promotion  Board 
8  Penn  Center,  Philadelphia  PA  19103,  U.S.A.  Tel:  (215)  751-9750.  Fax:  (215)  751-9551 


NORTHSTAR  SYSTEM:  32-VALVE,  295-HP  V8  •  ROAD-SENSING  SUSPENSION  •  TRACTION  CONTROL  j 


UNTIL  NOW,  SOME  THOUGHT  LUXURY  IMPORTS  WERE  BETTER  ENGINEERED. 

CHANGE 

Introducing  the  Cadillac  Seville  STS  with  the  Northstar  System.  At  its  heart  is  a  295-hp  V8  so  advanced, 

IS  ON  THE 

its  first  scheduled  tune-up  is  at  100,000  miles.  At  60  mph,  its  Road-Sensing  Suspension  reads  the  contours  of 

HORIZON 


the  road  one  inch  at  a  time.  Further  enhancing  driver 


confidence,  Traction  Control  helps  limit  unwanted 


1 00,000  miles  between 
scheduled  tune-ups:  the 
equivalent  of  four  trips 
around  the  world. 


wheel  spin  at  any  speed.  And  dual  air  bags  complement  the  inherent  safety  of  the  Seville  STS,  which  even 


passes  1997  federal  side-impact  standards. 


SEVILLE  STS. 


CHANGING  THE  WAY  YOU  THINK 
ABOUT  AMERICAN  AUTOMOBILES. 


ROi  ABS  •  SPEED-SENSITIVE  STEERING  •  PLUS  DUAL  AIR  BAGS 


MSMH 


What  began  as  a  political  debacle  for  George  Bush  can 
end  as  a  disaster  for  the  country.  But  that  doesn't 
guarantee  a  Republican  victory  in  1996. 

Surveying  the 
wreckage 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Contrary  to  media  hoopla,  Gover- 
nor Bill  Clinton  did  not  win  a  great 
election  victory,  but  it  was  a  complete 
debacle  for  George  Bush. 

Governor  Clinton  ran  a  savvy  cam- 
paign, was  fast  and  smooth  on  his  feet, 
and  showed  dogged  determination. 
But  winning  less  than  half  the  popular 
vote  in  47  states  is  not  a  "landslide," 
and  getting  a  smaller  percentage  of  the 
national  vote  than  Michael  Dukakis 
did  four  years  ago  is  hardly  a  mandate. 

Nevertheless,  the  Democrats  are 
now  firmly  in  control  at  both  ends  of 
Pennsylvania  Avenue,  and  they  got 
there  with  the  old  familiar  coalition  of 
Santa  Claus  and  Robin  Hood,  verbal- 
ly repackaged  as  "change."  With  an 
economic  recovery  already  under  way 
and  the  excitement  of  a  new  adminis- 
tration to  buoy  up  spirits,  the  prover- 
bial "first  hundred  days"  of  the  Clin- 
ton Administration  will  probably  see 
some  bold  new  programs. 

Long  after  those  first  hundred  days 
are  history,  and  indeed  after  the  Clin- 
ton Administration  is  history,  the  tax- 
payers and  the  economy  will  still  be 
carrying  the  burden,  as  they  are  today 
still  carrying  the  burden  of  Great  Soci- 
ety and  New  Deal  programs.  Add  in 


the  judicial  appointments  signaled  by 
Clinton's  suggestion  of  Mario 
Cuomo  for  the  Supreme  Court,  and 
by  his  praise  of  Harry  Blackmun,  and 
it  has  the  ingredients  of  a  resumption 
of  the  long  march  toward  legal  anar- 
chy in  the  service  of  liberal  causes. 

With  the  end  of  the  Cold  War  creat- 
ing the  dangerous  illusion  of  safety  in 
an  age  of  nuclear  proliferation,  the 
antimilitary  wing  of  the  Congressional 
Democrats  can  only  be  strengthened. 
Had  they  prevailed  in  January  1991, 
we  would  have  given  sanctions  "time 
to  work" — which  is  to  say,  we  would 
have  given  Saddam  Hussein  time  to 
develop  nuclear  weapons. 

All  in  all,  what  began  as  a  political 
debacle  for  George  Bush  can  end  as  a 
disaster  for  the  country.  How  can 
things  be  turned  around  in  1996? 

Despite  the  emergence  of  Ross 
Perot  on  the  political  scene,  the  only 
viable  political  alternative  to  the 
Democrats  remains  the  Republican 
Party — and  the  Republicans  are  cur- 
rently preoccupied  with  internal  bit- 
terness, strife  and  various  individuals 
jockeying  for  position  for  1996. 

If  any  lesson  comes  out  of  the  Bush 
debacle,  it  is  that  you  must  have  a 
coherent  message  and  you  must  be 
able  to  articulate  it  to  the  public — as 
well  as  being  ready  to  stick  by  it  your- 
self. Whoever  carries  the  Republican 
standard  into  the  1996  Presidential 
election  must  be  able  to  do  those 
things,  to  have  any  hope  of  winning. 

There  are  a  number  of  able  and 
conscientious  people  in  the  Republi 
can  Party  who  might  make  good  pres- 
idents. But  the  number  who  have 
what  it  takes  to  get  elected  in  the  first 
place  is  considerably  smaller. 

Low-key  people  who  let  their  abili- 
ty and  their  record  speak  for  them 


have  much  to  contribute  to  the  coun- 
try, and  could  probably  get  re-elected 
if  they  were  already  in  the  White 
House.  But  of  course  that  is  not  the 
situation  in  which  the  Republicans 
find  themselves.  They  need  someone 
who  can  wake  up  the  electorate,  carry 
the  message  to  the  country,  and  carry 
the  fight  to  the  Democrats. 

Just  as  the  only  Democrats  to  reach 
the  White  House  in  the  past  quarter  of  j 
a  century  have  been  men  who  came  J 
out  of  nowhere,  so  the  Republicans 
may  need  to  look  beyond  the  familiar 
faces  with  their  familiar  baggage. 

Republican  Congressman  Richard 
K.  Armey  of  Texas  has  precisely  what 
George  Bush  lacked — the  ability  to  I 
talk  straight  to  the  people  about  eco- 
nomic realities,  in  terms  that  are  readi- 
ly understandable.  An  economist  by 
trade,  Congressman  Armey  has  de- 
molished the  Congressional  Budget 
Office  statistics  that  purported  to 
show  the  rich  were  getting  richer  and 
the  poor  getting  poorer. 

Merely  to  have  understood  the 
enormous  importance  of  not  letting 
such  political  myths  pass  unchal- 
lenged puts  Armey  head  and  shoul- 
ders above  the  clever  pettifoggers  of 
the  Bush  Administration.  You  cannot 
sit  quietly  by  for  years,  while  your 
political  opponents  rewrite  the  eco- 
nomic history  of  the  past  three  admin- 
istrations, and  then  expect  to  counter 
it  during  the  campaign  with  a  few 
gimmicks,  slogans  and  innuendos. 

Dick  Armey's  directness  and  down- 
to-earth  manner  fit  the  mission  thafc 
the  Republicans  must  accomplish  if, 
they  are  to  regain  the  Presidency.  He 
has  been  in  Washington  long  enough 
to  be  savvy,  without  being  cynical. 
The  fact  that  he  has  slept  in  a  rollaway 
bed  in  his  office,  in  order  to  save 
money,  is  something  that  the  average 
voter  and  taxpayer  can  relate  to. 

Imagination  has  never  been  the  Re- 
publicans' strong  point.  But  they  are 
going  to  have  to  capture  the  imagina- 
tion  of  the  public  If  they  intend  to 
recapture  the  White  House  in  1996.; 
They  may  have  gotten  complacent 
over  the  years,  after  rolling  over  the 
likes  of  George  McGovern,  Walter 
Mondale  and  Michael  Dukakis.  But 
those  days  are  gone — perhaps  forever 

If  the  Republicans  play  business  i 
usual  in  1996,  it  is  going  to  beeoni 
Democrats  as  usual.  ■ 
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Networks  to 

Public  E-Mail 

Systems  Paves 

The  Way  for 

True  Global 

Messaging 


The  World  Is 

Your  Oyster 

ONNECTMTY.  ELECTRONIC  MESSAGING.  THE  VIRTUAL  OFFICE. 
These  are  just  some  of  the  technologies  that  corporations  are  rushing  to 
embrace  as  the  trend  toward  streamlining  corporate  operations  accelerates. 
Now  that  almost  every  business  professional  uses  a  computer,  electronic  mes- 
saging has  evolved  from  a  convenient  method  of  interpersonal  communica- 
tions to  a  mission-critical  part  of  corporate  operations. 

The  movement  away  from  mainframes  to  a  PCAvorkstation-dominated  environment  has 
made  implementation  of  efficient  computer  communications  a  fresh  challenge.  Mainframe- 
based  communications  cannot  accommodate  today's  diverse  hardware  and  software.  At  the 
same  time,  with  fewer  people  handling  more  work  in  an  increasingly  competitive  global  mar- 
ketplace, it  is  crucial  for  employees  to  communicate  efficiently  through  electronic  messag- 
ing, not  only  with  each  other,  but  with  their  customers,  vendors  and  partners. 


Senior  managers  at  all  kinds  of  companies  need 
to  investigate  the  efficiency  of  their  communica- 
tions systems  —  and  find  out  whether  lack 
of  connectivity  between  depart- 
ments or  branches  is  caus- 
ing them  to  miss  key 
opportunities  to  respond 
to  the  marketplace. 

The  Connectivity 
Quandary 

Nearly  20  million  people 
now  use  private  and  public 
electronic-mail  systems, 
and  analysts  predict  that 
number  will  triple  in  the 
next  three  years.  "The  rate 
of  connectivity  is  rising 
even  faster  than  the  per- 
sonal technology  installa- 
tion rate,"  says  a  report  from 
Nolan,  Norton  &  Company,  a 
Boston-based  technology  con- 


sulting firm.  "The  strong  implications  here  are 
that  personal  computing  technology  is  about  to 
be  taken  for  granted  by  users  —  in  much  the 
same  way  as  the  telephone  is  —  and  that  users 
are  eager  to  reach  beyond  their  desktops  and 
connect  to  others." 

The  benefits  of  electronic  connectivity  are 
clear.  Electronic  messaging  allows  corporations 
to  integrate  mission-critical  operations,  such  as 
order  entry,  inventory  control,  payroll  process- 
ing and  manufacturing,  with  front-line  manage- 
ment. It  also  allows  remote  salespeople  and 
traveling  executives  to  stay  up-to-date,  in  the 
loop  and  connected  to  information  that  changes 
constantly.  It  cuts  paper  costs,  paper  shuffling 
and  bureaucratic  logjams. 

But  there's  a  problem.  As  corporations  move 
toward  Local  Area  Network  (LAN)  solutions, 
messaging  applications  are  migrating  from  the 
mainframe  to  the  LAN.  The  diverse  number  of 
LANs  available  today  makes  it  difficult  for  com- 
munication between  the  different  LAN  systems. 
Often,  a  LAN  user  in  one  department  cannot 
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AT&T 

EasyLInk  Services 


even  send  a  message  to  another 
user  in  the  same  company  in  the 
same  building,  let  alone  next  door  or 
across  the  continent.  That  restriction 
inhibits  the  potential  productivity 
gains  that  corporations  strive  for 
when  they  convert  paper,  postal  mail 
and  telephone  communications  sys- 
tems to  electronic  messaging. 

Many  companies  struggle  with  a 
patchwork  system  of  Local  Area 
Networks  that  function  as  separate 
communications  fiefdoms  within  a  sin- 
gle company,  or  sometimes  even  with- 
in a  single  department.  While  they  can 
connect  through  available  gateway 
software,  this  approach  can  require 
buying  multiple  products  to  meet  the 
needs  of  different  departments.  The 
network  administrator  must  purchase, 
install  and  keep  track  of  all  the  pieces, 
and  end  users  must  be  kept  informed 
of  their  messaging  options.  Creating  a 
network  to  connect  all  your  disparate 
systems  can  be  expensive  in  terms 
of  both  time  and  money.  So,  when 
will  real,  simplified  connectivity 
be  possible? 

It's  available  today.  AT&T 
EasyLink  Services,  North 
America's  leading  provider  of  elec- 
tronic messaging  services,  has  inte 
grated  electronic  mail,  fax,  telex 
and  postal-mail  messaging  so  that 
a  person  sitting  at  a  desktop  com- 
puter connected  to  a  LAN  can  send 
a  message  to  virtually  anyone,  any- 
where, anytime.  By  connecting  to 
AT&T's  existing  network,  your  users 
can  begin  to  communicate  with  each 
other  almost  overnight,  with  minima 
administrative  effort.  And  users  can 
send  a  message  around  the  globe  just 
as  easily  as  sending  a  message  to 
someone  10  feet  away  connected  to 
the  same  LAN. 


Computer  users 
are  eager  to  reach 
hnond  their  desk- 
tops and  connect 
to  others 


Klwn.«>»»'Su,) 


Gateway  to  the  World 

Now  over  90%  of  existing  LANs  can 
have  access  to  each  other  through 
AT&T  EasyLink  Services'  global  elec- 
tronic-messaging network.  Users  of 
popular  network-mail  software  prod- 
ucts, including  Microsoft®  Mail, 
cc:Mail™  and  DaVinci  eMAIL™,  can 
communicate  via  AT&T  EasyLink 
Services.  By  connecting  your  LAN 
to  AT&T  EasyLink  Services,  you 
can  send  E-mail,  fax,  telex  or 
paper  messages  as  easily  as  send- 
ing a  message  on  the  same  LAN. 
Besides  reaching  20  million 
electronic  mail  users,  corporate  pro- 
fessionals can  send  text  messages  to 
over  30  million  fax  machines,  1 .5 
million  telex  machines  or  to  printer, 
pager  or  postal  addresses  virtually 
anywhere  in  the  world.  The  AT&T 
EasyLink  Services  network  allows 
them  to  reach  1 60  countries,  24 
hours  a  day,  and  to  send  E-mail  to 
addresses  at  more  than  40  public  E- 
mail  systems  and  hundreds  of  private 
industry-standard  X.400  systems. 
Electronic  mail  fdes  can  be  fully  for- 
matted word  processing, 
desktop  publishing,  spread- 
sheet or  database  fdes,  or  elec- 
tronic data  interchange  (EDI) 
documents.  They  will  arrive  at 
their  destination  in  the  same  form 
in  which  they  left  the  computer. 
Thus,  a  corporation  with  multi- 
ple branches  or  subsidiaries  can 
integrate  its  entire  work  force  by 
connecting  all  of  its  LANs  through 
AT&T  EasyLink  Services.  In  addition 
to  connecting  your  LANs,  you  can 
send  messages  to  many  other 
systems,  including  X.400,  IBM® 
PROFS®  and  UNIX®-based  systems. 

This  one-gateway  approach 
radically  simplifies  life  for  both 
network  administrators  and  busi- 
ness professionals.  Now  it's  easy 
for  the  <Mi<i  user  to  share  informa- 
tion with  a  colleague  in  the  next 
office  or  in  Hong  Kong.  This  seamless 
interface  ensures  that  LAN  users  can 
connect  with  vendors,  suppliers  and 


AT&T 

EasyLink  Services 

customers,  either  through  E-mail 
delivery  or  traditional  fax  or  paper. 

MOitlli:  CONNIPTIONS 

Communication  is  a  critical  compo- 
nent of  any  business,  and  that 
includes  staying  in  touch  with  employ- 
ees who  are  on  the  road  or  telecom- 
muting. BIS  Strategic  Decisions,  the 
Massachusetts-based  market 
research  firm,  expects  an  installed 
base  of  14  million  laptops,  notebooks, 
palmtops  and  personal  communica- 
tors by  1995.  AT&T  EasyLink 
Services,  a  leader  in  mobile  messag- 
ing, can  provide  you  with  a  competi- 
tive edge  by  connecting  your  mobile 
workers  to  the  office  via  these 
devices.  Through  AT&T  EasyLink 
Services,  these  mobile  professionals 
can  receive  and  send  messages  as 
easily  as  if  they  were  in  the  office. 

As  use  of  these  remote  comput- 
ing devices  evolves,  AT&T  EasyLink 
Services  is  committed  to  meeting  the 
needs  of  the  mobile  worker.  An  exec- 
utive can  receive  timely  information 
on  an  alphanumeric  electronic  pager. 
A  salesperson  can  enter  an  order 
during  a  sales  call.  Employees  at  dif- 
ferent locations  can  function  as  a 
team,  integrating  design,  engineer- 
ing, manufacturing  and  marketing 
functions  to  help  the  organization 
become  one  of  a  new  breed  of  fast 
companies,  speeding  products  to 
market  ahead  of  the  competition. 

Follow  the  Slim 

As  business  becomes  more  interna- 
tionally dispersed,  the  ability  of  elec- 
tronic messaging  to  leap  barriers  of 
time  and  place  is  key  to  survival.  If  a 
car  is  designed  in  one  country,  its 
parts  manufactured  in  a  second,  the 
vehicle  assembled  in  a  third  and  mar- 


keted in  a  fourth,  electronic  messag- 
ing allows  engineers  in  different 
countries  and  time  zones  to  exchange 
designs  easily  and  economically. 
Manufacturers  can  orchestrate  the 
delivery  of  parts,  control  inventory 
and  send  dealerships  new  price  infor- 
mation and  technical  updates  imme- 
diately. Multinational  corporations  — 
or  national  corporations  with  multi- 
site  workers  —  can  conduct  "follow- 
the-sun"  enterprising  to  speed  and 
simplify  cooperative  work. 

Electronic  messaging,  an  appli- 


cation once  hamstrung  by  the 
mechanics  of  connecting  several 
computers  together  with  cables,  tele- 
phone lines,  compatible  software  and 
arcane  commands,  has  taken  a  giant 
leap  toward  the  21st  century. 
Electronic  connectivity  is  not  a  pipe 
dream  —  it's  a  reality.  And  what  this 
means  for  today's  business  person  is 
that  "the  world  is  your  oyster,"  even 
if  you  never  leave  your  desk.  ■ 

AT&T  EasyLink  Services, 
1-800-242-6005,  Dept.  6842 


AT&T/Microsoft  Alliance  Links 
Public  and  Private  E-Mail 

Underscoring  its  commitment  to  worldwide  messaging,  AT&T  EasyLink 
Services  has  entered  into  a  strategic  alliance  with  Microsoft  Corp., 
worldwide  leader  in  software  for  personal  computers,  to  integrate 
their  respective  messaging  products  and  develop  new  products.  The  first 
product  is  the  recently  released  Microsoft®  Mail  3.0  LAN-mail  software, 
which  includes  a  built-in  gateway  to  AT&T  EasyLink  Services.  This  single 
software  package  allows  individuals  in  the  U.S.  to  connect  to  AT&T  Mail 
through  a  toll-free  number  without  add-ons. 

"The  combination  of  the  powerful,  easy-to-use  Microsoft  Mail  package 
and  a  global  messaging  solution  from  AT&T  will  dramatically  expand  the  use 
and  reach  of  E-mail,"  says  Mike  Maples,  executive  vice  president  of 
Microsoft's  Worldwide  Products  Group.  "Corporations  now  can  combine 
local  area  network-based  messaging  with  public  messaging  to  integrate 
remote  sites  and  users  easily  and  economically,  and  can  extend  that  capa- 
bility to  their  mobile  workers  and  business  partners  as  well." 

The  two  companies  have  a  common  view  that  combines  Microsoft's 
vision  of  "information  at  your  fingertips,"  and  AT&T's  vision  of  "communica- 
tions anytime,  anywhere  and  as  desired  by  customers." 

"Our  common  vision,  and  our  belief  in  the  growing  value  of  electronic 
messaging  to  enhance  the  way  people  work  together,  make  us  a  good  fit," 
says  Gordon  Bridge,  president  of  AT&T  EasyLink  Services.  "Once  we  have 
established  easy,  universal  connectivity,  it  is  the  goal  of  both  companies  to 
offer  users  access  to  an  increasing  range  of  information  in  an  efficient, 
affordable  manner." 


Nicholas  P.  Sullivan  is  a  senior  editor  of  Home  Office  Computing. 


I  (Mail,  Inc.  is  a  trademark  of  cc:Mail.  Inc..  a  wholly  owned  subsidiary  of  Lotus  Development  Corp.  /  DaVinci  eMAIL  is  a  trademark  of  Da  Vinci  Systems.  Inc.  /  IBM  and  PROFS  are  registered 
trademarks  of  International  Business  Machines  Corp.  /  Microsoft  is  a  registered  trademark  of  Microsoft  Corp.  /  UNIX  is  a  registered  trademark  of  UNIX  System  Laboratories.  Inc. 


Faced  with  the  loss  of  their  $44,000-a-year  jobs,  UAW 
members  at  Caterpillar  chose  jobs  over  union  solidarity. 
But  the  union  bosses  still  hanker  for  revenge. 

What's  good  for 
Caterpillar ... 


=1 


By  Gary  Slutsker 

On  a  recknt  SUNDAY,  in  the  pouring 
rain  in  downtown  Peoria,  111.,  several 
hundred  members  of  the  United 
Auto  Workers  and  their  families 
played  out  a  mock  trial. 

At  the  end  the  sodden  crowd  stood 
on  Adams  Street  in  front  of  the  drab 
seven-story  headquarters  of  Caterpil- 


lar Inc.  and  watched  their  local  union 
leader,  Jerry  Brown,  hang  Cat  Chair- 
man Donald  Fites  in  effigy.  After- 
wards Brown  buried  a  casket  contain- 
ing a  copy  of  Fites'  final  job  offer  to 
Cat's  14,500  uaw  workers.  Since  the 
union  leadership  rejected  the  offer 
without  putting  it  to  a  vote,  the  uaw 


members  are  working  without  a  con-J 
tract  under  the  very  terms  of  the] 
rejected  offer.  It  is  that  or  face  the  lossj 
of  good  jobs.  The  terms  were  im-J 
posed  by  Caterpillar  in  April  when  the ; 
uaw's  protracted  5V2-month  strike; 
collapsed  under  the  company's  thread 
to  replace  the  strikers. 

The    rejected    offer    would    have 
looked  awfully  good  to  most  Ameri 
can  workers.  The  six -year  deal  raises 
wages  3%  to  4%  a  year,  guarantees  job 
for  six  years  and  provides  free  healt 
care  from  certain  hospitals  and  doc 
tors.    Cat's    uaw    workers    average 
$44,000  a  year  now  in  cash  compen 
sation  and  will  get  $52,000  in  1997 

That  kind  of  money  goes  a  long  wa\ 
in  Peoria.  Which  probably  explain: 
why  uaw  members  rapidly  begar 
crossing  the  picket  line  when  Fite 
ordered  strikers  back  to  their  jobs  oi 
else  face  being  replaced. 

Beaten,  the  uaw  is  bitter.  Its  inter 
national    headquarters    in    Detroi 
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Caterpillar's 
Donald  Fites 
Will  President 
Clinton  be  more 
interested  in 
pleasing  union 
leaders  than 
protecting  U.S. 
economic  compel 
tiveness? 
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a  bentley  forthose 

Executives  Who 

Demand  performance 

in  A  Slow  economy 


When  running  a  business  in  a  slow  economy,  perfor- 
mance means  making  the  engines  of  productivity  turn  for 
less  capital.  When  purchasing  a  motor  car,  it  means  get- 
ting the  power  and  prestige  of  a  Bentley  for  a  surprisingly 
affordable  price.  If  this  is  your  goal,  the  new  Brooklands 
has  been  designed  by  Rolls-Royce  Motor  Cars  for  you. 
Two  and  a  half  tons  of  steel  sculpture,  the  ultimate  union 
of  advanced  technology  and  the  craftsman's  skill.  A  6.75 


liter  power  plant  built  and  balanced  totally  by  hand.  The 
same  state-of-the-art  automatic  ride  control  found  in  the 
legendary  Bendey  Turbo  R  A  cockpit  where  every  inch  of 
premium  Connolly  hide  and  glistening  burl  veneer 
breathes  elegance  and  exclusivity.  At  $138,500*  however, 
the  Brooklands  costs  only  a  little  more  than  lesser 
luxury  sedans.  For  a  more  detailed  presentation,  please 
contact  your  authorized  dealer  or  call  1-313-350-0500. 
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Y 


MOTOR 


©  Rolls-Royce  Motor  Cars  Inc.,  1992.  The  name  "Brooklands"  is  a  trademark,  and  the  names  "Bentley"  and  "Turbo  R"  and  the  badge  and  radiator  grille  are  registered  trademarks. 

•Manufacturer's  suggested  retail  price.  Taxes,  title  and  registration  fees  additional. 


Caterpillar  Inc. 

hopes  to  shame  Cat  into  signing  a  so- 
called  pattern  agreement  of  the  sort 
the  law  achieved  last  year  with  rival 
equipment  maker  Deere  &  Co. 

The  law  has  modeled  its  campaign 
against  Cat  on  last  year's  victory  by 
the  United  Steel  Workers  union  oyer 
Ravenswood  Aluminum.  This  West 
Virginia  company  is  owned  by  a  Swiss 
company  headed  by  the  notorious 
Swiss  fugitive  Marc  Rich.  The  union 
mounted  a  global  publicity  campaign 
against  Rich. 

Rich  was  an  easy  target.  Coke  and 
Anheuser-Busch  yielded  and  joined  a 
boycott  of  Ravenswood's  cans.  Soon 
after,  Rich  fired  Ravenswood's  chief 
executive  and  the  striker  replace- 
ments, and  reinstated  the  union. 

But  in  taking  on  Caterpillar,  the 
union  is  not  only  challenging  one  of 
the  U.S.'  best-run  companies  but  also 
flying  straight  into  the  face  of  global 
economic  realities.  A  major  U.S.  ex- 
porter, Cat  must  sell  its  earthmoving 
and  construction  machines  made  with 
$44,000-a-year  U.S.  labor  against 
machines  made  largely  by  foreign 
competitors,  like  Komatsu.  To  do  so 
it  must  operate  at  the  peak  of  lean 


efficiency — or  perish.  Most  Cat  work- 
ers seem  to  understand  that.  But  the 
international  union  doesn't  care. 

"No  Contract,  No  Peace."  The 
slogan  is  plastered  on  red  T  shirts, 
windbreakers,  arm  bands,  buttons, 
banners,  bumper  stickers,  hard  hats 
and  shopping  bags  around  Cat  plants 
in  Peoria  and  elsewhere.  Don  Fites,  a 
lanky,  determined  man,  has  been  sub- 
jected to  cruel  and  vicious  personal 
attacks  by  paid  union  officials. 

The    centerpiece    of  the    union's 


Souvenirs  of  the  UAW's  "No 
Contract,  No  Peace"  campaign 
The  final  offer  would  look 
good  to  most  U.S.  workers. 
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campaign  is  its  work- to- rule  strategy, 
designed  to  slow  down  production. 
But  there's  little  evidence  it  is  making 
an  impact.  At  Cat's  96-acre  plant  in 
Aurora,  for  example,  the  only  visible 
sign  of  the  dispute  was  a  smattering  of 
yellow  "No  Contract,  No  Peace" 
windshield  sun  visors,  strategically 
clustered  in  the  parking  lot.  "At  every 
one  of  our  main  facilities,  productivity 
and  quality  are  higher  than  before  the 
strike,"  Fites  maintains. 

Fites  defends  what  he  did,  because, 


WHOSE  ASSETS 

UNDER  MANAGEMENT 

ARE  GROWING  BY 

A  BILLION  DOLLARS 

A  MONTH? 


©1992  The  Equitable  Companies  Incorporated.  NY.  NY  10019.  Note  statistics  as  of  June  30,  1992. 


he  says,  Cat  is  different.  About  75%  of 
the  $10  billion  in  goods  it  built 
worldwide  last  year  were  made  in 
America,  and  more  than  half  of  Amer- 
ican production  is  exported.  Deere 
exports  far  less,  relying  much  more  on 
overseas  production  to  supply  its 
overseas  customers. 

That  Cat  can  export  successfully 
despite  its  high  wage  rates  is  the  result 
in  good  part  of  its  lavish  spending  on 
productivity,  the  centerpiece  of  which 
is  a  $1.9  billion  capital  spending  pro- 
gram initiated  a  decade  ago  by  Fites' 
predecessor.  Fites  won't  let  Forbes 
keep  it,  but  he  flashes  a  chart  showing 
the  number  of  employees  it  takes  to 
make  a  tractor.  The  chart  showed  a 
declining  trend  from  around  4  at  the 
start  of  1991,  then  spikes  up  to 
around  8  earlier  this  year,  when  work- 
ers were  returning  to  the  factories, 
and  now  has  dipped  below  4  again. 

He  concedes  that  production 
lagged  targets  in  July.  But  that  was 
when  Cat  introduced  half  a  dozen 
new  machines.  "We  made  it  up  like 
we  always  do,"  he  says. 

The  UAW  insists  that  Fites'  labor 
policies  have  caused  a  decline  in  quali- 


ty. Its  evidence  is  rather  thin.  It  offers 
a  copy  ofa  letter  from  a  major  Canadi- 
an Cat  dealer  complaining  about  me- 
chanical problems  in  eight  huge 
trucks  destined  for  a  gold  mine  in 
Guyana.  But  the  man  whose  firm 
wrote  the  letter,  James  Hewitt,  a  Cat 
dealer  in  Montreal,  has  a  different 
take.  Says  Hewitt:  "We're  talking 
about  a  $4,500  warranty  claim  on  $10 
million  worth  of  equipment.  I  wish 
my  last  car  had  been  that  reliable." 
Moreover,  Hewitt  was  talking  about 
machines  made  by  management  em- 
ployees during  the  strike.  "It's  some- 
thing ofa  crock,"  says  Hewitt  of  the 
uaw's  propaganda  campaign. 

Is  another  strike  likely?  In  the 
spring  of  1993  the  UAW  will  have  its 
hands  full  negotiating  with  the  U.S.' 
big  three  automakers.  However  mad 
union  leaders  are  with  Don  Fites,  they 
would  be  unlikely  to  risk  a  second 
embarrassment  at  Caterpillar.  They 
will  need  all  the  strength  they  can 
muster  to  deal  with  the  situation  at 
GM,  where  tens  of  thousands  of  UAW 
workers  are  likely  to  lose  their  jobs. 

Local  newspapers  in  the  Peoria  area 
already  have  reported  that  some  Cat 


workers  have  been  talking  about  oust- 
ing the  uaw  and  starting  a  company- 
wide  union  that  would  be  tied  to  the 
fortunes  of  Cat,  not  Detroit.  More- 
over, Cat  has  been  busily  shifting 
production  from  factories  in  Japan 
and  Britain,  but  to  new,  nonunion 
plants  in  North  Carolina.  Cat  will 
build  a  mining  excavator  at  a  factory 
in  Joliet,  111.,  represented  by  the  Inter- 
national Association  of  Machinists. 

''I'm  sure  of  one  thing,"  says  Fites. 
"Caterpillar  is  going  to  survive  one 
way  or  another  as  a  global  leader.  We 
hope  we  can  do  that  from  a  U.S. 
manufacturing  base.  That's  the  best 
thing  for  the  company,  the  union  and 
the  country." 

There's  a  lesson  in  this  for  the  new 
Congress,  which  is  expected  to  rush 
through  a  law  preventing  manage- 
ments from  replacing  strikers.  Presi- 
dent-elect Clinton  has  said  he'd  sign 
it.  If  he  does,  he  will  have  outlawed 
the  tactic  that  saved  one  of  America's 
finest  companies  from  having  to  shift 
more  production  abroad.  Is  he  more 
interested  in  pleasing  union  ieaders 
than  in  protecting  U.S.  economic 
competitiveness?  Time  will  tell.      WM 


Over  the  past  year,  The 
Equitable  and  its  subsidiaries 
have  been  adding  to  the  assets  they 
manage  by  an  average  of  better  than  a 
billion  dollars  a  month.  Today  they  total  nearly 
$150  billion. 

Almost  all  of  our  growth  has  come  in  the 
form  of  assets  entrusted  to  us  by  third  parties. 
The  amount  we  manage  for  others  has 
increased  to  $100  billion  -  including  $50 
billion  in  the  last  five  years  alone.  The  annu- 
alized fee  base  on  these  third-party  assets 
now  stands  at  approximately  $400  million. 

THE 


It's  a  sign  that  top  business 
people  trust  our  investment  pro- 
fessionals to  produce  consistently 
superior  results.  We  are  strongly  commit- 
ted to  ensuring  that  their  confidenc  ^  remains 
extremely  well  placed. 

To  learn  more  about  the  strength  in  The 
Equitable's  numbers,  write  to  Richard  H.  Jenrette, 
Chairman,  or  Joseph  J.  Melone,  President,  at 
The  Equitable,  787  Seventh  Avenue,  Dept.  A, 
New  York,  NY  10019. 

The  Equitable  Companies  Incorporated  is  traded  on 
the  NYSE  under  the  symbol  EQ. 
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If  a  $20,000  director's  fee  isn't  enough  to  make  you  want 
to  serve  on  a  corporate  board,  perhaps  you  can  be  tempted 
by  a  $500,000  donation  to  your  alma  mater. 

Pro  bono  policies 


By  Carolyn  T.  Geer 

The  latest  tax  dodge 
cooked  up  by  the  insurance 
industry  has  considerable  re- 
deeming social  value.  So  you'll 
be  seeing  a  lot  more  of  it. 

Here's  how  it  works.  A  cor- 
poration offers  to  buy  a 
$500,000-to-$l-million  in- 
surance policy  on  the  direc- 
tor's life.  The  corporation 
names  itself  as  beneficiary,  but 
agrees  that  when  the  director 
dies,  most  of  the  policy  pro- 
ceeds will  be  donated  to  a 
charity  of  the  director's 
choice.  When  the  donation  is 
made,  the  corporation  takes  a 
corporate  income  tax  deduc- 
tion. On  a  $500,000  donation,  that 
saves  $170,000  of  federal  income  tax. 
There  are  probably  state  income  tax 
savings,  too. 

At  least  a  dozen  Forbes  500s  com- 
panies, including  Hershey  Foods, 
General  Mills,  Ashland  Oil  and  Mon- 
santo, provide  such  a  fringe  benefit  to 
their  directors.  Other  firms,  including 
Morrison  Restaurants  and  Tektronix, 
are  considering  such  a  plan. 

What  do  these  policies  cost?  For  a 
typical  director  in  his  late  50s,  a  $1 
million  whole  life  policy  would  run 
$20,000  to  $25,000  a  year  in  premi- 
ums, with  a  projection  that  the  policy 
would  be  self-financing  after  ten 
years.  A  corporation  might  hand  out 
such  a  perk  in  lieu  of  a  raise  or  a 
pension  plan  for  directors.  Now,  since 
life  insurance  premiums  are  not  de- 
ductible by  policy  owners,  the  corpo- 
ration gets  no  tax  deduction,  as  it 
would  have  for  a  director's  pay  raise. 
But  it  makes  up  this  loss  by  getting  a 
big  charitable  deduction,  with  no  net 
cash  outlay,  when  the  policy  pays  off. 

So  far,  the  policy  is  something  of  a 
wash  as  a  tax-avoidance  device.  But 
there  is  a  small  benefit  built  in.  Invest- 
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ment  income  earned  on  policy  premi- 
ums builds  up  inside  the  insurance 
company,  where  it  is  largely  tax-shel- 
tered. In  the  hands  of  the  corporate 
insurance  buyer,  the  same  investment 
income  would  be  fully  taxable.  This 
tax  benefit — so-called  inside  build- 
up— is  supposedly  passed  along  to  the 
insurance  buyer. 

What's  the  appeal  for  the  directors 
who  participate?  They  may  welcome 
the  chance  to  avoid  more  taxable 
income.  And  many  directors  are  at  a 
stage  in  their  lives  when  their  families 
are  amply  provided  for  and  they  are 
thinking  of  charitable  donations  in 
their  estate  planning  anyway.  A  large 
prospective  donation  in  a  director's 
name  is  an  ego  boost. 

What  if  the  director  quits  or  is 
dumped  before  the  policy  is  fully  paid 
up?  In  a  typical  arrangement,  the 
company  continues  to  own  the  policy 
and,  depending  on  the  director's 
length  of  service,  owes  nothing  or  a 
portion  to  the  intended  charity.  The 
company  can  either  cancel  the  policy 
and  pocket  any  excess  cash  value,  or 
continue  to  pay  premiums  and  pocket 
the  death  benefit  later. 


Under  most  plans  the  desig-j 
%  nated  charity  must  meet  with| 
I  the  company's  approval.  Some 
=  sponsors,  including  KelloggJ 
Rubbermaid     and     Texaco, 
steer  donations  to  schools  anc 
other  education-related  chari- 
ties. Others,  such  as  Americanl 
Express,  Bristol-Myers  Squibb 
and  Union  Pacific,  earmark 
half  of  each  donation  for  their 
own    corporate    foundations  I 
and  half  to  a  charity  of  the 
director's  choice.  Still  others 
channel  donations  locally:  If  it  j 
adopts  the  program,  Oregon- 
based  Tektronix  will  direct  the  I 
gifts  to  charities  in  the  greater  | 
Portland  area. 

One  slippery  point  is  that  the  agree- 
ment between  the  corporation  and! 
the  director  may  be  no  more  than  an 
informal  understanding.  A  legally  en- 
forceable contract  might  throw  thd 
insurance  proceeds  into  the  director's 
taxable  estate  and  arguably  make  the 
premium  payments  a  form  of  taxableJ 
compensation. 

The  new  proxy  rules  from  the  Secu- 
rities &  Exchange  Commission  will  j 
compel  corporations  to  disclose  these  I 
so-called  legacy  policies;  in  the  pastj 
some  corporations  omitted  informa- 
tion about  the  policies  on  the  ground ! 
that  they  gave  rise  to  no  taxable  in- 
come to  the  directors.  Will  disclosure 
put  a  crimp  in  sales? 

Not  necessarily,  says  Louis  Richci 
of  Albany,  N.Y. -based  Ayco  Corp.,j 
one  of  the  earliest  marketers  of  the  j 
legacy  perk.  "With  the  increased  scru- 
tiny  of  executive  pay,"  says  Richcy, 
"there's  going  to  be  a  lot  more  focus 
on  what's  the  appropriate  way  to  at 
tract  and  retain  directors,  and  this 
program  may  do  better  than  most 
because  it's  not  another  dollar  direct- 
ly in  the  director's  pocket."  WM 
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MONEY  a  INVESTMENTS 


The  Texas  economy  is  making  a  comeback— so  will  the 
national  economy.  It's  time  to  look  at  cyclical  stocks. 

As  goes 
Texas . . .  ? 


BY  FREDERICK  E.  ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


During  the  last  half  of  the  1980s  I 
voiced  my  opinion  to  anyone  who 
would  listen  that  the  financial  prob- 
lems taking  place  in  Texas  were  a  dress 
rehearsal  for  financial  problems  that 
would  soon  take  place  throughout  the 
rest  of  the  world.  That  was  a  good  call. 
Most  of  those  financial  problems  in 
Texas  are  now  well  on  their  way  to- 
ward being  solved.  Texas  provided  the 
pattern  for  the  bust.  Similarly,  Texas 
provides  the  pattern  for  the  subse- 
quent recovery  and,  let's  hope,  boom. 

Until  the  mid- Eighties,  Texas  real 
estate  operators  "prospered"  by 
sticking  to  that  tried-and-true  formu- 
la— borrow  at  double-digit  rates,  in- 
vest at  single-digit  rates  and  live  mag- 
nificendy  on  the  difference.  Real  es- 
tate, after  all,  was  an  asset  appreciation 
business,  not  a  cash  flow  business. 

That  tried-and-true  formula,  com- 
bined with  weak  oil  and  gas  prices  and 
maniacal  bank  regulators,  caused  the 
collapse  of  every  major  bank  and  S&L 
in  the  state.  A  terrible  financial  situa- 
tion was  made  horrible  by  the  incen- 
tives granted  by  regulators  to  the  out- 
of-state  institutions  that  took  over  the 
failed  banks  and  thrifts.  Basically,  it 
was  in  the  best  financial  interests  of 
the  new  banks  to  be  as  hard  on  exist- 


ing borrowers  as  possible.  The  new 
banks  could  foreclose,  receive  a  man- 
agement fee  on  the  foreclosed  collat- 
eral, sue  for  a  deficiency  and  get  a 
bonus  from  the  government  on  any- 
thing they  collected.  In  effect,  the 
new  banks  became  bounty  hunters 
who  preyed  upon  all  borrowers  un- 
able to  repay  loans  with  cash  at  the 
exact  instant  demand  was  made.  The 
master  at  this  brutal  game  was  ncnb, 
now  called  NationsBank.  Bunker 
Hunt  first  made  the  joke  that  ncnb 
stood  for  "No  Cash  for  Nobody." 

No  other  area  in  the  world  has 
experienced  anything  like  the  finan- 
cial holocaust  visited  upon  Texas. 
Nevertheless,  most  areas  of  the  world 
have  their  share  of  financial  problems 
caused  by  asset  lending  versus  cash 
flow  lending.  Companies  with  worth- 
while capital  spending  projects  defer 
those  projects  because  they  can't  get 
financing  or  because  they  get  scared. 

The  big-picture-bear  theory,  to 
which  I  subscribed  for  a  long  time,  is 
that  the  prosperity  of  the  1980s  was  a 
function  of  a  dramatic  and  unparal- 
leled expansion  in  credit.  Therefore, 
as  credit  inevitably  contracted,  very 
hard  times  would  naturally  follow. 

And  so  Texas  suffered,  sank  into  a 
coma,  but  did  not  die.  The  Texas 
patient  is  recovering.  The  investment 
and  lending  opportunities  are  stun- 
ning. BankAmerica,  NationsBank 
and  many  others  are  actually  looking 
and  competing  for  loans.  The  only 
impediment  is  a  regulatory  frame- 
work that  almost  seems  designed  to 
discourage  banks  from  making  loans. 
Political  pressure  will  change  that. 

The  financial  contraction  that  hit 
Texas  took  place  sooner  and  was  more 
severe  than  the  one  that  has  taken 
place  throughout  most  of  the  rest  of 
the  world. 


The  most  troubled  lending  areas  in 
Texas  have  subsequentiy  become  the 
investment  areas  of  greatest  opportu- 
nity. Since  February,  for  example,  the 
price  of  natural  gas  has  doubled.  In 
February  gas  properties  were  trading 
based  upon  two-year  payouts.  Sellers 
now  feel  stupid,  and  buyers  feel  bril- 
liant. The  simple  laws  of  supply  and 
demand  were  at  work.  If  you  continue 
to  consume  natural  gas  and  you  do 
not  replace  the  natural  gas  that  you 
have  consumed,  eventually  demand 
will  outstrip  supply. 

Quality  real  estate  is  currently  trad- 
ing at  prices  that  yield  15%.  Risk-free 
returns  on  cash  are  3%.  This  is  the 
exact  reverse  of  the  sort  of  real  estate 
economics  so  popular  in  the  1980s. 
Rents  have  stopped  declining  and 
may  even  go  up  as  supply  diminishes. 

Economic  pessimists  should  take 
heart  from  the  Texas  experience.  It  is 
remarkable  that  earnings  have  held  up 
as  well  as  they  have,  given  scared 
bankers,  dumb  regulators,  scared 
consumers  and  a  global  slowdown.  So 
far,  the  stock  market  has  served  as  an 
unhappy  alternative  to  low  money 
market  yields. 

The  major  stock  market  indexes 
have  been  dominated  by  high-priced 
consistent  growers  like  Coca-Cola 
and  Merck.  I  would  focus  upon  cycli- 
cal and  commodity-type  businesses 
where  the  lack  of  new  capacity  will 
lead  to  much  higher  prices  if,  as  I 
think,  the  world  docs  not  come  to  an 
end.  I  would  look  to  the  papers, 
aluminum,  gold  mining  and,  as  al- 
ways, natural  gas.  Stocks  I  especially 
like  in  these  fields  are  Chesapeake 
Corp.  (22),  Kaiser  Aluminum  (9), 
Newmont  Mining  (39)  and  Mesa  Inc. 
(8).  I  think  that  over  the  next  three 
years  we  may  see  a  mind  boggling 
profits  recovery.  M 
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HE  NEWLY  MINTED 


Tiffany  Intaglio  Watch  Collection. 


In  horological  terms, 


it  boasts  a  hand-tooled 


quartz  movement  of 


legendary  Swiss  precision. 


Spiffy,  too. 
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bracelet,  $1,750. 

and  eighteen  karat  gold  on  an  ostrich  strap,  $1,800. 


Tiffany  &Q 


HILLS         SAN  FRANCISCO         SOUTH  COAST  PLAZA         SAN  DIEGO         DALLAS         HOUSTON         PALM  BEACH         WASHINGTON. 
ATLANTA         BOSTON         PHILADELPHIA         TORONTO         AND      SELECTED      FINE      STORES         TO  INQUIRE:  800-526-0649 


In  Philadelphia,  Washington,  Atlanta  and  other  big 
cities,  commercial  real  estate  is  going  begging.  So  why  is 
Congress  building  huge  new  office  complexes? 

Boondoggle 


By  Howard  Rudnitsky  with  Reed  Abelson 


The  office  building  vacancy  rate  in 
Philadelphia  stands  at  about  15%. 
Several  big  buildings  are  in  bankrupt- 
cy, or  close  to  it.  On  Oct.  30  the 
Senate  Committee  on  Environment 
&  Public  Works  approved  plans  to 
build  a  1 -million-square-foot  edifice 
in  downtown  Philadelphia,  to  house 
5,600  U.S.  government  employees. 

Scheduled  to  be  completed  in 
1996,  the  new  building,  when  all 
costs  are  included,  will  wind  up  cost- 
ing at  least  $250  million,  about  $250 
a  square  foot.  Yet  the  government 
could  purchase  commercial  space  in 
Philadelphia  at  $100  to  $125  a  square 
foot.  Some  Philadelphia  developers 
figure  that  federal  tenants  of  the 
building  will  pay  a  gross  rent  of  $28  a 


square  foot  to  occupy  the  space  in  the 
new  building  when  it  is  ready,  (gsa's 
own  figures  are  lower. ) 

But  today  the  government  is  paying 
only  $16to$19a  square  foot  to  lease 
renovated  space,  and  new  Class  A 
space  in  Philadelphia's  badly  de- 
pressed office  market  can  be  had  on  a 
20-year  lease  for  about  $24  a  square 
foot.  Also,  tenants  drawn  to  the  new 
building  will  hurt  owners  of  financial- 
ly shaky  existing  properties. 

Welcome  to  Porkville,  U.S.A.  The 
new  Philadelphia  building,  financed 
by  the  postal  service,  is  just  one  of 
some  55  major  federal  projects,  cost- 
ing over  $750  million,  that  Congress 
approved  in  October.  The  ultimate 
cost  will  undoubtedly  go  higher. 


In  front  of  the 
Washington 
Monument, 
the  Federal 
Triangle 
project  goes  up 
Its  costs 
are  exceeding 
expectations. 


The  Philadelphia  project  had  the 
open  support  of  Republican  Senator  I 
Aden  Specter,  who  was  in  a  very  close  I 
race  for  reelection.  Locals  say  Specter f 
won  a  narrow  victory  in  part  because' 
his    support    of  the    new    building 
helped  secure  the  support  of  Philadel 
phia's    construction    trade    unions. 

Fumes  Peter  Linneman,  director  of  j 
the  Wharton  School's  Real  Esta«~ 
Center:  "The  Philadelphia  building 
exemplifies  why  federal  spending  is 
out  of  control."  Complains  George 
Puskar,  chairman  of  Equitable  Life 
Assurance  Society's  Equitable  Real 
Estate,  which  is  headquartered  in  At- 
lanta: "Million-square-foot  or  more 
projects  in  downtown  Atlanta,  Phila- 
delphia, Washington  and  New  York 
will  further  hurt  struggling  office] 
properties,  which  would  lose  their 
government  tenants." 

Congress  also  approved  construc- 
tion of  a  1.4-million-square-foot  (oc- 
cupiable  space)  office  complex  in  At- 
lanta, where  the  downtown  and  mid- 
town  vacancy  rate  is  currently  25%i 
and  where  there  are  3  million  square 
feet  of  Class  A  office  space  standing 
empty  and  an  equal  amount  of  Class  B 
space.  The  Atlanta  building  is  expect- 
ed to  ultimately  cost  over  $300  mil- 
lion— roughly  $214  a  square  foot. 
Even  former  President  Jimmy  Carter 
was  rumored  to  have  been  enlisted  to 
phone  Howard  Metzenbaum  and 
other  uncommitted  congressmen  on 
the  committee  on  behalf  of  the  proj- 
ect. It  is  also  rumored  that  Carter's 
name  could  go  on  the  building. 

Balcor's  Atlanta  property  manage- 
ment office  hired  Arthur  Andersen  to 
analyze  the  project.  One  finding: 
Over  30  years  the  government  could 
save  $166  million  by  leasing  space  in 
largely  vacant  newer  buildings  instead 
of  constructing  a  brand-new  one. 

Last  year  Nye  Stevens,  the  General 
Accounting  Office  director  of  gov 
ernment    business   operations,    told 
Congress  that  today's  office  glut  is  an 
opportunity  to  buy  properties  held  by 
the  RTC  and  FDIC  from  bank  takeovers  ' 
and   foreclosures  at  fire-sale   prices. 
The  sensible  suggestion   apparently 
fell  on  deaf  ears.  "Since  then,"  says 
Stevens,  "the  GSA  hasn't  acquired  oiu 
property.  They  always  seem  to  ge 
excuses  from  the  federal  agencies  tha 
the  buildings  aren't  right  for  them." 

The  costliest  federal  office  buildin 


Ptar 

1*1 .» 

CDtaq 

i 

m 

m 

i 

In 


116 


Forbes"  December 7,  L99i 


Success  comes  in  many  varieties. 
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With  their  myriad  colors 
and  shapes,  butterflies 
are  among  nature's  most 
richly  varied  species.  Rich 
variety  is  also  found  in 
the  colors,  shapes  and 
patterns  of  "Ceran"  cook- 
top  panels.  A  range'top 
that's  proved  so  success- 
ful that  over  12  million 
have  been  sold  world- 
wide since  1972. 


It's  hard  to  beat  butterflies 
when  it  comes  to  the  variety  of 
colors  and  shapes.  In  fact, 
some  150,000  distinct  butterfly 
species  are  found  throughout 
the  world. 

While     not     quite    as 

diverse  as  the  butterfly,  variety 
is  also  a  key  to  the  success  of 
"Ceran"  glass-ceramic  cook- 
top  panels. 

Cooktop  manufacturers 

and  customers  can  choose 
from  over  300  different  combi- 
nations of  colors,  shapes  and 
patterns  to  adapt  to  any 
contemporary  kitchen  design. 
"Ceran"  glass-ceramic  panels 


can  be  found  in  over  12  million 
homes  throughout  the  world, 
and  they  provide  a  handsome 
smoothtop  cooking  surface 
that's  as  tough  as  it  is  beautiful. 
Hard,  non  -  porous  "Ceran" 
glass -ceramic  panels  never 
warp,  even  with  abrupt  changes 
in  temperature.  And  they're 
amazingly  easy  to  wipe  clean. 

"Ceran"  glass -ceramic 

panels  for  cooktops,  available 
from  Schott  America,  are  just 
one  example  of  how  Schott's 
innovative  development  re- 
sponds to  specific  needs.  In  to- 
day's world,  special  glass  helps 
keep  technology  advancing. 


Schott  worldwide: 


50,000  products,  50  produc- 
tion facilities,  represented  in 
more  than  100  countries,  with 
over  $  1.5  billion  in  sales. 
Schott  in  North  Amer- 
ica: 11  companies  employing 
more  than  1,800  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  39, 3  Odell  Plaza, 
Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 


THE  BEST  DEFENSE  IS  A 

GOOD  OFFENSE. 

THE  INNOVATIVE  THEORY  BEHIND 

THE  LEGEND  SAFETY  SYSTEMS. 


In  designing  the  Acura  Legend  Sedan,  some  of 
the  world's  most  gifted  engineers  arrived  at  a  relatively 
simple  conclusion:  The  most  effective  way  of  with- 
standing an  accident  is  to  avoid  one  in  the  first  place. 

To  this  end,  the  Legend  offers  the  responsive- 
ness of  a  200-horsepower,  24-valve  V-6.  The  precise 
handling  of  double-wishbone  suspension.  And  the 
steering  control  of  anti-lock  brakes  (ABS). 

Of  course,  should  trouble  prove  unavoidable, 
the  Legend  is  also  equipped  with  dual  air  bags  (SRS) 
and  automatic  seat  belt  tensioners.  Because  no  matter 
how  good  your  offense  is,  it  never  hurts  to  have  a  great 
defense,  just  in  case.  Call  1-800-TO-ACURA  for  infor- 

,  ,    ffi)ACURA 

mation  or  the  nearest  dealer.  V_V  precision  crafted  performance 
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Government  waste 


High-priced 
justice 

To  ease  the  strains  on  an 
overburdened  legal  system, 
Congress  is  expected  to 
increase  the  number  of  fed- 
eral judges.  But  where 
will  the  judges  be  cham- 
bered? Space  is  already 
short.  The  Administrative 
Office  of  the  U.S.  Courts 
estimates  taxpayers  will 
have  to  spend  at  least 
$750  million  a  year  for  the 
next  ten  years  on  new 
courthouses.  From  fiscal 
1988  to  1992  the  federal 
judiciary's  construction 
spending  averaged  $260 
million  a  year. 

Congress  has  been 
slow  to  appoint  new  judges 
but  quick  to  appropriate 
money  for  new  court- 
houses. On  Oct.  30,  for 
example,  Congress  ap- 
proved plans  to  put  up 
some  55  federal  buildings 
worth  $750  million;  of 
those,  about  half  were 
courthouse  projects,  or 


about  $375  million.  New 
courthouse  construction 
means  votes. 

Some  judicial  palaces 
are  going  up.  One  example: 
In  September,  Washing- 
ton, D.C.'s  massive  1 -mil- 
lion-square-foot Federal 
Judiciary  Building  was 
completed,  at  a  cost  of 
$105  million.  The  seven- 
story  granite-and-glass 
building  includes  a  two- 
story  underground  ga- 
rage, a  day  care  center,  and 
chambers  for  retired  Su- 
preme Court  justices. 
Chambers  for  senior-sta- 
tus federal  judges,  some  of 
whom  may  hear  just  one 
case  a  week,  are  common  in 
new  federal  courthouses. 

General  Services  Ad- 
ministration officials  say 
they  could  take  care  of 
the  federal  judiciary's  real 
estate  requirements  more 
efficiently.  But,  says  one 
GSA  staffer,  "The  judges 
want  majestic  buildings  in 
keeping  with  the  dignity 
of  the  judiciary,  and  they 
want  to  take  care  of  their 


New  Federal  Judiciary  Building  in  Washington,  D.C. 
A  lofty  price  for  a  place  to  serve  justice. 


needs  for  the  next  30  years. 
We've  tried  to  get  them 
to  accept  10-year  needs, 
and  we  can  add  an  annex 
if  and  when  needed.  But  at 
times  they  [the  judges] 
have  said  that's  inade- 
quate— and  federal 
judges  have  political 
clout."  And  they  know 
how  to  use  it. 

To  defray  some  of  the 
construction  costs,  Con- 
gress toyed  with  the  idea 
of  levying  federal  court  user 


fees  ranging  from  $260 
to  $536  per  case;  last  year 
such  a  fee  could  have 
raised  over  $400  million. 
But  the  Administrative 
Office  of  the  U.S.  Courts 
opposed  the  user  fee  idea 
on  the  grounds  that  it 
would  increase  filing 
costs,  and  possibly  prevent 
persons  with  legitimate 
complaints  from  using  the 
courts.  For  now,  Con- 
gress has  dropped  the 
proposal.  -H.R.  ■ 


i 


project  is  going  up  in  Washington, 
D.C.  It's  the  1.9-million-square-foot 
Federal  Triangle  project.  Finally  start- 
ed in  1991  and  due  to  be  opened  in 
1996,  its  cost  has  nearly  doubled  from 
gsa's  original  estimate,  to  $656  mil- 


lion— $345  a  foot  in  a  market  where 
$250  a  foot  buys  excellent  existing 
buildings.  When  completed,  says  the 
GSA,  Federal  Triangle's  rents  will  be 
$52  a  square  foot.  That's  well  above 
current  office  rates  in  Washington. 


Porkville,  U.S.A. 

Project/city 

Est  cost* 

Net  sq  ft 

Status 

Proposed 

($mil) 

(thousands) 

completion 

Office  building  /Oakland,  Calif. 

$150-$250 

800 

in  construction 

Aug  1993 

Foley  Square  office  &  courthouse  /  New  York 

400-750 

1,400 

in  construction 

Dec  1994 

HCFA  headquarters  /  Woodlawn,  Md. 

100-200 

700 

in  construction 

Dec  1994 

Office  building  /Atlanta 

300 

1,400 

in  design 

Dec  1994 

Office  building  /Philadelphia 

160-200 

1,000 

in  design 

Nov  1996 

IRS  headquarters  /  New  Carrollton,  Md 

150-250 

900 

in  procurement 

Aug  1997 

Office  building  and  courthouse  /  St.  Louis 

250 

600 

in  design 

Sept  1997 

Secret  Service  HQ/ Washington,  D.C. 

75-150 

600 

in  design 

Oct  1997 

FDA  HQ  /  Montgomery  &  Prince  Georges  counties,  Md. 

250-500 

1.000 

in  design 

Dec  1999 

'Excluding  additional  costs  like  interim  housing  and  property  management.    Source:  General  Services  Administration 

A  sampling  of  government-approved  projects  from  recent  years. 


Democratic  Senator  Daniel  Moy- 
nihan,  who  taught  urban  affairs  at 
Harvard,  helped  get  the  Federal  Tri- 
angle project  approved  in  1987  by 
promising  it  would  have  little  impact 
on  the  budget.  One  reason:  The  proj- 
ect was  financed  as  a  lease-purchase; 
in  a  lease-purchase  deal,  for  example, 
a  third  party  is  brought  in  to  sell  30- 
year  bonds  backed  by  a  30-year  gov- 
ernment lease,  so  only  one-thirtieth 
of  the  cost  shows  up  in  the  budget. 

Accounting  gimmicks  aside,  over 
30  years  Federal  Triangle  will  cost 
taxpayers  at  least  $656  million. 

Anyone  who  thinks  the  gaping  fed 
eral  deficit  has  curbed  Congress'  lust 
for  spending  just  isn't  paying  at  ten 
tion  to  these  government  office  build 
ing  projects. 

In  frustration,  GSA  head  Richard 
Austin  has  said,  in  the  past,  of  the 
Federal  Triangle:  'it's  probably  the 
biggest  boondoggle  to  come  down 
the  pike  in  a  long  time."  ■ 
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From  Italy  with  Taste. 
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The  elegant  red  wine  with  the  osso  buco  and  saffron  rice  is  a  Chianti  Classico  from  Tuscany  We  could  as 
easily  have  chosen  a  Torgiano  from  Umbna  or  a  Donnas  from  Valle  d'Aosta.  After  all,  the  20  regions  of 
Italy  produce  more  varieties  of  fine  wine  than  any  other  country.  And  they  go  with  any  foods  in  America. 

VINO 


Italian  Wines.  The  Quality  of  Life. 

©1992         Ah    ilALIAN  INSmuifc  EOR  FOKhlGN  T RAUt/ ICE.  ITALIAN  TRADE  COMMISSION,  WINE  CENTER   499  PARK  AVENUE.  NEW  YORK,  NY  10022 


Nothing  seems  to  have  gone  right  for  Olin  Corp. 
recently,  but  beneath  the  surface 
management  has  made  lots  of  progress. 

No  more 

adventurism 


By  Seth  Lubove 

IT'S    BEEN    A    ROUGH    YEAR    for    Olin 

Corp.,  the  S2.4  billion  (expected 
1992  sales)  diversified  maker  of 
chemicals,  metals  and  ammunition. 
Olin's  chemicals  are  the  key  ingredi- 
ents in  products  that  serve,  among 
other  depressed  markets,  the  auto, 
paper  and  housing  industries.  The 
nation's  largest  supplier  of  coinage 
metal  to  the  U.S.  Mint,  Olin  lost  sales 
as  the  mint  worked  down  inventories 
this  past  year.  The  defense  business  is 
declining  steadily. 

Even  the  weather  has  been  unkind: 
Olin's  swimming  pool  chemicals  sales 
dropped  sharply  because  of  cool,  wet 
weather  this  summer.  For  the  first 
nine  months,  Olin  earned  S50  million 
on  revenues  of  $1.8  billion.  Com- 
pared with  the  same  period  in  1991, 
that's  a  decline  of  12%  in  earnings 
(before  a  special  charge  in  1991 ). 

Just  when  the  company  thought 
things  couldn't  get  worse,  along  came 
the  Federal  Trade  Commission.  In 
November  the  ETC  rejected  Olin's 
plan  to  merge  its  defense  ordnance 
division  with  Alliant  Techsystems  in 
exchange  for  22%  of  Alliant's  stock. 
This,  despite  the  assurances  of  the 
U.S.  Army — the  biggest  buyer  of  am- 
munition— that  the  deal  made  sense. 

Then  Chief  Executive  John  John- 
stone Jr.  came  down  with  pneumonia. 

Back  at  his  desk  now,  fully  recov- 
ered but  a  bit  wan,  Johnstone  man- 
ages a  broad  smile.  What's  he  got  to 
smile  about? 

That  despite  its  current  woes,  Olin 
finally  is  on  the  way  to  solving  the 
problem  that  has  dogged  it  for  years:  a 
lack  of  clear  focus. 

Few  firms  can  match  Olin  for  what 
60-year-old  Johnstone  himself  calls  a 


history  of  corporate  "adventurism." 
Beginning  with  the  merger  between 
Olin  Industries  and  Mathieson 
Chemical,  Olin  has  owned  drugmak- 
er  Squibb,  raw  timberland,  and  mak- 
ers of  alpine  snow  skis,  cellophane  and 
flares  for  boats  and  cars.  There  were 
also  Winchester  rifles  and  shotguns, 
oil  and  gas,  nailguns,  home  building, 
mouthwash — even  one  curious  outfit 
that  made  paper  for  both  cigarettes 
and  Bibles.  Olin  was  a  classic  con- 
glomerate, but  while  conglomeration 
was  fashionable,  it  never  worked  well. 

In  1985  Johnstone  and  then- 
Chairman  John  Henske  undertook  a 
massive  streamlining  program  that 
cost  the  century-old  company  a  S330 
million  pretax  charge  that  year. 

Out  went  the  flares,  cellophane, 
skis,  cigarette  paper  and,  later,  photo- 
graphic chemicals.  Olin  vowed  to  fo- 
cus on  its  three  core  businesses:  met- 
als, chemicals  and  defense  and  sport- 
ing ammunition. 

But  it  wasn't  enough.  Profits  still 
lagged,  falling  32%  between  1989  and 
1990.  In  1991  Johnstone  announced 
yet  another  "streamlining."  Olin  got 
out  of  several  underperforming 
chemical  lines  such  as  industrial  phos- 
phates. The  charge  this  time:  $129 
million  pretax.  It  also  sold  its  Europe- 
an sporting  ammunition  business. 

What's  left  at  Olin  after  all  the 
reshuffling  are  several  niche  business- 
es— not  recession-proof  but  likely  to 
grow  and  be  profitable  over  the  years. 
Consider,  for  example,  the  first  phase 
of  Olin's  $100  million  investment  in  a 
30-million-pound  annual  capacity 
plant  in  Eake  Charles,  La.  that  will 
make  aliphatic  diisocyanatcs  (aim). 
These  specialty  chemicals  are  used  in 
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coatings  for  products  such  as  cars  and 
appliances  and  provide  a  shinier  coat 
than  they'd  otherwise  have  (the  high 
gloss  paints  on  GM's  new  Saturn  cars, 
for  instance,  use  aim).  The  price  dif- 
ference between  aliphatic  diisocyan-, 
ates  and  a  related  family  of  chemicals 
that's  more  of  a  commodity  is  huge: 
aim  sells  for  as  much  as  $15  a  pound, 
compared  with  80  cents  to  90  cents  a 
pound  for  Olin's  toluene  diisocyanate 
(TIM),  used  in  the  foam  for  furniture 
cushions,  carpet  pads  mk\  car  scats 

The  benefits  to  Olin  aren't  imme- 
diately visible,  however.  Startup  costs 
and   marketing  expenses  of   the  aim 
plant  have  been  high — about  a  SO 
cent-a-share  penalty  on  1992's  earn 
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ings.  "In  the  long  term  [adi]  will  be  a 
great  product  for  us,"  says  the  tower- 
ing 6-foot-9  Johnstone,  attired  in  the 
jeans  and  cowboy  boots  he  wears 
when  he's  indulging  his  passion  for 
bird  hunting  and  sporting  clays  (the 
clay  targets  are  released  randomly  and 
in  a  wooded  setting).  "But  those  are 
the  things  that  happen  when  you  try 
to  move  away  from  commodities  into 
specialty  products.  And  you  get 
rapped  on  the  knuckles  by  the  short- 
termers." 

Olin  has  been  in  the  brass  business 
ever  since  founder  Franklin  Olin,  who 
started  in  Illinois  with  blasting  pow- 
der, began  making  his  own  cartridges 
in  1917  when  the  East  Coast  brass 


cartel  of  the  time  shut  him  out.  Its 
sales  of  brass  alloys  should  approach 
$700  million  this  year. 

Here  again,  Olin  has  moved  away 
from  commodity  production.  The 
company  developed  the  technology 
for  the  cladmetal  sandwich  coins  that 
Have  been  used  in  the  U.S.  since  the 
mid-1960s,  and  dominates  that  high- 
margin  business.  It  now  makes  over 
50  different  brass  alloys  used  in  elec- 
tronics connectors  and  components, 
tools,  circuit  boards,  refrigerators  and 
air  conditioners.  At  the  same  time 
Olin  has  built  up  its  own  captive 
customer  base  to  keep  orders  flowing, 
even  in  a  bad  economy.  It  already 
supplies  its  Winchester  ammunition 


division,  the  nation's  largest  manufac- 
turer of  rifle,  pistol  and  shotgun  am- 
munition (the  famed  gun  business 
was  sold  in  1981 ).  Last  year  Olin  paid 
$82  million  for  A.J.  Oster  Co.,  the 
largest  national  brass  service  center 
business,  which  distributes  another 
60  million  pounds  of  Olin's  brass  a 
year  (and  little  of  the  competition's). 

Johnstone  has  made  other  im- 
provements, notably  in  reducing  cy- 
cle times  and  inventories.  For  in- 
stance, the  East  Alton,  111.  Winchester 
shotgun  shell  plant  used  to  keep  on 
hand  some  15  million  empty  plastic 
shell  casings  at  any  time,  resulting  in 
inventory  stacked  to  the  ceiling  in  a 
plant  that  actually  produces  1.5  mil- 
lion loaded  shells  a  day.  Under  a  year- 
old,  just-in-time  delivery  system,  the 
plant  keeps  about  a  million  casings  on 
hand.  In  the  rifle  and  pistol  ammuni- 
tion plant,  it  used  to  take  three  days  to 
convert  a  powder  loading  machine  to 
a  different  shell  gauge;  now  it  takes  16 
hours,  meaning  that  the  plant  can 
make  shorter  production  runs 
(500,000  rounds  instead  of  the  3 
million  minimum  before)  and  shrink 
its  inventory.  Both  moves  free  up 
working  capital. 

When  business  conditions  are  as 
sluggish  as  at  present,  the  results  of 
such  improvements  don't  show  on 
the  bottom  line.  But  economic  cycles 
do  turn,  and  Olin  serves  as  good  a 
cross  section  of  the  economy  as  any 
industrial  company.  As  the  economy 
continues  to  recover,  Olin's  improve- 
ments will  begin  to  pay  off.  At  the  end 
of  the  last  recession,  in  1983,  Olin's 
earnings  jumped  36%.  This  time,  ac- 
cording to  Sanford  C.  Bernstein  ana- 
lysts Michael  Goldstein  and  Giulio 
Martini,  streamlined  basic  industrial 
companies  such  as  Olin  should  expe- 
rience a  stronger  than  usual  profit 
recovery;  a  3%  increase  in  chlorine 
prices,  for  example,  adds  25  cents  a 
share  to  Olin's  earnings,  while  each 
half- point  increase  in  gross  margins 
boosts  earnings  by  50  cents  a  share. 
Analyst  Pat  O'Brien  of  County 
NatWest  expects  that  Olin  will  earn 
$2.55  this  year,  versus  last  year's  loss 
(after  charges).  But  that's  nothing 
compared  with  what  Olin  could  do 
when  some  of  the  slack  comes  out  of 
demand. 

All  Johnstone  needs  now  is  a  little 
help  from  the  economy.  H 
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If  one  of  the  less  savory  raiders  hadn't  made  a  pass 
at  it  a  half-dozen  years  ago,  the  tightly  focused, 
highly  profitable  Promus  Cos.  might  still  be 
sleepy  old  Holiday  Corp. 


It's  an  ill 
wind. . . 


By  Rita  Koselka 

Thk  popular  media  have  already 
named  the  1980s:  It's  the  GD  de- 
eade — greed  and  debt.  History  will 
render  a  more  sophisticated  verdict. 
For  all  the  excesses,  it  was  a  decade 
when  a  combination  of  mounting  for- 
eign competition  and  the  clamor  of 
dissatisfied  shareholders — a  threat 
rendered  effective  by  the  rash  of  junk- 
financed  takeovers — forced  discipline 
and  efficiency  on  many  loosely  run 
U.S.  businesses. 

Memphis-based  Promus  Cos.  (for- 
merly Holiday  Corp.)  is  one  that  has 
emerged  the  stronger  for  the  ordeal. 
In  1986  Donald  Trump  bought  5%  of 
Holiday  Corp.  and  put  it  into  play. 
Franchisor  of  over  1,600  Holiday 
Inns  and  owner  of  four  Harrah's  casi- 
nos, Holiday  was  out  of  favor  in  the 
stock  market.  A  1983  appraisal  valued 
the  real  estate,  franchise  agreements 
and  gambling  operations  at  $2.7  bil- 
lion. By  early  1986  that  value  had 
almost  certainly  grown  substantially. 
Yet  Holiday  had  a  market  value  of  not 
even  $1.5  billion. 

Holiday's  chief  executive,  Michael 
Rose,  now  50,  prepared  to  fight  back. 
A  6-foot-6  Harvard-trained  lawyer, 
he  was  more  than  a  match  for  Trump. 
Rose  hired  First  Boston  and  James  D. 
Wolfensohn  to  defend  him,  even  hir 
ing  the  much  feared  Drexel  Burnham 
to  keep  it  out  of  Trump's  camp.  He 
then  had  Holiday  do  a  leveraged  re- 
capitalization. Ending  up  with  $2.4 
billion  of  debt,  half  of  it  in  junk  bonds, 
Rose  used  $1.6  billion  of  the  money 
to  pay  a  cash  dividend  of  $65  a  share. 
Shareholders  were  delighted,  and  the 
debt-burdened  company,  now  with  a 
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negative  net  worth  of  almost  $800 
million,  was  no  longer  a  takeover 
target.  After  the  recapitalization,  a 
10%  stake  was  held  by  the  top  manag- 
ers, thus  providing  them  with  an  in- 
centive; Rose  himself  had  2.3%. 

Having   to   meet   annual   interest 
payments  of  $270  million  with  a  neg- 


ative net  worth  wonderfully  concen- 
trates a  manager's  mind.  Rose  set 
about  dealing  with  problems  that  had 
been  allowed  to  fester  in  the  easy  days. 
Holiday  Inns  were  getting  older,  re- 
quiring expensive  upkeep  and  renova- 
tion that  some  poorly  performing 
franchisees  were  unwilling  or  unable 
to  pay  for.  The  chain  also  was  under 
assault  from  other,  more  targeted, 
chains.  Holiday  itself  had  already 
started  the  Hampton  Inns  chain  for 
the  budget  market  and  the  all-suite 
Embassy  Suites  hotels.  Its  new  chains 
showed  great  potential,  but  a  debt- 
burdened  parent  was  hard  put  to  fi- 
nance them.  Holiday's  gambling  op- 
erations were  profitable  but  required 
more  investment  to  expand  faster. 

In  October  1989  Rose  made  a 
tough  decision.  He  would  sell  the 
relatively  mature  Holiday  Inns  busi- 
ness and  concentrate  on  the  growth 
businesses.  He  sold  the  Holiday  Inns 
brand  to  Bass  Pic,  the  U.K.  brewer, 
for  $2.2  billion,  virtually  all  of  it  in  the 
form  of  assumption  of  the  company's 
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debt.  It  was  a  fortuitously  timed  sale 
at  an  excellent  price. 

Holiday  Corp.  then  raised  $1.1 
billion  in  new  debt,  most  of  which 
went  to  paying  shareholders  a  $30 
dividend.  The  remaining  assets  were 
named  Promus — Latin  for  "one  who 
serves" — meaning  serving  sharehold- 
ers, franchisees  and  guests. 

From  a  company  with  revenues  of 
$1.6  billion,  Promus  had  shrunk  to  a 
business  with  revenues  of  $1  billion. 
But  it  was  now  more  sharply  focused. 
A  solid  85%  of  those  revenues  come 
from  the  gambling  operations,  the 
rest  from  franchise  and  other  fees 
from  the  Hampton  Inns,  Embassy 
Suites  and  the  recently  established 
Homewood  Suites  hotel  businesses. 

There's  a  recession  on,  but  you 
wouldn't  know  it  from  Promus;  its 
earnings  this  year  are  expected  to  rise 
60%,  to  $1.60  per  share,  from  $1  in 
1991.  Any  shareholders  smart 
enough  to  have  reinvested  their  cash 
dividends  since  1986  in  more  Promus 
shares  would  today  have  $75,000  for 
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ever>'  $10,000  originally  invested. 

Through  the  first  three  quarters  of 
1992,  Promus'  450  franchisee!  hotels 
had  revenues  up  42%  over  last  year,  on 
a  10%  increase  in  rooms.  Industry- 
wide, occupancy  rates  average  64%; 
Promus'  hotels  average  73%.  Most 
tellingly,  at  a  time  of  widespread  hotel 
discounting,  Promus'  revenue  per 
available  room  has  risen  around  7%. 

Promus'  hotel  chains  do  so  well 
because  they  are  new  and  give  value 
that  distinguishes  them  from  the  run- 
of-the-mill  operation.  Embassy  Suites 
offer  a  guest  two  rooms,  breakfast  and 
cocktails  for  $88 — the  price  of  many 
single  hotel  rooms.  Hampton  Inns, 
which  don't  have  restaurants  or  con- 
ference rooms,  are  clean,  safe  and  go 
for  $45.  Homewood  Suites  are  mid- 
priced  suites  for  extended- stay  guests. 

Rose  has  been  innovative  in  other 
ways.  He  instituted  an  unqualified 
money- back  guarantee  for  the  hotel 
group.  Any  customer  not  happy  with 
his  stay  at  a  Promus  hotel  can  get  his 
money  back.  While  few  customers 
take  advantage  of  the  guarantee,  it 
works  as  a  powerful  incentive  to  keep 
franchisees  on  their  toes. 

Interviewed  at  Promus'  elegant 
headquarters  in  a  lovingly  restored 
turn-of-the-century  Memphis  man- 
sion stuffed  with  Asian  art,  Rose  ex- 
plains his  strategy  of  adding  value 
rather  than  cutting  room  rates:  "I 
think  discounting  is  a  very  long  term 
defeatist  strategy  and  it's  not  cyclical. 
You've  told  customers  that  your 
products  are  not  worth  as  much  as 
they're  paying.  We  won't  do  it." 

Rose  has  taken  this  brand -building 
concept  to  his  casinos.  In  a  somewhat 
seamy  industry,  Bill  Harrah's  reputa- 
tion was  pristine.  That  was  a  major 
reason  Rose  bought  Harrah's  compa- 
ny in  1980,  a  year  after  Harrah's 
death.  Promus  now  owns  casinos  in 
all  five  major  U.S.  gambling  markets: 
Las  Vegas,  Lake  Tahoe,  Reno  and 
Laughlin  in  Nevada,  and  Atlantic 
City,  NJ.  Harrah's  focuses  on  the 
middle-market  gambler.  It  doesn't 
court  the  often  fickle  high  rollers  as  do 
Caesars  World  and  Mirage  Resorts, 
because  high  rollers  produce  volatile 
earnings.  Harrah's  Lake  Tahoe  and 
Reno  casinos  are  market  leaders.  Har- 
rah's Atlantic  City  has  the  best  mar- 
gins of  any  casino  in  the  city. 

In  an  era  when  debt  has  become  a 


somewhat  dirty  word,  Rose  runs  a 
company  that  still  has  a  high  debt 
ratio:  $840  million  on  equity  of  $375 
million.  But  handling  it  is  no  prob- 
lem, what  with  Promus'  earnings  cov- 
ering debt  service  2.5  times. 

Rather  than  worrying  about  reduc- 
ing debt,  Rose  is  concentrating  on 
opportunities  for  expanding  his  gam- 
bling operations.  While  Mirage  and 
Trump  concentrate  in  Las  Vegas  and 
Atlantic  City,  Rose  has  chips  all  over 
the  roulette  wheel. 

He's  had  a  few  setbacks  lately.  In 
partnership  with  the  wealthy  Belz  real 
estate  family  of  Memphis,  Promus 
just  lost  a  referendum  on  a  casino 
proposal  for  DeSoto  County  in 
northern  Mississippi,  only  a  mile 
south  of  Memphis.  It  also  lost  a  joint 
bid  with  Mirage  Resorts  to  build  a 
$400  million  casino  in  New  Orleans 
to  a  partnership  of  Caesars  and  devel- 
oper Christopher  Hemmeter. 

These  setbacks  are  in  part  the  result 
of  prudence:  A  highly  disciplined 
man,  Rose  won't  bid  more  than  he 
thinks  a  property  is  worth.  So  it's  on 
to  other  opportunities.  There  are  two 
soon -to -be -floated  casino  riverboats 
in  Joliet,  111.  and  Vicksburg,  Miss., 
and  proposed  riverboats  in  Louisiana 
and  Missouri.  In  mid-November 
Rose  placed  another  chip  on  the 
wheel  when  Promus  bought  20%  of 
Sodak  Gaming  Supplies.  Sodak  is  the 
exclusive  distributor  of  International 
Game  Technology  slot  machines  to 
Indian  reservations.  Promus  now  has 
an  entree  to  reservations  to  manage 
their  gambling  operations  for  a  fee. 

Raymond  lames  &  Associates  gam- 
ing analyst  Bruce  Turner  is  very  high 
on  Promus,  even  though  its  shares  are 
selling  at  a  rich  26  times  this  year's 
estimated  earnings:  "What  distin- 
guishes Promus  is  that  it  clearly  un- 
derstands the  strategic  opportunities 
in  the  gaming  market  and  has  strate- 
gies to  exploit  them.  The  other  majors 
are  wedded  to  mega-properties,  while 
Promus  recognizes  how  high  the  re- 
turn on  investment  in  these  other 
[smaller]  opportunities  can  be." 

Had  Donald  Trump  not  made  an 
unwelcome  pass  at  Holiday  back  in 
the  heyday  of  takeovers,  would  Pro- 
mus Cos.  still  be  a  rather  tired,  sprawl- 
ing operation  instead  of  a  highly  effi- 
cient operation  with  a  clear  idea  of 
where  it  is  going?  Possibly.  WM 
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On  the  premise  that  privatized  litigation  is  a  lot  cheaper 
and  faster,  a  lot  of  businesses  are  bypassing  the  courts 
and  turning  to  private  arbitration  services. 

Privatizing 


justice 


By  Richard  Phalon 

CAN  a  NETWORK  of  private  courts  turn 
good  profits  by  capitalizing  on  the 
shortcomings  of  the  U.S.'  bloated 
and  inefficient  legal  system? 

A  trio  of  canny  venture  capitalists 
are  betting  that  it  can  be  done.  They 
are  privatizing  justice  with  a  new 
breed  of  professional  service  compa- 
ny. It  aims  to  help  business 
litigants  stay  out  of  the 
overcrowded  and  ruinously 
costly  state  and  federal 
courts.  It  provides  an  alter- 
native venue  where  neutral 
hearing  officers  can  help 
settle  disputes  through  a 
mix  of  mediation,  mini  tri- 
als and  arbitration. 

The  venture  capitalists 
involved  are  E.M.  War- 
burg, Pincus  &  Co.,  Inc., 
Point  Venture  Partners  and 
Massey  Burch  Investment 
Group  Inc.  Warburg,  Pin- 
cus has  put  up  about  $17 
million  for  a  more  than  60% 
interest  in  the  field's  big- 
gest firm,  the  Orange, 
Calif-based  Judicial  Arbi- 
tration &  Mediation  Ser- 
vices Co.  (jams).  Point 
Venture  and  Massey  Burch 
have  combined  on  a  $3  mil- 
lion investment  in  the  second  biggest 
in  the  field,  Endispute  of  Washing- 
ton, D.C.  (The  number  three  firm, 
Judicate,  Inc.,  has  got  problems.  Sec 
box,  p.  128) 

This  is  not  startup  money.  Both  are 
late-stage  expansion  investments  that 
have  enabled  jams  and  Endispute  to 
push  their  hearing  rooms  into  big-city 
markets  (New  York,  for  one)  that 
should  add  significantly  to  revenues. 


The  gross  comes  from  administra- 
tive fees  (generally  around  S125  per 
part)'  in  a  dispute)  and  hearing 
charges  (around  S2,500  and  up  for  an 
eight-hour  day),  often  split  40-60  or 
50-50  with  the  presiding  judge. 

Revenue  growth  (up  130%  and 
826%  since  1988  for  Endispute  and 


jams,  respectively)  shows  there  is  real 
demand  for  relief  from  the  jammed 
dockets  and  killer  jury  awards  oft  he- 
courts.  The  great  selling  points  for 
ADR  (Alternative  Dispute  Resolution 
in  the  jargon  of  the  trade)  are  "speed, 
low  costs  and  privacy,"  says  Point 
Venture  partner  Kent  L.  Engelmeier. 
Michael  J.  Dontzin,  chief  judicial 
officer  at  Endispute's  New  York  of 
fice,  demonstrated  the  kind  of  speed 


adr  can  get  up  recently  when  he 
settled  1 3  personal  injury'  cases  in  one 
day's  work.  It  was  a  package  deal- 
one  insurance  company  facing  three 
law  firms  that  represented  several' 
plaintiffs  each.  They  were  not  easy 
cases.  One  of  them,  for  example,  cen- 
tered on  a  70-year-old  woman  who 
had  been  dropped  from  an  ambulettej 
and,  among  other  injuries,  refrac- 
tured  a  leg  that  was  still  in  a  cast  from  a] 
previous  accident. 

Dontzin,  69,  like  all  the  members  I 
of  the  Endispute  (and  jams)  judicial! 
panel,  is  a  jurist  of  considerable  dis- 
tinction. In  his  17  years  on  the  Newl 
York  State  Supreme  Court  bench,  hel 
was  regularly  assigned  complicated! 
multiparty  disputes  in  medical  mal- 
practice and  product  liability  issues,1 
among  others.  He  is  a  practiced  hand] 
at  keeping  the  testimony  and  the  wit- 1 
nesses  moving. 

It  was  those  skills,  plus  some  artful! 
shuttle  diplomacy  among  the  parties,! 
that  enabled  him  to  help 
bring  the  insurance  cases  toj 
a  close  so  quickly. 

What    pleased    Dontzin  I 
most  about  the  day's  work 
was  that  "everybody  came 
away     with     something." 
The     insurance     company  I 
was   spared    the    litigation! 
costs  it  would  have  run  up  if] 
each  of  the  cases  had  beerf 
tried  separately;  the  plain- 
tiff's lawyers  were  able  tol 
pocket  their  share  of  the] 
settlements  with  no  theat-l 
rics,   and   the   injured   gotl 
paid  off  a  lot  more  quickly! 
than  if  they  had  opted  for 
regular  court   proceeding. 
Anyone  who  didn't  like  the| 
terms  could  still  have  exer- 
cised   the   courthouse   op 
tion.  In  this  case  none  did.) 
The  range  of  options  is 
broad.   Litigants  can  elect 
arbitration  in  which  the  hearing  ofli 
cer  comes  down  with  a  binding  settle- 
ment.   Other  options:    "mini    trial' 
mediations  with  procedural  rules  thail 
enable  each  side  to  smoke  out   tin.) 
other's  evidential  guns;  hybrid  medial 
tion  arbitrations  that  may  or  may  no| 
carry  the  courthouse  option. 

Flexibility  is  the  operative  rule.  Me  j 
diation,  for  example,  an  attempt  t< 
facilitate    a    settlement,    sometime  | 
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Compliments  of  the  Season 
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4 4... [The  Glenlivet  Distillery]  produces  a 
delicate  and  full  flavoured  whisky 
which  is  unarguably  the  most  famous, 
if  not  the  greatest  in  the  world.  /  / 

-Derek  Cooper 
Whiskies  of  Scotland 


44  No  excuse  is  needed  for  giving 
this  whisky  pride  of  place  among 
the  malts,  for  The  Glenlivet 
has  been  the  prince  of  whiskies 
for  over  a  hundred  years.  // 

-R.J.S.  McDowall, 
The  Whiskies  of  Scotland, 
New  Amsterdam  Books 
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Brighten  the  holidays 

To  give  someone  the  highest  of 
compliments  with  a  gift  of  the 
finest  single  malt  in  existence, 
just  call  1-800-238-4373  to  ensure 
the  brightest  Christmas  in  years. 
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The  Father  of  All  Scotch. 


©  1 992  Imported  by  The  Glenlivet  Distilling  Company,  N.  Y. ,  N.Y.  1 2-year-old  single  malt  Scotch  whisky.  Ale  43%  by  vol.  (86  proof)  The  Glenlivet  is  a  registered  trademark. 


Arbitration  services 

blends  into  a  kind  of  mini  trial.  That 
happened  recently  when  Endispute 
Vice  President  Michael  D.  Young  was 
assigned  to  see  if  one  speeial  class  of 
15  claimants  seeking  some  $75  mil- 
lion in  damages  could  be  settled  out 
of  the  U.S.  Home  Corp.  bankruptcy. 
For  the  most  part,  the  1 5  were  condo- 
minium owner  associations.  Their 
contention  was  that  the  bankrupt 
Houston  construction  firm  had  stuck 
them  with  defects  like  cracked  foun- 
dations and  leaky  roofs.  If  the  claims 
could  not  be  settled,  they  would  have 
to  be  tried — a  possibility  that  would 
have  dragged  the  main  bankruptcy  on 
forever. 

Thus,  Michael  Young  and  his  col- 
leagues brought  to  bear  both  con- 
struction lore  ("Is  it  the  father  of  all 
repair  jobs  or  just  a  baby  of  repair 
jobs?")  and  state  law  (Has  the  statute 
of  limitations  run  out  on  the  warran- 
ty?) as  a  preliminary'  to  negotiating 
settlement  numbers  with  more  than  a 


dozen  sets  of  lawyers. 

It  took  four  days  of  bargaining  to 
settle  the  biggest  claim — a  $24  mil- 
lion item.  But  in  the  end,  says  Young, 
"Everybody  came  out  better  than  if 
the  cases  had  gone  to  trial.  The  trans- 
action costs  were  lower,  the  claimants 
eliminated  risk  by  settling  and  they 
got  their  money  right  then  instead  of 
three  years  from  now." 

JAMS  clients  like  Richard  Simmons, 
deputy  general  counsel  of  the  Char- 
lotte, N.C.  -based  NationsBank 
Corp.,  makes  much  the  same  point. 
"We've  used  jams  30  or  40  times  in 
tough  mediations,"  he  says,  "and 
have  saved  millions.  Do  you  know 
what  it's  like  for  a  lender  to  go  in  front 
of  a  jury  to  collect  on  a  loan  in  reces- 
sionary times  like  this?" 

Warren  Knight,  63,  who  started 
jams  in  1979  after  eight  years  as  a 
California  state  trial  judge,  doesn't 
quarrel  with  endorsements  like  that. 
His  experience  on  the  bench  con- 


vinced him  there  "had  to  be  a  betti 
way  to  settle  disputes  than  litigation 

Okay,    but    middlemen    like    tl 
American     Arbitration     Associatio 
have  been  around  more  than  half  ag 
century.    What's    so    special    about! 
jams — or  Endispute,  for  that  matter? 

"The  quality  of  our  judges,"  savs 
Knight.  "No  attorney  can  look  at  our: 
panel  and  see  the  stereotype  of  an 
arbitrator  or  mediator,  a  compromis-J 
er  who  will  split  things  down  the! 
middle." 

Endispute's  Michael  Dontzin,  not 
surprisingly,  also  thinks  judges  makq 
the  difference.  "One  big  problem 
with  the  courts  is  that  lawyers  are  byl 
nature  adversarial.  They're  trained  toj 
be  adversaries.  These  days  I  can  tell 
them,  'Okay,  drop  the  shtick.  Herd 
we  don't  have  to  fight.  Let's  sit  down 
and  settle  this  thing.'  " 

Private  enterprise  does  most  things 
better  than  governments  can.  Why 
not  commercial  litigation,  too?      ■! 
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Jordan  Belfort 
Cashing  in. 


As  you  would  expect 
from  a  fast-growing  busi- 
ness, judicial  arbitration 
is  attracting  some  question- 
able characters. 

The  Securities  &  Ex- 
change Commission  con- 
tends that  Jordan  Bel- 
fort's  brokerage  firm,  Strat- 
ton  Oakmont,  Inc., 
which  shares  the  same  ad- 
dress as  Judicate  Inc.'s 
Lake  Success,  N.Y.  offices, 
is  a  boiler  shop. 

The  hard-selling  Bel- 
fort  (Forbes,  Oct.  14, 
1991)  is  fighting  the  SEC 
request  for  an  injunction 
that  would  run  to  him 
and  two  associates.  Stratton 
Oakmont's  attorney  Ira 
Lee  Sorkin  insists  that  the 
SEC  probe  does  not  in- 
clude Judicate.  The  sec  is 
not  talking,  but  it  seems 
possible  that  Judicate  will 
be  given  at  least  a  once-    . 
over  by  investigators. 

Consider:  The  compa- 
ny has  been  running  in  the 
red  ever  since  it  was  taken 
public  in  1985  at  $1  per 
one  share -one  warrant 


unit.  Options,  granted  for  a 
variety  of  management 
sendees  and  exercised  at 
prices  well  below  the 
market,  have  generated  a 
lot  of  dilution  (outstand- 
ing common  shares  have 
climbed  from  2.25  mil- 
lion to  15.6  million  since 
the  original  offer). 

sec  filings  tracked  by 
Bloomberg  Business  News 
show  that  insiders  in  one 
60-day  period  last  summer 
sold  290,000  shares  at  re- 
ported prices  ranging  from 
$  1 .38  to  as  much  as  $2  a 
share.  They  also  filed  no- 
tices of  intent  to  sell  an- 
other 750,000  shares. 
Many  of  the  options  were 
granted  at  prices  as  low  as 
50  cents  a  share. 

Among  the  sellers:  J. 
Burton  Anderson,  an  exec 
utive  vice  president  of  Ju- 
dicate who  was  a  vice  presi 
dent  of  Belfort's  broker- 
age firm  from  May  1990  to 
May  1991,  and  Michael 
A.  Valenoti,  a  recently  re 
signed  Judicate  director 
who  was  operations  direc- 


tor at  Stratton  Oakmont. 

Many  of  the  sales  took 
place  around  the  time  the 
company  told  Bloom- 
berg it  expected  to  break 
even  or  report  a  small 
profit  in  the  fourth  quarte 
The  company  now  claims 
it  was  misquoted. 

According  to  Chief  Ex- 
ecutive Victor  Wang,  Bel- 
fort  exercised  options  and 
sold  3  million  shares  about 
a  month  ago.  A  company 
in  which  Belfort  is  a  princi- 
pal stockholder  held  op- 
tions for  1.5  million  shares 
at  an  aggregate  exercise 
price  of  $50,000.  Belfort 
directly  owned  options 
on  another  1 .5  million 
shares,  exercisable  at  50 
cents  a  share.  Their  exercise 
was  keyed  to  modest  in- 
creases in  Judicate 's  sales. 

Judicate  has  managed 
to  settle  a  flurry  of  other 
litigations,  including  a 
suit  brought  by  its  former 
president  and  a  claim 
brought  by  the  stockhold 
ers  of  a  company  acquired 
several  years  ago.    R.P. 
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The  forefathers  of  the  State  of  Virginia  were 
given  a  simple  directive  —  settle  and  trade. 

To  achieve  that  mission  in  the  New  World,  these 
settlers  from  London's  Virginia  Company  first  had  to 
redefine  the  very  fiher  of  their  world.  They  developed 
new  products  like  tobacco  that  they  could  make  in 
Virginia  and  market  in  Europe.  In  doing  so,  they 
championed  the  first  successful  business  venture  in 
America,  and  started  down  a  path  that  saw  the  New 
World  eclipse  the  economic  importance  of  the  old  one. 


THE 


Nearly  400  years  later,  we're  again  confronting 
a  changing  paradigm.  As  we  approach  the  year 
2000,  we're  facing  a  truly  global  economy,  one  that 
requires  new  approaches  to  business,  government, 
education  and  competitiveness. 

Virginia  is  living  out  its  cultural  heritage  by 
remolding,  reshaping  and  redefining  itself  to 
meet  the  challenges  of  a  changing  era.  Its 
mission:  to  meet  the  New  World  once  more 
with  vital  ideas  about  business  and  economic 
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"Location  is  absolutely  critical,"  says  Governor 
L.  Douglas  Wilder,  "and  in  Virginia,  it's  unparalleled. 
We  have  the  fastest  growing  airport  in  the  United 
States.  We  have  thousands  of  miles  of  rail  and  a  web 
of  interstates.  We  have,  perhaps,  the  finest  natural 
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"Location  is  absolutely  critical,  and  in  Virginia, 
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development  so  that  the  Commonwealth  will 
lead  the  nation  into  the  future. 
THE  BEST  MANAGED  STATE  IN  AMERICA. 

Effective  economic  development  rests  upon 
sound  but  simple  elements  with  which  Virginia 
is  richly  endowed.  Location  is  one:  The  central-most 
state  on  the  Eastern  Seaboard,  Virginia  offers 
unrivaled  access  to  key  markets.  Over  50%  of  the 
total  U.S.#  population  is  within  500  miles  of 
Richmond,  Virginia's  capital. 


harbor  in  the  world  at  Hampton  Roads." 

As  a  measure  of  its  economic  stability,  Virginia 
balanced  its  latest  budget  without  raising  taxes,  one  of 
only  two  states  to  do  so  according  to  Financial  World 
magazine,  and  was  recognized  by  that  publication  as  the 
nation's  best  managed  state.  The  state's  triple-A  bond 
rating  is  testimony  to  this  fiscal  stability. 

"We  accomplished  all  that  without  raising  taxes," 
Governor  Wilder  notes.  "As  a  result,  Virginia  is  a 
better  place  to  do  business."  Wilder  points  to 
environmental  permitting,  for  instance,  in  which 
four  departments  were  merged  into  one,  dramatically 
speeding  approval  processing. 

The  results  speak  for  themselves.  Virginia,  says 
Wilder,  has  received  more  than  $2  billion  of  capital 
investment  since  January  of  1990.  With  it  came 
37,000  new  jobs  and  427  companies  announcing 
plans  to  build  or  expand  operations.  During  the 
same  period,  there  were  more  than  500  requests  for 
site  studies  and  more  than  1,100  visits  to  Virginia 
by  industrial  prospects. 

"When  you  add  it  all  up,"  says  Wilder,  "the  numbers 

seem  to  validate  what  we've  known  all  along:  Virginia 

is  a  great  place  to  do  business." 

THE  NORTHERN-MOST 

RIGHT-TO- WORK  STATE  EAST  OF  THE 

MISSISSIPPI. 

In  1987,  General  Electric  Co.  and  Fanuc  Ltd. 

of  Japan  formed  a  joint  venture  to  manufacture 

computer-based  equipment  and  software  to  control 

the  sequencing  and  movements  of  factory  machinery. 
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The  resulting  company,  called  GE  Fanuc,  could 
have  set  up  operations  anywhere  in  the  world.  Why 
did  they  choose  Charlottesville,  Virginia? 

According  to  company  President  and  CEO  Bob 
Collins,  "We  found  a  highly  skilled,  motivated 
employee  pool  here  that  has  given  us  a  real 
competitive  advantage."  To  pick  the  best  workers 
from  the  pool,  GE  Fanuc  used  the  free  screening 
services  of  the  Virginia  Employment  Commission. 

"With  their  help,"  says  Collins,  "we've  been 


able  to  show  that  manufacturing  works  best 
when  placed  in  the  hands  of  people  who  have  the 
freedom  to  think  creatively." 

And,  indeed,  they  have.  In  1989,  GE  Fanuc 
dramatically  increased  their  employees'  involve- 
ment in  decision  making  and  problem  solving. 
Dramatic  improvement  resulted.  Approval  cycles 
were  reduced  by  25  percent.  $150,000  was  saved  in 
scrap  and  rework.  New  product  development  time 
was  reduced  up  to  74  percent.  Manufacturing  costs 
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one  can  talk  about  commitment  to  economic 
development,"  says  Cathleen  Magennis,  Secretary  of 
Economic  Development,  "but  the  question  is:  Do 
they  have  the  resources  and  the  programs  to  back 
up  their  claims?  Do  they  have  a  track  record  of 


"The  Commonwealth  took 

the  lead  in  navigating  the  vast  complexities 

of  Ex-Im  financing," 


were  lowered  almost  40  percent.  Inventories  were 
slashed  by  38  percent. 

For  their  accomplishments,  GE  Fanuc  was 
recently  named  one  of  the  10  best  plants  in  America 
by  Industry  Week  magazine.  Collins  gives  credit  where 
credit  is  due. 

"GE  Fanuc  owes  its  success  to  the  quality  of 
Virginia  workers." 

VIRGINIA  MEANS  BUSINESS  SERVICES, 
.  NOT  BUSINESS  TAXES. 

"Anyone  can  say  they  are  pro-business.  Any- 


programs  that  make  an  impact  on  the  lives  of 
their  corporate  citizens?" 

In  Virginia,  pro-business  means  getting  results. 
For  50  years,  Maecor  International  Ltd.  in  Sandston, 
a  suburb  of  Richmond,  prospered  by  serving  small 
to  mid-sized  food  processors.  But  during  the  1980s, 
the  founder's  grandson  Stephen  C.  Nunn  saw 
his  business  alter  dramatically.  The  industry 
consolidated,  and  regional  players  disappeared  and 
were  replaced  by  mega-processors  who  had  little 
regard  for  the  personal  relationships  on  which 
Maecor's  business  relied. 

To  stay  viable,  Nunn  had  to  find  new  markets. 
Exporting  was  the  logical  outlet,  but  he  needed  to 
find  out  how  to  get  American  products  into  foreign 
markets.  As  soon  as  he  concluded  that  Mexico  was 
the  perfect  market  for  him,  the  Commonwealth 
helped  give  him  exposure  at  a  Commerce 
Department  trade  show.  This  exposure  paid  off  in 
the  form  of  new  contracts  for  Nunn.  But  when  he 
landed  a  really  big  fish  —  outfitting  a  state-of-the-art 
meat-processing  plant  being  built  by  Cortes  y 
Procesos  de  Came  in  Sonara,  Mexico  —  he  faced  a 
classic  Catch-22  situation:  The  business  was  there, 
but  the  financing  to  fund  production  wasn't. 

"The  U.S.  Export-Import  Bank  was  ready  to 
guarantee  money  on  accounts  receivable,"  says  Nunn. 
"But  we  needed  working  capital." 

Nunn  relied  on  the  Commonwealth  to  help 
identify  loan  programs  within  the  Ex-Im  Bank  that 
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he  was  unaware  of.  He  also  turned  to  Virginia's 
development  professionals  to  learn  about  their 
unique  loan  repackaging  program  that  cuts 
through  layers  of  red  tape. 

"The  Commonwealth  took  the  lead  in 
navigating  the  vast  complexities  of  Ex-Im 
financing,"  says  Nunn.  The  result  was  a  $650,000 
sale,  six  times  larger  than  anything  Maecor  had 
previously  landed.  The  company  has  since  used 
the  contract  to  secure  a  beachhead  in  the  vital 


and  growing  Mexican  market  for  American  meat- 
packing machinery. 

NO  STATE  DELIVERS  LIKE  VIRGINIA. 

Development  runs  on  infrastructure,  and  in 
this  category,  Virginia  boasts  nearly  1,100  miles  of 
highways,  3,300  miles  of  rail,  the  world-class  Tort 
of  Hampton  Roads,  with  its  unique  inland  link  at 
Front  Royal,  and  Dulles  International  Airport. 

The  daily  confluence  of  goods  and  services  across 
this    network   paints    a    portrait    of    economic 
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also  helps.  Three  of  the  port's  terminals  are  managed 
by  the  Virginia  Port  Authority.  The  remaining  two 
are  privately  operated.  The  results  are  some  of  the 
best  rates  and  service  on  the  Eastern  Seaboard. 

But  cargo  moves  on  more  than  just  water. 


"Throughout  history,  civilization  has 

gathered  at  the  crossroads  of  commerce.  And 

today,  those  crossroads  are  airports." 


development  at  its  most  sophisticated  level. 

Nowhere  is  this  more  apparent  than  at  Hampton 
Roads,  the  country's  largest  natural  deep-water  port 
that  in  1991  accounted  for  73  million  tons  of  foreign 
trade  —  a  figure  that  is  still  growing. 

The  port  keeps  productivity  high  by  maintaining 
excellent  relationships  with  the  people  who  work 
there.  In  fact,  the  International  Longshoreman's 
Association  gited  Hampton  Roads  as  a  model  facility 
for  management/labor  relationships.  Competition 


Increasingly,  it  travels  by  air. 

"Throughout  history,  civilization  has  gathered  at  the 
crossroads  of  commerce.  And  today,  those  crossroads 
are  airports.  If  you  don't  have  one,  you  can't  expand 
economically,  period,"  says  Leo  Schefer,  president  of 
the  Washington  Airports  Task  Association. 

"Dulles  is  the  only  airport  on  the  East  Coast  with 
room  to  expand,"  says  Schefer.  "Right  now  it's  at  20% 
capacity."  A  recently  announced  $1.7  billion  capital 
improvement  program  will  quadruple  the  air  cargo 
capacity  at  Dulles,  and  double  air  cargo  capacity  for 
the  Commonwealth  as  a  whole. 

Highways  and  roads  are  the  final  components 
of  Virginia's  world-class  transportation  network. 
Interstate  95,  the  East  Coast's  primary  north-south 
artery,  bisects  the  state  and  connects  Northern 
Virginia  with  Richmond,  the  capital.  On  the 
western  side  of  the  Commonwealth,  1-81  runs 
through  the  legendary  Shenandoah  Valley  and 
into  the  upscale  Roanoke  area. 

For  state-of-the-art  manufacturers,  this  web  of 
highways  is  often  a  crucial  factor  in  their  decision  to 
locate  in  Virginia.  In  Lebanon,  100  miles  southwest 
of  Roanoke,  ASAA  Technologies  Inc.  produces 
some  17,000  molded  door  panels  each  week  for 
General  Motors'  Wilmington,  DE  and  Linden,  NJ 
Corsica  and  Beretta  plants. 

"Everything  we  receive  and  ship  goes  by  truck," 
says  Plant  Manager  Herbert  W  Dankert.  "Virginia's 
highways  are  fundamental  to  our  existence." 
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His  comments  are  echoed  by  Phil  Neill,  manager 
of  Nestles  Contadina  pasta  and  sauces  plant  in  the 
Southern  Virginia  town  of  Danville. 

"We  have  very  tight  delivery  deadlines  since  we 
are  working  with  fresh  foods,"  says  Neill,  "and 
Virginia's  transportation  network  makes  us  very 
accessible  to  the  entire  U.S.  market." 

In  fact,  the  plant  at  Danville  is  so  efficient, 
Nestle  has  opted  to  expand  it  three  times  since  1987 
rather  than  open  a  new  plant  elsewhere. 


Neill  credits  low  tax  and  utility  rates  and  the 
cooperation  of  local  government  with  keeping  his 
cost  of  operation  down.  And  he  points  with  pride  to 
Southern  Virginia's  excellent  pool  of  labor. 

"A  truly  flexible,  willing  and  committed  work 

force,"  is  his  description.  "That's  what  has  made  this 

facility  successful.  You  just  can't  put  a  price  tag  on 

high  quality  work  ethic." 

VIRGINIA:  YOUR  2 1ST  CENTURY 
TRAINING  CENTER. 

With  manufacturing  technology  constantly 
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At  Stanley  Hardware's  manufacturing  plant  in 
Henrico  County,  management  has  discovered  an 
unconventional  way  to  make  the  plant  leaner  and 
meaner.  Workers  carry  out  tasks  that  in  many  other 
plants  require  costly  layers  of  management.  It  is  a 


"Those  states  that  embrace  new  education 

and  training  initiatives  and  make  them  available 

to  constituent  businesses  will  prosper  the 

most  in  the  years  to  come/ 


changing,  you  can't  put  a  price  tag  on  worker 
training,  either. 

"One  of  the  realities  of  this  challenge  is  that  the 
vast  majority  of  workers  we  will  depend  on  in  the  year 
2000  are  already  in  the  work  force,  which  means  there 
will  be  an  inordinate  burden  placed  on  retraining,"  says 
Virginia's  Education  Secretary  James  Dyke.  "Those 
states  that  embrace  new  education  and  training 
initiatives  and  make  them  available  to  constituent 
businesses  will  prosper  the  most  in  years  to  come." 


team-management  concept  that  gets  rave  reviews 
from  Plant  Manager  Bill  Sydnor.  "Our  training 
encourages  thinking  and  improvement.  In  fact,  a 
typical  conversation  around  here  often  begins,  'I  was 
thinking  about  this  last  night  and  .  .  .'  " 

The  magic  behind  this  mind-set  is  a  unique  partner- 
ship between  Stanley,  the  Commonwealth  of  Virginia 
and  John  Tyler  Community  College.  The  program, 
which  seeks  to  build  teamwork  among  employees,  is  the 
type  of  cooperative  approach  that  international 
competitors  use  to  build  sales  and  profits. 

As  part  of  the  program,  each  Stanley  employee  or 
"team  member"  receives  160  hours  of  classroom 
training.  The  Commonwealth  picks  up  50%  of  the 
costs,  and  takes  care  of  the  logistical  challenge  of 
running  what  amounts  to  the  "University  of  Stanley," 
including  all  scheduling  and  administration.  Stanley 
gets  to  do  what  it  does  best  —  run  a  state-of-the-art 
tool  manufacturing  plant. 

The  program  has  brought  significant  results. 
Sydnor  says  his  plant  operates  with  fewer  costly 
managerial  and  staff  employees  because  skilled 
production  workers  carry  a  larger  part  of 
management's  load. 

While  the  Stanley  facility  is  a  highly  visible 
symbol  of  the  educational  resources  in  Virginia,  it 
is  only  the  tip  of  the  iceberg.  The  Commonwealth 
supports  one  of  the  most  active  networks  of 
institutions  of  higher  education.  The  University  of 
Virginia  is  considered  one  of  the  country's  top 
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public  universities,  and  its  excellence  in  science  and 
commerce  makes  it  a  recruiting  stop  for  many  of  the 
largest  and  most  respected  companies  in  the  world. 
Virginia  Polytechnic  and  State  University,  with  its 
emphasis  on  engineering  and  high  technology,  serves 
as  a  hub  for  public-  and  private-sponsored  research 
and  development. 

In  all,  Virginia  has  84  institutions  of  higher 
learning.  Twenty-three  of  these  are  community 
colleges  on  34  sites  offering  training  in  the  business 


discipline  as  well  as  advanced  vocational  training.  In 
1991,  more  than  2,600  students  in  Virginia's  colleges 
and  universities  earned  degrees  in  the  field  of 
engineering  —  creating  a  talent  pool  essential  to  our 
nation's  high-tech  future. 

THE  SKY  IS  NO  LONGER  THE  LIMIT. 

Virginia  has  shown  talent  for  technological 
leadership  with  facilities  that  concentrate  on  inquiry 
whole  and  pure,  as  well  as  with  institutions  that  focus 
the  energy  its  research  universities  generate  toward 
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and  land  to  make  the  project  a  reality. 

And  it's  not  all  "blue  sky."  To  achieve  its 
mission,  CEBAF  is  spawning  new  ideas  and 
technologies  that  the  private  sector  eagerly 
licenses  for  commercial  purposes,  in  turn  producing 


"Technology  has  brought  the  cost  and  benefits 
of  exploiting  space  down  to  Earth." 


commercial  application  and  innovation. 

The  continuous  electron  beam  facility 
known  as  CEBAF  in  Newport  News  is  a  good 
example  of  the  former.  The  $551  million 
complex,  underwritten  by  the  Department  of 
Energy,  was  created  to  unlock  the  substructure 
of  the  atom's  nucleus.  CEBAF  exists  to 
increase  people's  understanding  of  their  world. 
It's  in  Virginia  because  the  Commonwealth 
and  city  of  Newport  News  committed  money 


new  jobs  and  growth. 

The  same  phenomenon  is  occurring  at  The 
Center  for  Innovative  Technology  (CIT)  in 
Herndon,  Virginia.  This  private,  nonprofit 
corporation  was  created  by  the  Virginia  General 
Assembly  in  1984  to  promote  economic  growth 
through  the  Commonwealth's  technology 
resources.  CIT  has  co-funded  more  than  600 
research  projects  with  550  firms  interested 
in  converting  research  technologies  into 
commercial  applications. 

CIT  has  also  spread  many  seeds  in  its  role  as  the 
Commonwealth's  guardian  of  technology.  One  of 
its  brightest  blossoms  is  Northern  Virginia's  emerging 
space  industry.  CIT's  Mike  Miller,  General  Manager 
Technology  Transfer,  recalls  the  Industry  Development 
Program  that  aided  this  development. 

"Working  with  32  executives  in  the  aero- 
space industry,  we  developed  a  plan  to  see  how 
Virginia  could  utilize  the  resources  that  were 
present  as  a  result  of  NASA's  massive  influence 
here,"  says  Miller. 

The  program  takes  a  three-pronged  approach:  It 
funds  research  and  demonstration  projects,  offers 
practical  development  assistance  and  perhaps  most 
importantly,  promotes  the  unparalleled  physical 
assets  that  are  nearby.  Chief  among  these  are 
NASA's  Langley  Research  Center,  the  Wallop's 
Flight  Facility,  the  Space  Station  Headquarters 
and  the  Goddard  Space  Flight  Center. 
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One  beneficiary  of  the  program  is  the  Orbital 
Sciences  Corporation.  The  Fairfax,  VA  company, 
founded  in  1982  and  employing  1,200  people,  is  a 
pioneer  of  microspace,  a  term  coined  by  company 
founder  David  W.  Thompson  to  refer  to  an 
outer  space  that  is  more 
accessible  because  of 
vastly  reduced  costs. 
The  firm  can  launch 
miniaturized  satellites  for 
a  fraction  of  traditional 
costs.  "Technology,"  he 
says,  "has  brought  the  cost  and  the  benefits  of 
exploiting  space  down  to  Earth." 

For  example,  the  government  of  Brazil  is  using 
the  company's  PEGASUS  air-launched  rocket  for  the 
first  Earth-monitoring  satellite  to  provide  invaluable 
information  about  the  Amazon  basin  and  the 
surrounding  rain  forests  —  a  mission  not  even 
remotely  possible  until  the  advent  of  low-cost 
microspace  technology. 

To  develop  these  low-cost  space  systems,  Orbital 
Sciences  utilizes  the  area's  vast  resources  that  are  available 
because  of  NASA's  ongoing  and  pioneering  efforts. 

Orbital  Sciences  frequently  uses  the  Wallop's 
Flight  Facility  off  Virginia's  Eastern  Shore  to  launch 
space  or  suborbital  rockets.  For  satellite  development, 
its  engineers  use  the  thermal  vacuum  chambers  at 
Langley  Research  Center  in  nearby  Hampton,  VA. 

"Many  of  these  facilities,"  says  Thompson,  "are 
beyond  the  practical  consideration  of  an  individual 
company  to  finance  or  maintain." 

In  addition  to  having  access  to  facilities,  Orbital 
Sciences  takes  advantage  of  its  proximity  to 
Washington,  D.C.  by  working  closely  with  Federal 
administrators  during  complex  licensing  efforts.  This 
proximity  also  allows  the  company  to  closely  monitor 
where  demand  and  funding  for  its  products  and 
services  are  likely  to  materialize  next. 


MOVE  YOUR  BUSINESS  TO  THE  FOREFRONT 
MOVE  IT  TO  VIRGINIA. 

According  to  State  Economic  Developmer 
Director  April  Young,  "Virginia  is  positioned 
provide  the  best  opportunity  for  businesses 


"Virginia  is  positioned  to  provide  the  best 

opjjortunity  for  businesses  to  operate  profitably 

in  the  changing  competitive  environment 

or  the  2 1st  century." 
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operate  profitably  in  the  changing  competith 
environment  of  the  21st  century." 

Her  assertion  is  hard  to  dispute. 

Virginia  is  by  far  the  most  advantaged 
location  for  business  on  the  Eastern  Seaboar  , 
Her  seaports,  airports,  railways  and  highways  a 
strategically  geared  for  moving  goods   a 
services.  Her  right-to-work  work  force  has 
want-to-work   attitude   and   a   21st-centu 
aptitude.  Her  governments,  from  local  to  stat  m(^ 
are  decidedly  pro-business. 

And  most  important,  from  a  site  planne 
point-of-view,  Virginia  has  over  600  industr 
sites  available  right  now  in  every  city,  town  al 
rural  area  in  the  state. 

"We're  cognizant  of  all  Virginia  offers  tr 
country  in  resources  and  economic  leadershi 
says  Young,  "and  we'd  like  to  share  it  with  ar 
one  who's  seriously  considering  an  expansi 
or  relocation." 

To  explore  all  the  possibilities  of  a  Virgir 
location,  write  to  April  Young,  Director,  Virgil 
Department  of  Economic  Development,.  P. 
Box  798,  1021  East  Cary  Street,  Richmoi 
Virginia  23206-0798  or  call  (804)  371-8202. 

Like  the  Virginia  Company  four  centui 
ago,  you'll  be  glad  you  did. 
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;linton  has  promised  to  raise  taxes,  and  Congress  seems  eager  to  soak 
le  affluent.  Don't  sit  and  hope  it  won't  happen.  Here  is  how  possible  tax 
ikes  could  affect  your  stock  portfolio,  your  municipal  bonds,  your 
nortgage  interest  deduction  and  your  compensation. 


(Tax  strategies  for 
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ncome  taxes  will  be  going  up  under 
'resident-elect  Clinton  and  the  new 
Congress:  That's  a  foregone  conclu- 
ion.  The  hows  and  the  whens  are  still 
unclear.  However,  there  are  things 
fou  can  do  right  now  to  minimize  the 
5low  to  your  wealth  and  income. 

Decisions  you  make  now,  before 
/ear-end,  could  save  you  thousands  of 
iollars.  Still  more  will  be  at  stake  over 
rhe  next  several  years  as  you  make 
zritical  and  sometimes  irrevocable 
:hoices  relating  to  deferred-pay,  stock 
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options,  gifts  to  family  mem- 
bers, municipal  bonds,  mort- 
gage refinancings,  thrift-plan 
investment  options  and  chari- 
table contributions. 

None  but  Clinton's  most 
believing  supporters  take  seri- 
ously his  promise  to  limit  tax  hikes  to 
the  "rich" — defined  as  those  making 
over  $200,000.  People  in  this  catego- 
ry will  be  hit,  but  so  will  others  further 
down  the  scale.  That's  because  there 
aren't  enough  upper-income  taxpay- 
ers to  provide  the  revenue  needed  to 
cut  the  deficit  or  fund  big,  popular 
programs,  like  universal  health  insur- 
ance (Forbes,  Oct.  26). 

Ironically,  political  cover  on  this 
front  could  come  from  Ross  Perot. 
On  the  Today  Show  the  morning 
after    the    election,    congres- 
sional      leaders       George 
Mitchell     and     Robert 
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Dole  praised  Perot's  commit- 
ment to  deficit-cutting.  Both 
the  Democrat  and  the  Repub- 
lican agreed  that  his  plan  had 
struck  a  chord  with  voters. 
Translation:  Thank  goodness 
Ross  Perot  has  put  on  the  table 
all  those  things — such  as  taxing  more 
Social  Security  or  employer-provided 
health  insurance,  or  cutting  mortgage 
interest  deductions — that  have  been 
untouchable. 

But  Clinton  can  raise  taxes  on  those 
earning  less  than  $200,000  even 
without  seeming  to  go  back  on  sol- 
emn campaign  promises.  He  has 
promised,  for  example,  to  raise  the 
dreaded  and  complex  alternative 
minimum  tax  in  tandem  with  the  top 
marginal  rate.  It's  a  good  bet  that  this 
increase  would  apply  to  all  taxpayers, 
not  just  those  making  more  than 
$200,000. 

Here  are  the  basics  of  the  Clinton 
tax  plan:  a  new  36%  bracket  starting  at 
$200,000  and  a  10%  surtax  starting  at 
$1  million;  an  increase  in  the  alterna- 
tive minimum  tax  rate  from  24%  to 
perhaps  27%;  a  50%  exclusion  of  the 
capital  gain  from  investments  in  new 
small  businesses;  and  cuts  in  taxes  for 
low-income  working  people. 

But  these  sketchy  plans  understate 
the  reality  of  rate  increases.  Coupled 
with  various  tax-magnifying  quirks 
already  in  the  code,  they  will  put  a  lot 
more  upper-income  people  in  40%- 
plus  federal  tax  brackets.  Throw  in 
state  and  city  income  taxes,  and  many 
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c  ORBES  readers  could  find  themselves 
splitting  the  incremental  income  dol- 
lar 50-50  with  the  tax  collectors. 

Other  proposals  floating  around 
Capitol  Hill,  not  explicitly  endorsed 
by  Clinton,  include:  a  drastic  reduc- 
tion in  the  $600,000  gift/estate  tax 
exclusion;  limits  on  the  present 
$10,000  per  year  per  donee  gift  tax 
exclusion;  and  an  end  to  the  capital 
gains  step-up  at  death. 

It's  impossible  to  say  which  of  these 
proposals  will  be  enacted,  or  in  which 
year:  Politicians  don't  like  to  talk 
about  plans  for  future  tax  increases, 
and  legislation  is  written  in  the  heat  of 
the  moment.  But  some  patterns  are 
clear.  Often  legislators  start  with  a 
small  assault  on  some  form  of  income 
or  tax  benefit,  wait  for  the  squawking 
to  die  down,  and  then  tighten  the 
screws  again  until  taxpayers'  screams 
become  too  loud.  Thus,  the  alterna- 
tive minimum  tax  started  out  as  a 
special  tax  to  close  up  some  "loop- 
holes" like  oil  depletion,  but  has  since 
been  expanded  so  that  the  deduction 
for  state  and  local  income  taxes  now 
counts  as  a  loophole. 

In  just  this  way,  it's  a  good  bet  that 
the  deduction  for  interest  on  various 
types  of  mortgages  will  be  trimmed  at 
some  point.  After  all,  existing  law 
limits  some  mortgage  interest  deduc- 
tions for  taxpayers  affected  by  the 
alternative  minimum  tax;  expanding 
these  limits  is  a  real  possibility. 

What  will  escape?  The  only  fairly 
safe  bet  is  municipal  bonds,  Clinton 
being  a  former  governor  with  close 
tics  to  the  labor  unions  that  benefit 
from  state  and  local  spending.  But 
even  the  much-repeated  advice  to  buy 
munis  is  an  oversimplification.  Did 
you  know  that  the  Clinton  tax  in- 
creases will  make  it  still  harder  to 
come  out  ahead  by  buying  a  mutual 
fund  specializing  in  bonds  from  your 
home  state?  Read  the  article  on  page 
146  for  details. 

Here's  one  certainty:  The  numbing 
complexity  of  the  code  will  only  get 
worse.  Expect  more  phase-ins,  phase- 
outs,  ceilings,  floors  and  the  like,  all  of 
which  will  make  tax  planning  at  once 
more  imperative  and  harder  to  do. 
The  3%  disallowance  of  itemized  de- 
ductions, for  example,  could  easily  be 
raised  to  5%,  effectively  increasing 
marginal  tax  rates  for  itemizers.  Note 
that  this  is  really  not  a  limitation  on 


deductions;  it's  just  a  convoluted  way 
of  raising  marginal  rates  while  keep- 
ing published  ones  low. 

This  also  is  clear:  Act  quickly  to 
protect  yourself.  "People  don't  have 
as  much  time  as  they  think  they  do," 
warns  David  Berenson,  an  expert  with 
Ernst  &  Young  in  Washington.  Clin- 
ton may  try  to  act  in  the  first  100  days. 
It  is  highly  likely  rate  increases  en- 
acted next  year  will  be  retroactive  to 
Jan. 1. 

Other  types  of  changes  are  often 
made  effective  the  day  a  congressional 
committee  first  votes  on  them.  Occa- 
sionally this  is  pushed  forward  to  the 
date  a  bill  is  enacted,  but  don't  count 
on  a  grace  period.  Crandfather  rules 
exist  at  the  whim  of  Congress. 

Here  are  16  tips  to  help  you  sort 
things  out.  If  some  of  them  seem 
complex  and  convoluted,  that's  be- 
cause politicians  love  complexity;  it 
confuses  the  public,  making  them  un- 
aware how  hard  they  are  being  hit. 

Accelerate  income — but  only  up 
to  a  point.  Conventional  wisdom 
says  that  when  tax  rates  are  going  up, 
you  should  accelerate  income  and 
defer  deductions.  That's  why  many 
executives  are  asking  for  year-end  bo- 
nuses in  December  rather  than  Janu- 
ary. With  interest  rates  low,  paying 
taxes  sooner  doesn't  hurt  so  much. 

But  there's  a  potential  trap  here.  If 
you  shrink  next  year's  income  too 
much  or  boost  next  year's  deductions 
too  much,  you  could  get  caught  by 
the  alternative  minimum  tax.  Why  is 
that  bad,  if  AM  T  rates  are  only  24%  and 
ordinary  rates  much  higher?  Because 
the  am T  is  akin  to  a  flat  tax,  in  which  a 
lot  of  big  deductions  are  wiped  out. 
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Moral:  Plan  multiple  tax  years  be- 
fore shuffling  income  and  deductions. 
Also  factor  in  what  you  would  earn  by 
deferring  the  income  and  thus  the 
taxes  on  it.  Says  Arthur  Andersen 
expert  David  Bohl  in  Milwaukee, 
"Most  people  are  accelerating  what 
they  can't  defer  at  least  four  years." 

Executives  who  run  firms  should 
also  consider  the  real  chance  that 
Congress  will  disallow  deductions  for 
compensation  over  $1  million. 

Beware  the  minimum  tax.  The 
most  important  thing  to  understand 
about  the  AMT  is  that  it  applies  only 
when  it  delivers  more  money  to  the 
Internal  Revenue  Service  than  the 
regular  tax  does.  So,  if  you  pay  the 
amt,  you  are  missing  a  deduction  or 
benefit  that  might  be  yours  with 
proper  planning. 

Some  of  the  items  on  your  tax 
return  that  can  kick  you  into  amt 
territory:  charitable  donations  of  ap- 
preciated property  like  stock;  incen- 
tive stock  options  handed  out  by  your 
employer;  deductions  for  state  and 
local  income  and  property  taxes.  See 
the  box  on  page  145  for  details. 

Know  your  tax  bracket.  And 
don't  think  you  can  figure  it  out 
simply  by  looking  at  an  IRS  schedule. 
The  tax  code  deliberately  conceals  the 
full  extent  of  high  rates. 

Note  that  we  are  talking  about  a  tax 
bracket,  or  marginal  tax  rate.  This  is 
the  percentage  of  tax  you  give  up  out 
of  each  additional  dollar  of  income.  If 
you  pay  $50,000  in  tax  on  an  income 
of  $200,000,  your  average  rate  is  only 
25%.  But  if  collecting  a  $10,000  bo 
nus  costs  you  an  additional  $3,000  in 
tax,  then  your  marginal  rate  is  30% 

It's  the  marginal  rate  that  matters  in 
tax  strategy,  because  most  of  your 
income  is  given.  But  if  you  are  pon 
dering  whether  to  take  a  bonus  this 
year  or  next,  or  whether  to  invest   ' 
some  spare  cash  in  munis  or  taxable 
bonds,  or  whether  to  cash  in  a  stock 
option  now,  you  are  dealing  with  ta 
rates  at  the  margin. 

How  high  will  marginal  rates  go 
Take  the  advertised  36%  bracket  start 
ing  at  $200,000.  Now  allow  for  th 
fact  that  personal  exemptions  will  b 
phased  out  starting  at  abou 
$163,000  for  married  couples.  Thi 
can  add  more  than  2  pcrccntagi 
points  for  a  family  of  four.  Tack  o 
another  percentage  point  for  the  de 
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action  limitation,  which  kicks  in  at 
wut  $108,000  next  year.  People 
ho  claim  "miscellaneous"  deduc- 
ons  take  a  further  hit.  And  don't 
irget  the  1.45%  Medicare  tax  on 
ilaries  up  to  about  $134,000. 

Bottom  line:  Top  marginal  federal 
ates  could  easily  approach  40%. 
Don't  count  on   big  mortgage 
ttiat|titerest  deductions.  Currently  you 
an  deduct  interest  on  mortgages  of 
p  to  $1  million.  This  ceiling  could 
Irop  to  $500,000  or  lower.  Or  Con- 
gress could  go  after  home  equity  loans 
nd  mortgages  on  second  homes.  Af- 
er  all,  it  has  already  tipped  its  hand 
lere,  having  eliminated  the  interest 
leduction  for  amt  taxpayers  whose 
econd  home  is  a  fancy  boat.  Those 
vho  pay  alternate  tax  can  also  be 
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denied  some  deductions  when  they 
refinance  a  mortgage. 

You  may  want  to  wait  to  buy,  to  see 
how  tax  changes  affect  house  prices. 
But  if  you  are  buying  anyway,  close 
before  the  end  of  the  year  or  as  early  as 
possible  next  year,  since  there  is  a 
chance  that  new  limits  would  grand- 
father outstanding  mortgages. 

With  regard  to  state  and  local 
taxes,  think  about  timing.  In  the 
days  before  the  current  minimum  tax, 
it  often  made  sense  to  prepay  property 
or  state  income  taxes  in  December,  to 
speed  up  the  federal  deduction  for 
local  taxes.  But  this  strategy  backfires 
if  you  will  be  subject  to  the  amt  this 
year  but  not  next  year.  In  that  case 
accelerating  payments  causes  you  to 
lose  deductions  permanently. 

New  York  CPA  Stuart  Becker  always 
advises  clients  subject  to  the  alternate 
tax  to  postpone  payments  into  a  year 
when  they  expect  to  be  AMT-free. 
They  may  come  out  ahead  even  if  they 
end  up  paying  a  late  penalty  to  the 


local  tax  collector.  "Paying  the  penal- 
ty and  getting  the  deduction  can  be 
cheaper  than  losing  the  deduction 
entirely,"  Becker  says. 

Time  your  investment  gains  and 
losses.  There's  a  good  chance  Clin- 
ton and  the  new  Congress  won't  di- 
rectly raise  long-term  capital  gain  tax- 
es, but  don't  let  this  give  you  a  false 
sense  of  security.  What  Congress 
gives  with  one  hand,  it  can  take  away 
with  the  other. 

Thus  any  capital  gains  exclusion — 
say  for  new  small  businesses — that 
lawmakers  enact  could  also  be  includ- 
ed in  calculating  AMT  income.  This  is 
how  capital  gains  were  taxed  before 
1987.  Says  Ernst  &  Young's  David 
Berenson,  "More  than  any  other  pro- 
vision, it  knocked  unsuspecting  tax- 
payers into  the  amt."  Even  if  the 
overall  gains  rate  remains  28%,  gains 
could  be  included  in  the  AMT  at  effec- 
tive rates  higher  than  that. 

What  about  short-term  capital 
gains  and  losses?  If  you  tend  to  have 
far  more  short-term  gains  in  your 
portfolio  than  losses,  it  may  make 
sense  to  postpone  taking  losses  until 
next  year,  in  order  to  maximize  your 
income  this  year. 

But  if  you  are  comparatively  rich  in 
unrealized  losses,  a  reverse  strategy 
may  be  better.  Capital  losses  taken 
this  year  can  absorb  any  amount  of 
gains  plus  up  to  $3,000  of  ordinary 


r     0 


income  (like  salary).  Net  losses  be- 
yond the  $3,000  limit  can  be  carried 
forward  but  not  back. 

Hold  off  making  charitable  gifts 
of  appreciated  property.  Ordinarily 
you  escape  paying  regular  tax  on  the 
appreciated  portion  of  a  donation, 
but  you  must  include  it  when  figuring 
the  minimum  tax.  That  could  change, 
however,  if  a  provision  in  a  bill  that 
Bush  vetoed  this  year  passes  again 
next  year.  So  if  you  have  stock  worth 
$100  that  you  bought  at  $20,  and  are 
planning  to  give  it  to  your  college, 
hold  off  for  now. 

If  enacted,  the  provision  would 
solve  another  problem .  A  law  exempt- 
ing donations  of  tangible  personal 
property  from  the  AMT  expired  June 
30.  It  was  much  used  by  museum 
donors,  and  will  probably  be  extend- 
ed in  any  event. 

Consider  exercising  "nonquali- 
fied" options.  These  are  corporate 
stock  options  that  do  not  meet  certain 
criteria  for  favorable  treatment,  and 
create  highly  taxable  ordinary  income 
upon  exercise.  This  income  is  equal  to 
the  difference  between  the  exercise 
price  and  the  value  of  the  stock  at  the 
time.  However,  any  further  gains  are 
capital  gains. 

An  example:  Say  you  are  holding 
options  granted  at  $50.  If  you  exer- 
cise them  now,  when  the  stock  price  is 
$60,  then  you  pay  tax  at  ordinary 
income  rates  on  the  $10-per-share 
gain.  If  the  price  rises  to  $  1 00  and  you 
sell  more  than  a  year  after  exercise, 
you  will  have  a  $40  capital  gain  taxed 
at  lower  rates. 

Why  would  you  exercise  an  option 
now,  rather  than  wait  until  nearer  its 
expiration  date?  Because  you  expect 
the  stock  to  rise  a  lot  more  and  want  to 
be  taxed  at  capital  gains  rates  in  the 
future.  If  you  wait  to  exercise  until  the 
stock  is  at  $100,  you  will  have  a  $50 
gain  taxable  as  ordinary  income, 
probably  at  high  Clinton  rates. 

Don't  exercise  "incentive  stock 
options"  too  quickly.  Unlike  the 
nonqualified  variety,  the  "incentive" 
type  creates  income  subject  to  the 
minimum  tax.  When  you  exercise,  the 
difference  between  the  strike  price 
and  the  value  on  the  date  of  exercise 
becomes  AMT  income. 

Many  incentive  options  were  grant- 
ed before  1986  and  run  for  ten  years, 
so  holders  have  only  a  few  years  left  to 
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use  them.  The  trick  is  to  exercise  your 
options  in  a  way  that  doesn't  trigger 
the  amt.  That  means  not  exercising 
too  many  in  one  year,  or  any  at  all  in  a 
year  when  other  tax  items  put  you 
into  AMT  territory.  Assuming  you 
avoid  the  amt,  then  the  options  are  a 
nice  perk,  for  none  of  your  paper 
profits  are  immediately  taxable.  In- 
stead, you  pay  capital  gains  tax  when 
you  sell  the  stock,  which  can  be  many 
years  later. 

What  if  you  have  so  many  options 
you  can't  avoid  triggering  the  alter- 
nate tax?  One  possibility  is  to  pay  the 
AMT  and  hope  that  you  get  some  of  it 
back  in  a  later  year  in  the  form  of  an 
AMT  credit  against  regular  taxes. 

The  other  strategy  is  to  exercise  and 
sell  the  stock  the  same  year.  You  pay 
tax  at  ordinary  rates  on  the  entire 
profit  but  create  no  AMI  income.  If 
you  go  this  route,  do  it  this  year,  when 
ordinary  income  tax  rates  are  low. 
Grant  Thornton's  Dean  Jorgensen 
adds  this  advice:  Tell  your  firm  what 
you  are  doing,  because  it  will  get  a  tax 
deduction  that  it  wouldn't  get  other- 
wise. Some  firms,  he  says,  will  even 
share  the  savings  with  you. 

Don't  buy  tax-deferred  annu- 
ities. These  are  insurance-flavored 
mutual  funds  that  promise  tax-shel- 
tered compounding  to  savers  who  can 
afford  to  put  money  away  until  they 


are  59V2.  Congress  may  take  this  de- 
ferral away,  while  perhaps  grandfath- 
ering outstanding  annuities. 

But  even  for  investments  made 
now,  the  advantage  to  deferring  taxes 
is  largely  undone  by  the  steep  fees  and 
commissions  built  into  most  of  them. 
Thus,  they  are  an  iffy  proposition. 

Don't  rush  to  sell  tax  shelters  at 
desperation  prices.  These  old  dogs 
are  causing  pain  because  you  can  no 
longer  deduct  "passive  losses" 
against  other  income .  But  if  you  sell  in 
a  hurry,  you  may  be  stuck  with  a 
surprise  bill  for  "recapture"  taxes. 

Moreover,  a  rescue  may — repeat, 
may — be  at  hand,  depending  on  your 
livelihood  and  your  spouse's.  A  partial 
relief  from  the  passive-loss  rules  has 
enormous  support  in  Congress  and  is 
likely  to  resurface  next  year.  The  real 
estate  lobby — which  writes  lots  of  fat 
checks  for  congressional  campaigns — 
wants  this  badly. 

It  would  allow  certain  real  estate 
professionals  to  deduct  passive  losses 
on  rental  property  against  other  in- 
come. And  who  is  a  professional?  The 
definition  is  complex,  but  it  could 
apply  to  someone  who  spends  as  little 
as  100  hours  a  year  on  real  estate.  So  if 
you  have  lots  of  passive  losses  and  the 
provision  passes,  it  may  make  sense 
for  you  or  your  spouse  to  dabble  in 
real  estate. 

If  you  have  lots  of  money  in 
retirement  plans,  think  about  a 
withdrawal.  This  is  most  likely  to 
make  sense  for  someone  who  is  near- 
ing  retirement  age  anyway,  and  has 
several  million  dollars  in  iras,  Keoghs 
and  corporate  thrift  plans. 


Your  decision  depends  on  man 
complicated  factors,  including  you 
age  and  health,  whether  you  made  a 
certain  grandfather  election  in  1986, 
your  expected  payout  from  tradition 
al  pension  plans,  and  your  investment 
plans.    "Don't   take   money  out   of 
company  plans  earning  10%,  pay  tax 
and  then  park  it  in  cos  earning  4%, 
which  I  have  seen  people  do,"  says 
Arthur  Andersen  expert  Bohl. 

Why  might  it  make  sense  to  take 
out  money  and  pay  tax  now?  Because 
the  pension  rules  put  the  affluent 
thrifty  between  a  rock  and  a  hard 
place.  The  rock  is  the  mandatory 
withdrawals  from  retirement  plans 
beginning  at  age  70V2.  The  hard  place 
is  that  if  the  amount  you  take  out  of  all 
retirement  plans  tops  about 
$  1 50,000  ( per  year,  indexed  for  infla- 
tion), you  owe  a  15%  penalty  tax  on 
top  of  ordinary  taxes.  The  surtax  also 
applies  to  lump  sums  more  than 
$750,000,  and  can  even  hit  your  es- 
tate.  So,  a  62-year-old  might  do  well 
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to  withdraw  $140,000  before  year 
end.   Better  to  get  the  money  out 
before  rates  go  up. 

If,  however,  you  are  looking  for 
shelter  and  have  self-employment  in 
come,  check  out  a  defined -benefit 
Keogh.  According  to  Arthur  Ander 
sen  actuary  Howard  Frcidin,  a  55 
year-old  with  $200,000  of  self-em 
ployment  income  could  shelter  nearly 
$90,000  with  a  defined  bcnefi'l 
Kcogh,  versus  only  $30,000  with  i 
defined  contribution  Keogh.  But  the 
plan  must  be  in  place  by  year  end. 

Don't    assume    that    the    estaU  \ 
step-up  will  last.  Say  you  own  a  $1 
million  building  you  bought  20  year 
ago  for  $100,000.  If  you  die  tomoi 
row,  your  estate  doesn't  owe  capita 
gains  tax  on  the  $900,000 paper proi 
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ENTION  the  alternative 
nimum  tax,  and  even  ex- 
rts  with  years  of  cxperi- 
ce  roll  their  eyes.  "It  is 
unterintuitive,"  says 
nneth  Anderson,  a  part- 
r  with  Arthur  Ander- 

"You  can't  just  look  at 
eturn  and  have  any 
ise  of  how  the  amt  will 
me  out." 
)lam  But  more  than  ever  you 
laci  ed  to  be  aware  of  this 
ip,  for  two  reasons.  The 
st  is  that  Clinton  has 
nth  omised  to  raise  the  amt 
te  along  with  regular  tax 
tes.  That  means  it  could 
>  to  27%  from  its  current 
%  level. 

Legislators  are  likely  to 
oaden  the  AMT.  They 
uld,  for  example,  add 
to  the  AMT  an  adjustment 
at  undoes  the  benefit  of 
duced  rates  on  capital 
ins.  Or  they  could 
hten  the  existing  restric- 
ns  on  deducting  mort- 
ige  interest  in  figuring 
vir  income. 

"As  it  is,  lots  of  people 
st  miss  paying  the  alterna- 
ve  tax,"  says  Anderson. 
In  the  future,  they  proba- 
ly  will  get  caught." 
The  second  reason  for 
bareness  is  that  the  AMT  is 
"ucial  in  determining 
hat  you  do  now,  before 
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ear- 


the  new  Administration 
comes  in.  That's  because 
the  very  moves  that  make 
sense  if  you  are  paying  reg- 
ular tax  can  be  disastrous 
if  you  owe  AMT. 

Here,  roughly,  is  how 
the  minimum  tax  now 
works.  You  take  the  ad- 
justed gross  income  from 
your  regular  return,  then 
add  back  various  items  that 
would  be  deferred  or  ex- 
cluded in  the  regular  tax. 
From  this  broader  base 
you  are  permitted  to  sub- 
tract an  extremely  nig- 
gardly range  of  deductions, 
plus  $40,000  (for  joint 
returns).  However,  the 
$40,000  freebie  phases 
out,  beginning  at  amt  in- 
come above  $150,000. 
Result:  The  amt  rate  of  24% 
can  cost  you  more  than 
regular  taxes  imposed  at 
higher  rates.  You  calcu- 
late both  the  regular  tax 
and  the  amt,  and  pay  the 
higher. 

As  you  plan,  remember 
that  the  base-broadeners 
fall  into  two  categories, 
with  a  crucial  distinction 
between  them. 

The  first  includes  de- 
ductions that  you  lose  en- 
tirely or  income  that  is 
fully  taxed  if  you  are  subject 
to  the  AMT.  Here  are 
some:  state  and  local  in- 
come and  property  taxes; 
most  miscellaneous  deduc- 


tions; the  appreciation  in 
intangible  charitable  gifts 
such  as  stock;  some  medi- 
cal deductions;  some  home 
mortgage  interest;  and 
tax-exempt  interest  from 
"private  purpose"  mu- 
nicipal bonds. 

The  second  category 
consists  of  "timing  differ- 
ences" that  trigger  the 
ami  but  also  generate  a 
credit  usable  in  the  next 


year  you  pay  regular  taxes. 
It  includes  the  apprecia- 
tion in  incentive  stock  op- 
tions and  certain  types  of 
accelerated  depreciation. 
When  you're  planning, 
worry  a  lot  about  the  per- 
manent differences  like 
state  taxes.  Unless  you  will 
be  stuck  in  AMT-land  for 
years  on  end,  don't  worry 
too  much  about  the  tim- 
ing differences.     -L.S.  WM 


,  although  it  does  owe  estate  taxes 
n  the  full  $1  million.  If  your  heirs 
lherit  the  building,  their  basis  is  $1 
lillion,  too.  This  peculiarity  of  the 
ix  code  has  kept  many  older  taxpay- 
rs  stuck  with  assets  they  don't  want. 
Chances  are  Congress  won't  tackle 
his  loophole  for  a  while.  For  one 
I  ling,  it  could  create  tremendous  rec- 
•rd-keeping  problems.  But  it  could 
c  repealed  before  the  decade  is  out. 
v  first  pass  might  discontinue  the 
fep-up-at-death  for  property  that 
joes  to  a  spouse;  other  heirs  would  be 


targeted  later. 

Conclusion:  If  you  are  healthy, 
don't  hang  on  to  poor  investments 
with  past  appreciation  in  them  for 
estate  tax  reasons.  Pay  the  tax  now 
and  invest  in  something  better. 

If  you  are  thinking  about  estate 
planning,  use  up  your  $600,000 
exclusion.  Preferably  before  year- 
end.  Current  law  allows  each  taxpayer 
to  give  away  during  life  or  leave  at 
death  a  total  of  $600,000  of  assets 
tax-free.  Could  this  exclusion  be  low- 
ered to  $200,000,  as  one  bill  has 


proposed?  We'd  bet  even  odds.  But 
it's  still  a  good  idea  to  use  up  your 
lifetime  exemption  if  you  have  wealth 
well  beyond  retirement  needs. 

That's  because  assets  not  given 
away  now  will  appreciate  in  your 
name  and  be  taxed  in  your  estate  at 
marginal  rates  up  to  60%.  Remember 
that,  using  tools  such  as  remainder 
trusts  and  family  partnerships,  you 
can  transfer  property  worth  more 
than  $600,000  that  has  a  value,  for  tax 
purposes,  of  only  that  amount. 

If  you  are  one  of  the  very  few 
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taxpayers  inclined  to  make  taxable 
gifts  beyond  the  $600,000  exemp- 
tion, make  them  soon.  A  current  pe- 
culiarity of  the  law  means  that  making 
a  cash  gift  is  far  less  expensive  than 
leaving  the  same  amount  in  your  es- 
tate. Congress  may  level  this  disparity 
by  raising  gift  tax  rates. 

Use  that  $10,000  gift  freebie. 
Current  law  says  you  may  give  anyone 


else  $10,000  per  year  free  of  tax, 
without  the  gift  counting  against  the 
one-time  $600,000  exclusion.  Mar- 
ried couples  can  give  away  $20,000  to 
each  beneficiary,  tax-free.  So  a  couple 
with  three  married  children  and  eight 
grandchildren  can  easily  remove 
$280,000  from  their  combined  es- 
tates every  year,  tax-free. 

Some  sort  of  crackdown  is  a  good 
bet.  One  congressional  proposal 
would  put  a  yearly  limit  of  $30,000 
on  these  gifts.  They  could  also  be 
limited  to  lineal  descendants. 

If  you  are  inclined  to  make  these 
gifts,  remember  that  they  can  be  made 
into  trusts  if  you  are  worried  about 
spendthrift  relatives.  And  note  the 
benefits  of  a  case  called  Cristofani  v. 
Commissioner.  In  effect  it  allows  you 
to  make  many  $10,000  gifts  to  a  trust 
that  will  go  to  a  very  few  beneficiaries. 
Congress  is  guaranteed  to  overturn 
this,  so  use  it  before  you  lose  it. 

Whatever  your  tack,  don't  panic. 
Don't  do  something  dumb  just  for  tax 
reasons.  Don't,  for  example,  give 
away  all  your  assets  to  your  children, 
buy  a  tax  shelter  or  renounce  your 
citizenship.  "After  elections  people 
always  call  me  to  say  they  want  to  leave 
the  country,"  says  New  York  cpa 
Stuart  Kessler  of  Goldstein  Golub 
Kessler.  "I  tell  them  taxes  are  low  in 
Antarctica,  but  be  sure  to  take  an 
overcoat."  H 
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Probable  tax  increases  make  muni  funds  more 
attractive— but  single-state  muni  funds  less  so. 

How  to  pick 
a  muni  fund 


Y 

.To 


By  Katarzyna  Wandycz 

Are  municipal  bonds  for  you?  If 
your  marginal  tax  rate  is  only,  say, 
15%,  probably  not.  In  that  bracket  a 
7.5%  Treasury  bond  gives  a  slightly 
better  aftertax  yield  than  a  6%  muni 
does,  and  the  Treasury  has  the  added 
benefit  of  being  exempt  from  state 
income  taxes — which  out-of-state 
munis  are  not. 

But  once  you  get  into  higher  tax 
brackets  munis  have  a  lot  to  recom- 
mend them.  Take,  for  example,  an  A- 


rated  rord  Motor  Co.  bond  due  in  60 
years  and  callable  in  10  that  was  re- 
cenriy  trading  to  yield  8.7%.  Apply  to 

5 

<: 

The  best  buys  among  the  national  municipal  bond  funds 

Fund                                                  Annual            SEC              5-yr           Average         Income 

expenses          yield        annualized      maturity        subject 
per  $100                          return1            (yrs)          toAMT2 

Short-term 

Vanguard  Muni  Bond-Short  Term 
Vanguard  Muni  Bond-Limited  Term 
Merrill  Lynch  Muni-Limited  Maturity3 
USAA  Tax-Exempt-Short-Term 
Dreyfus  Short-Intermediate  Tax  Ex 

$0.23 
0.23 
0.40 
0.43 
0.69 

3.3% 

4.2 

3.5 

4.2 

4.2 

6.4% 

7.8 

5.6 

6.8 

7.0 

1 
3 
2 
3 
3 

none 

none 

13% 
none 

19 

Intermediate-term 

Vanguard  Muni  Bond-Intermediate 
USAA  Tax-Exempt-Intermediate 
Federated  Intermediate  Municipal 
Fidelity  Tax-Free-Ltd  Term  Munis 
Dreyfus  Intermediate  Municipal  Bond 

0.23 
0.42 
0.45 
0.67 
0.67 

5.5 
5.4 
5.4 
5.5 
5.4 

10.2 
9.2 
8.0 
9.0 
8.8 

9 
8 
9 
11 
10 

none 
none 
none 
none 
12. 

Long-term 

USAA  Tax-Exempt-Long-Term 
General  Municipal  Bond 
Fidelity  Tax-Free-Aggressive 
SteinRoe  High  Yield  Municipals 
Dreyfus  Municipal  Bond 

0.39 
0.59< 
0.66 
0.69 

0.76 

5.7 
6.5 
6.6 
5.9 
5.9 

10.9 
11.7 
10.2 
9.9 
10.2 

21 
24 
22 
21 
23 

none 
34 
14 
19 
21 

1Total  return  through  9/30/92.    2Percent  of  fund's  1991  income  subject  to  alternative  minimum  tax.    Kllass  A  sharesjl 
five-year  return  through  3/30/92.    4Net  of  absorption  of  expenses  by  fund  sponsor. 

Clinton's  taxes  will  make  them  an  even  more  attractive  investment. 
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it  a  federal  tax  rate  of  38%,  whieh  is 
Dut  where  the  true  marginal  rate  is 
ing  to  be  for  a  lot  of  taxpayers  if  the 
icial  top  bracket  goes  to  36%  in  a 
inton  Administration.  (For  an  ex- 

Iination  of  why,  see  page  141 ).  After 
ieral  tax,  the  Ford  bond  yields  only 
1%.  You  can  get  6.2%  on  prime- 
ality  general  obligation  munis  due 
30  years  and  callable  in  10. 
Next  question:  Do  you  want  to 
jn  bonds  directly  or  via  a  fund? 
nless  you  are  highly  confident  of 
ing  able  to  hold  on  to  the  bonds 
itil  maturity — and  30  years  is  a  long 
ly  away — you  are  probably  better 
f  buying  through  a  no-load  fund.  It 
ows  you  to  get  in  and  out  of  the 
vestment  with  minimal  or  no  trans- 
tion  costs. 

Now  try  to  figure  out  whether  you 
e  better  off  in  a  fund  with  a  national- 
diverse  portfolio  or  in  a  fund  that 
vns  only  bonds  from  your  home 
ate.  At  least  480  single-state  muni 
nds  are  on  the  market.  They  have 
le  enormous  appeal  of  allowing  you 
» beat  not  one  but  two  tax  collectors, 
nee  most  states  exempt  local  bonds 
om  tax.  But  the  fact  is  that  an  awful 
t  of  them  don't  pay  their  way.  They 
ipre  than  eat  up  in  high  expenses  the 
eager  benefit  from  being  doubly 
x-free. 

Moreover,  single-state  funds  will 
come   even   less   advantageous   if 
ongress    raises    federal    tax    rates. 
>on't  forget  that  state  income  taxes 
re  deductible  on  federal  returns.  The 
igher  the  federal  rate,  the  greater  the 
alue  of  this  deduction — and  the  low- 
r  the  net  cost  of  state  taxes. 
In  the  table  at  top  right  we  show  the 
im  benefits  from  sticking  to  local 
luni  bonds.  In  some  states,  such  as 
exas  and  Indiana,  there  is  no  benefit 
t  all,  because  neither  local  nor  out- 
•f-state   munis  are   taxed.   In   most 
•thers,  the  benefit  is  less  than  half  a 
■ercentage  point.  So  buy  a  double- 
ax-free  only  if  its  expense  ratio  is' at 
/orst  just  a  sliver  higher  than  the  ratio 
n  a  well-run  national  fund. 
Despite  the  plethora  of  single-state 
unds,  we  found  only  ten  states  with 
I  ell-established     single-state     funds 
heap    enough    even    to    consider, 
ihese  states,  and  their  cheapest  no- 
loads,  are  shown  at  bottom  right. 

If  you  buy  a  national  fund — which 
s  probably  the   best  bet  for  most 


investors — you  have  a  wide  choice  of 
excellent  low-cost  funds.  The  best  of 
them  are  shown  on  page  146,  ranked 
according  to  a  score  that  rewards  low 


expenses  and  good  risk-adjusted  re- 
turns over  the  past  five  years.  In  the 
scoring,  we  counted  expenses  twice  as 
heavily  as  past  performance.  ■■ 


Higher  federal  taxes  reduce  tax  savings  on 
in-state  municipal  bonds  and  funds 


State 

Top  tax 

Basis  point 

State 

Top  tax 

Basis  point 

rate 

savings1 

rate 

savings1 

Alabama 

5.00% 

20 

Montana 

11.52% 

47 

Alaska 

3 

— 

Nebraska 

6.92 

27 

Arizona 

7.00 

28 

Nevada 

3 

— 

Arkansas 

7.00 

28 

New  Hampshire 

5.00 

20 

California 

10.00 

41 

New  Jersey 

7.00 

28 

Colorado 

5.005 

20 

New  Mexico 

8.50 

29 

Connecticut 

4.50 

18 

New  York 

7.88 

31 

Delaware 

7.70 

31 

NYC/NYS 

12.33 

50 

District  of  Columbia2 

9.50 

— 

North  Carolina 

7.75 

30 

Florida 

4 

— 

North  Dakota  2 

5.326 

— 

Georgia 

6.00 

21 

Ohio 

6.90 

26 

Hawaii 

10.00 

33 

Oklahoma 

7.00s 

28 

Idaho 

8.20 

33 

Oregon 

9.00 

34 

Illinois 

3.00s 

12 

Pennsylvania 

2.95 

12 

Indiana2 

3.40 

— 

Rhode  Island 

12.166 

50 

Iowa 

9.98s 

40 

South  Carolina 

7.00 

27 

Kansas 

6.45s 

25 

South  Dakota 

3 

— 

Kentucky 

6.00 

22 

Tennessee 

6.00 

24 

Louisiana 

6.00 

24 

Texas 

3 

— 

Maine 

9.89 

40 

Utah2 

7.20 

— 

Maryland 

8.00 

30 

Vermont 

12.926 

53 

Massachusetts 

12.00 

51 

Virginia 

5.75 

22 

Michigan 

8.10 

32 

West  Virginia 

6.50 

26 

Minnesota 

8.50 

34 

Washington 

3 

— 

Mississippi 

5.00 

20 

Wisconsin 

6.93s 

27 

Missouri 

6.00 

23 

Wyoming 

3 

— 

'How  much  incremental  yield  you  would  have  to  get  trom  an  out-of-state  fund  to  match  an  in-state  fund  aftertax.  One  basis 
point  is  0.01%.  interest  from  out-of-state  municipals  is  not  subject  to  state  tax.  3Does  not  currently  levy  a  personal 
income  tax.  "Does  not  levy  an  income  tax  but  taxes  intangible  assets  of  over  $100,000  at  $2  per  $1,000.  5There  may 
be  little  or  no  advantage  to  buying  double-tax-free  bonds  because  interest  on  many  or  most  in-state  munis  is  taxable.  6State 
tax  is  figured  as  a  percent  of  federal  tax  liability.  Effective  rate  shown  assumes  a  38%  federal  tax  bracket. 
Sources:  Nancy  Utterback  of  Kidder,  Peabody,  Upper  Analytical  Services;  Forbes 


The  cheapest  double-tax-free 

Double-tax-free  fund                             Annual 

expenses 
per  $100 

muni 

SEC 
yield 

6.4% 

6.1 

5.9 

6.4 
6.1 

funds  in  ten  states 

3-yr           Average         Income 

annualized      maturity        subject 

return            (yrs)          to  AMT1 

General  California  Municipal  Bond 
Spartan  Conn  Muni  High  Yield 
T  Rowe  Price  Maryland  T-F  Bond 
Scudder  Massachusetts  Tax-Free 
Fidelity  Mich  Tax-Free  High  Yield 

$0.512 
0.55 
0.63 
0.002 
0.61 

NA 

9.0% 

8.9 

8.9 

9.2 

25 
22 
18 
14 
21 

19.0% 

8.0 
none 
none 

4.6 

Vanguard  NJ  Tax-Free-Ins  L  T 
Vanguard  New  York  Insured  T-F 
Fidelity  Ohio  Tax-Free  High  Yield 
Vanguard  Penn  Tax-Free-Ins  L  T 
USAA  Tax-Exempt-Virginia 

0.24 
0.27 
0.63 
0.25 
0.50 

5.7 
5.7 
5.9 
5.8 
5.8 

9.9 
9.9 
9.8 
10.2 
NA 

12 
15 
20 
14 
23 

none 
none 
2.8 
none 
none 

'Percent  of  fund's  1991  income  subject  to  alternative  minimum  tax. 
NA:  Not  available. 

'Net  of  absorption 

of  expenses  by  fun< 

i  sponsor. 

Before  buying,  make  sure  that  the  funds'  expenses 
don't  wipe  out  savings  on  state  taxes. 
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While  Dow  Corning  fights  off  lawsuits,  Mentor  and 
I  named  are  still  doing  well  in  the  breast  implant  business. 

The  survivors 


By  Tatiana  Pouschine 

In  the  face  OF  mounting  lawsuits, 
Dow  Corning,  the  $1.8  billion  (sales) 
joint  venture  of  Dow  Chemical  and 
Corning  Inc.,  withdrew  from  the 
breast  implant  market  early  this  year. 
It  has  taken  $94  million  in  writeoffs 
against  potential  litigation  and  clos- 
ing down  the  business. 

Bristol-Myers  Squibb  and  Bio 
plasty  also  left  the  market.  Today  only 
two  U.S.  companies  remain:  Mentor 
Corp.  and  Inamed  Inc.  Will  they,  too, 
fall  victim  to  the  litigation  disease  that 
afflicts  the  U.S.? 

There  are  three  kinds  of  breast  im- 
plants. All  are  essentially  envelopes  of 
silicone  filled  either  with  silicone  gel, 
saline  solution  or  a  combination  of 
the  two.  The  lawsuits  have  involved 
the  silicone-gel-filled  implants. 

For  years  the  Food  &  Drug  Admin- 
istration considered  the  silicone -gel - 
filled  implants  safe.  Although  it  began 
to  look  into  the  issue  in  1982,  the  eda 
concluded  that  there  was  no  evidence 
the  implants  should  be  taken  off  the 
market.  But  in  January  eda  Commis- 
sioner David  Kessler,  pressured  into 


reopening  the  question,  called  for  a 
three-month  moratorium.  In  April  he 
requested  that  manufacturers  sell  the 
devices  only  to  women  who  needed 
them  for  therapeutic  purposes  such  as 
breast  reconstruction  after  a  mastec- 
tomy— no  more  selling  to  women 
who  simply  wanted  a  bigger  bosom. 

For  the  moment,  there  are  no  re- 
strictions on  the  alternative  saline - 
filled  implant  for  use  in  cosmetic  sur- 
gery, and  that's  where  Mentor  and 
Inamed  see  opportunity. 

Analyst  Edward  Mutsch  at  Piper 
Jaffray  estimates  the  total  implant 
market  at  roughly  $50  million,  down 
at  least  20%  since  the  controversy 
erupted  18  months  ago.  About  20% 
of  the  150,000  women  who  tradi- 
tionally have  had  devices  implanted 
each  year  required  them  for  recon- 
structive purposes;  the  other  80%  just 
wanted  bigger  chests.  Even  if  this 
purely  cosmetic  demand  declines, 
there  would  still  be  a  market.  Mentor 
and  Inamed  want  it.  But  they  are  also 
betting  that  many  women  will  ignore 
the  bad  publicity  and  continue  buying 


A  silicone 

breast  implant 

Medical 

necessity 

and  vanity  make 

the  business  go. 


for  purely  cosmetic  reasons. 

Santa  Barbara,  Calif-based  Mentoi 
maker  of  a  variety  of  medical  devices, 
now  the  leading  maker  of  breast  im 
plants,  wirii  an  estimated  60%  markei 
share.   The   decision   to  stay   in   tli 
business,  which  accounts  for  30%  ol 
total  revenues,  has  been  very  healthy 
for  Mentor's  sales.  Currently  running 
over  $100  million,  sales  are  up  35*J1 
from  199 l's  $74  million. 

Profits  dipped  last  year,  in  large  part 
because  of  regulatory  and  legal  ex 
penses.  Mentor  also  converted  exist-] 
ing  manufacturing  operations  from 
silicone  to  saline  implants  and  built  an 
80,000-square-foot  facility  in  Texas. 
For  a  while  the  firm's  breast  implant 
sales  were  almost  entirely  of  the  sa- 
line-filled variety,  but  Chief  Executive 
Christopher  Conway  says  that  he  is 
already  selling  an  equal  number  ol 
both  types.  The  company  is  expected 
to  earn  close  to  $1  per  share,  com- 
pared with  42  cents  last  year. 

Its  rival,  Carpinteria,  Calif.- based 
Inamed,  bought  its  implant  business 
in  1985,  originally  a  3M  spinoff.  In 
amed  sales  are  now  running  at  $68 
million,  compared  with  $42  million  ai 
the  end  of  last  year.  Profits  haven'', 
been  as  good.  Inamed  lost  $^.7  mil-: 
lion  in  1991  because  the  firm  wrol 
down   $4.4   million   of  silicone  gel 
filled   implants  and   created   a   $  1 A 
million  provision  for  potential  litiga 
tion.  But  earnings  are  back  up:  In  thi 
first  three  quarters  of  the  year  endcj 
Sept.  30,  Inamed  reported  a  profit  o 
$2.7  million. 

But  both  companies  walk  a  min< 
field  of  potential  litigation — neve 
mind  the  merit  of  the  lawsuits. 

Mentor's  Conway  is  betting  tha 
the  controversy  will  simply  die  down 
He  also  thinks  litigators  will  choose  a 
ignore  the  smaller  firms:  "Most  of  th 
other  companies  in  there  are  very  bl 
companies  with  very  deep  pockets 
Conway  has  created  no  provisions  flj 
future  legal  settlements. 

Inamed  has  taken  a  more  pessimil 
tic  view,  setting  up  a  $3.4  millio 
provision  for  potential  lawsuits  ovi 
the  last  18  months. 

In  a  way,  both  these  little  com  pi 
nics  are  hostages  to  the  lottery  natur 
of  the  U.S.  litigation  system.  But  tin 
have  going  for  them  the  power! 
Ibices  of  human  vanity  and  medie 
necessity. 
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This  holiday  season,  some  150  million  people  will  tie  a  simple  red  ribbon  on  their  car  antennas, 
to  express  their  commitment  to  safe,  sober  driving.  It's  part  of  the  "Tie  One  On  For  Safety™"campaign 
sponsored*by  Mothers  Against  Drunk  Driving  (MADD)  and  The  Good  Hands  People  of  Allstate. 

See  your  Allstate  agent  n<  )w  lor  your  cc  )mplimentary  red  ribbon.  Together    £i\\  Ot'QtQ 


we  can  help  ensure  a  safe  and  jolly  holiday.  And  many  more  happy  new  years. 


For  more  tips  on  being  a  responsible,  safe  drivec  write  to:  Allstate,  Dept.  DD, 

PO.  Box  7660.  Mt  Prospect,  IL  60056-9961.  ©  1992  Allstate  Insurance  Company,  Northbrook.  IL 


You're  in  good  hands. 


■l|jHrf'l.'.H 


EDITED  BY  FLEMING  MEEKS 


Few  people  have  heard  of  James  L.  Easton,  but  such  celebrities 
as  Wayne  Gretzky  and  Guns  N'  Roses  drummer  Matt  Sorum  swear 
by  his  company's  premium-priced  products. 


Make  mine 
aluminum 


By  John  H.  Taylor 


Jas.  D.  Easton  Inc. 's  James  Easton 
An  obsession  with  quality. 


150 


It  began  with  a  quest  for  the  perfect 
arrow.  In  the  late  1930s  James  D. 
(Doug)  Easton,  a  young  craftsman 
and  archery  enthusiast  from  Watson- 
ville,  Calif,  was  frustrated  because  he 
couldn't  make  cedar  arrows  that  were 
all  equally  straight,  equally  stiff.  Al- 
ready one  of  the  country's  best- 
known  arrowmakers,  Easton  decided 
to  switch  materials.  He  would  make 
his  arrow  shafts  with  aluminum. 

It  was  a  simple  concept  but  difficult 
to  execute.  After  years  of  experiment- 
ing, Easton  finally  developed  the 
equipment  and  processes  to  create 
aluminum  arrows  that  would  consis- 
tently fly  straight. 

But  getting  the  product  right  was 
worth  the  time  it  took.  Today  Eas- 
ton's  company,  Jas.  D.  Easton  Inc., 
produces  about  16  million  aluminum 
arrows  a  year.  That  accounts  for  80% 
of  the  world's  market  for  competitive 
and  sporting  arrows.  About  90%  of  all 
archery  contestants  in  the  1992  Sum- 
mer Olympics  used  Easton  arrows. 
Half  used  the  company's  bows. 

Under  Doug's  son,  James  L.,  an 
engineer  by  training  who  succeeded 
his  father  in  1972  after  Doug  died  olj 
cancer,   the   company's   passion   fix 
quality   has  endured.   The   younger 
Easton,  now  57,  has  used  the  compa 
ny's  expertise  with  aluminum  to  de 
vclopa  wide  range  of  top  notch  prod 
acts — from  baseball  bats  and  drum 
sticks  to  tent  poles  and  hockey  sticks. 

Over  the  last  five  years,  sales  at  tin. 
privately  held  company  increased  at  . 
compound  annual  rate  of  15%.  Al 
though  Easton  declines  to  cite  exad 
figures, industry  estimates  are  that  thj 
company  will  earn  about  $15  million 
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T 1-800-872-3503  for  tfe  CPforsfeim  Deafer  nearest  you.      Quality  Is  TimeleSS. 


UP  &  COMERS 


Guns  N'  Roses 
drummer 
Matt  Sorum  (left); 
hockey  great 
Wayne  Gretzky 
Scoring  goals 
and  hammering  out 
heavy  metal  with 
Easton's  sticks. 


Bats  coming  off 

the  assembly  line 

It  took  nearly 

a  decade  for 

Easton 

engineers 

to  perfect  them. 


pretax,  on  sales  of  around  $150  mil- 
lion this  year.  Archery'  now  accounts 
for  just  30%  of  those  sales. 

Asked  to  explain  his  company's 
success,  Easton  replies:  "I  think  we 
are  truly  innovators.  We  create  prod- 
ucts that  not  only  capture  the  public's 
imagination  but  also  perform  better." 

That's  a  bit  self-serving,  but  it  is 
also  true.  Take  Easton's  development 
of  the  aluminum  baseball  and  softball 
bat.  In  the  early  1970s  Easton  sensed 
a  potential  market  for  bats  that  didn't 
break  or  wear  out.  Again,  it  was  a 
good  idea  that  was  difficult  to  pull  off. 

"Our  early  bats  didn't  hit  the  ball 


farther  than  wooden  bats;  they  were 
not  well  balanced  and  they  were  too 
heavy,"  Easton  recalls.  "The  only 
thing  they  had  going  for  them  was 
that  they  didn't  break." 

But  Easton  kept  at  it.  He  and  his 
engineers  invented  one  piece  of 
equipment  to  make  the  walls  of  the 
bat  thinner,  another  to  better  control 
its  shape.  By  the  late  1970s  Easton 
had  a  bat  that  would  perform  as  well  as 
its  wooden  predecessors,  or  better, 
and  would  last  a  lot  longer.  Easton 
priced  his  bats  to  reflect  that  superior- 
it)'.  Says  James  M.  Chick,  who  owns 
Chick's  Sporting  Goods,  a  southern 


California  sporting  goods  chain:  "It's 
commonplace  for  a  softball  player  to 
have  two  or  three  different  aluminum 
bats,  at  $75  to  $100  a  bat."  Alumi- 
num bats  now  outsell  wooden  bats 
19-to-l.  Easton  controls  50%  of  the 
$125  million  aluminum  bat  market. 
Bat  sales  account  for  about  35%  of] 
Easton's  annual  revenues. 

Easton  encourages  his  team  of  20 
engineers  to  experiment  constantly 
with  new  ideas  and  products  at  the 
laboratory  across  from  Easton's  head-| 
quarters  in  Van  Nuys,  Calif,  and  at 
other  facilities  in  San  Diego  and  Salt 
Lake  City.  The  engineers  like  this,  and] 
it's  a  great  source  of  new  products  for] 
Easton. 

For  example,  one  Easton  enginee 
who  was  an  amateur  hockey  player 
spent  more  than  three  years  tinkerin 
with  an  aluminum  hockey  stick  before! 
coming  up  with  a  marketable  mode 
in  1982.  Hockey  sticks  now  accoun 
for  nearly  15%  of  Easton's  annua 
sales,  and  are  used  by  about  25%  of  al 
National  Hockey  League  players,  in 
eluding  leading  goal  scorers  Waym 
Gretzky  and  Brett  Hull. 

Two  years  ago  another  Easton  en 
gineer  devised  a  computer  program  t<] 
measure  stress  on  tent  poles  as  t he- 
were  being  erected  on  mountain  sitCI 
He  has  been  testing  it  on  New  I  lamp 
shire's  Mount  Washington,  one  ot  th 
country's  windiest  peaks.  Such  innfl 
vation  and  devotion  will  help  Eastq 
remain  the  world's  leading  supplier  * 
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-IND  A  WORLD  YOU  THOUGHT  WAS  LOST. 


People  were  sure  they'd  never  feel  that  rare  sense  of  satisfaction  again. 

Then,  they  saw  that  adventure  and  comfort, 
ruggedness  and  roominess  could  still  be  found. 
They  traded  in  their  old  ideas-from  trucks  to 
cramped  utility  vehicles  to  costly  sedans-for  the 
versatility  plus  sophistication  of  Explorer.  TsM?frommDtl°4\ND 

™    .        ..  .    .      ,  High,  and  back,  with 

loday,  this  IS  the  pushbutton  ease. 


YOURSELF     IN     AN 


An  investment 
that's  going 
places. 


Twentieth  Century  International  Equity 

Twentieth  Century  International  Equity  goes  around  the 
world  to  find  investment  opportunities  in  companies  with 
accelerating  growth.  Early  results  show  the  strategy  is 
paying  off:  the  fund  was  ranked  #2  out  of  78  diversified  inter- 
national growth  funds  for  the  year  ending  September  30, 
1992.*  For  more  complete  information  about  International 
Equity,  including  charges  and  expenses,  call  for  a  free 
Twentieth  Century  World  Investors  prospectus.  Please  read 
the  prospectus  carefully  before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


M- 


M IIUAL      FUNDS 


Ranked  by  Lipper  Analytical  Services,  Inc.,  an  independent  mutual  fund  ranking  service. 

Data  quoted  represents  past  performance.  Investment  return  and  principal  value  will 
fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 
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lightweight  tubing  for  high-quality 
mountaineering  tents. 

Still  another  Easton  engineer  who 
was  a  part-time  drummer  spent  a  vear 
developing  an  aluminum  drumstick. 
Guns  N'  Roses  drummer  Matt  Sorum 
was  an  early  convert,  and  the  sticks' 
popularity  with  the  heavy  metal  set  is 
growing. 

Because  the  company  puts  so  much 
time  and  money  (as  much  as  5%  of 
sales)  into  research,  its  products  cost 
more  than  its  competitors'.  The  alu- 
minum hockey  sticks  retail  for  S40  to 
S80,  compared  with  S20  to  S25  for  a 
wooden  stick.  Its  aluminum  bats  sell 
for  around  two  to  three  times  the 
price  of  a  wooden  Louisville  Slugger. 
But  sports  enthusiasts  don't  seem  to 
mind.  Despite  the  recession,  Easton's 


One  Easton  engineer 
who  was  a  part-time 
drummer  spent  a  year 
developing  an  aluminum 
drumstick.  Heavy  metal 
drummer  Matt  Sorum,  of 
Guns  N'  Roses,  was  an 
early  convert. 


sales  and  profits  have  hit  alltime  highs 
during  each  of  the  last  three  years. 

No  product  failures?  Of  course 
there  are.  You  can't  have  experimen- 
tation without  failure.  In  the  late 
1980s,  for  instance,  the  company  de- 
cided to  start  manufacturing  its  own 
line  of  bicycles.  But  Easton's  frames 
were  so  expensive  that  there  wasn't 
much  pricing  room  left  to  factor  in 
gears,  brakes,  pedals  and  other  costly 
components.  Easton  called  a  halt  to 
bicycle  production  in  1990  after  sev- 
eral  years  of  losses. 

Easton  says  investment  bankers  oc- 
casionally bring  him  offers  to  buy  the 
company  or  take  it  public.  If  he  sold, 
he  and  his  family  could  probably  put 
close  to  S200  million  in  their  pockets. 
But  Easton  has  turned  down  all  offers, 
saying  he  wants  to  retain  family  man 
agement  and  ownership. 

His  son  Gregory,  28,  currently 
oversees  Easton's  spring  team  sports 
lines,  including  baseball  bats  Easton 
says  he  plans  to  turn  the  company 
over  to  the  third  generation  as  soon  as 
young  Greg  is  ready  to  take  over,  and 
Jim  feels  it  is  time  to  retire.  WM 
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Is  There  Any  Way 
to  Make  Absolutely, 
Positively  Sure, 
You've  Chosen  a 
Superior  Supplier 
for  Your  Sand  Castings? 

Probably  not  -  But  you  might  start  by  choosing 
a  supplier  that  has  paid  a  dividend  every  year 
without  fail  since  being  listed  on  the  NYSE. 
You  might  start  with  Fansteel. 

Fansteel  is  a  Specialty  Metals  Manufacturer  of  Fabricated  Aircraft/  Aerospace 
and  Weapons  Systems  Components,  Forgings,  Sand  Mold  and  Investment 
Castings,  Cutting  and  Milling  Tools,  Tool  Holding  Devices,  Coal  Mining  Tools 
and  Accessories,  Construction  Tools,  Wear  Parts  and  Special  Wire  Forms. 

Sanded 

1  Tantalum  Place 
North  Chicago,  IL  60064 
708-689-4900 


When  Williams  International 
and  Rolls  Royce  formed  a 
partnership  to  develop  the 
revolutionary  Williams  Rolls 
FJ44  Turbofan  jet  engine  - 
the  engine  that  will  power  the 
Cessna  CitationJet  and 
Swearingen  SJ30  Fanjet  - 
they  chose  Fansteel 
Wellman  Dynamics  to  supply 
the  critical  interstage  inlet 
housing  castings. 

Superior  Sand  Castings  from 
Fansteel  Wellman  Dynamics, 
another  reason  it  will  pay  you 
to  know  more  about  us. 


up  a  COMERS 


Mike  Birck's  Tellabs  grew  from  scratch  by  cleverly  playing 
the  niches  in  telecommunications.  Now  he's-going  after  AT&T, 
Siemens  and  other  huge  competitors. 

Goliath, 

meet  Michael  Birck 


By  Gary  Slutsker 

Armed  with  an  entrepreneurial  spirit 
and  a  bachelor's  degree  in  electrical 
engineering  from  Purdue  University, 
Michael  Birck  hired  on  at  AT&T's 
vaunted  Bell  Laboratories  in  1960. 


The  bureaucracy  there  nearly  suffo: 
cated  him.  When  Birck  was  dis- 
patched to  Iowa  and  Kentucky  to 
study  the  electrical  efficiency  of  pay 
phones,  he  knew  he'd  never  last.  "I 


really  wanted  to  design  something, 
says  Birck,  now  54. 

So  in  1966  Birck  and  his  supervise 
quit  Bell  Labs.  They  joined  a  situ 
Chicago  company  that  made  access< 


Michael  Birck  of  Tellabs 

"We  took  on  the  big  guys  on  their  own  turf. 
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ries  to  hang  on  telephone  poles — 
things  like  protective  metal  storage 
vaults  that  pole  climbers  load  with 
phone  company  equipment.  When 
that  company  was  sold,  Birck  moved 
to  another  Chicago-area  telecom- 
munications equipment  startup, 
where  he  was  promised  a  piece  of  the 
equity.  "When  that  never  material- 
ized," Birck  says,  "these  two  guys  and 
I  decided  that  if  we  were  ever  going  to 
have  any  equity  in  a  company,  it  had 
better  be  our  own." 


dering  machine  and  an  old  oscillo- 
scope. Tellabs'  key  marketing  equip- 
ment consisted  of  two  used  Chrysler 
New  Yorkers,  selected  for  their  capa- 
cious trunks.  As  chief  engineer,  Birck 
designed  the  products  and  oversaw 
manufacturing.  His  two  partners,  the 
salesmen,  put  the  products  in  those 
trunks.  One  partner  headed  east,  the 
other  west. 

Tellabs'  first  big  hit,  introduced 
soon  after  the  company  was  launched, 
was  an  echo  suppressor.  With  the 


Testing 

video-over-copper 
technology 
at  Tellabs' rival 
Bell  Labs 
The  race  is  on 
to  develop 
technology  that 
will  allow  VCR- 
quality  video 
imagery  to  travel 
over  copper  wires. 


In  1975  Birck  and  his  partners 
raised  $110,000  and  started  their 
own  company,  Tellabs  Inc.  Its  mis- 
sion: to  design  and  manufacture  spe- 
cialty telecommunications  equip- 
ment for  fledgling  competitors  to 
AT&T  and  independent  telephone 
companies. 

Talk  about  an  undercapitalized 
company.  Tellabs'  research  and  devel- 
opment staff — that  is  to  say,  Mike 
Birck — made  do  with  a  handmade 
plywood  workbench,  a  $25  used  sol- 


advent  of  satellite  communications  in 
the  1970s  a  slew  of  companies  started 
offering  private  line  service  for  corpo- 
rations in  competition  with  AT&T. 
Trouble  is,  it  takes  about  a  second  to 
bounce  a  call  signal  up  to  a  satellite 
and  back;  without  an  echo  suppressor 
callers  find  themselves  talking  over 
their  own  voices,  echoed  back  from 
the  far  end  of  the  line. 

Bell  Labs,  of  course,  had  long  pro- 
duced echo  suppressors  for  its  tele- 
phone   operating    companies.    But 


would-be  competitors  in  the  satellite 
communications  market,  such  as 
Western  Union,  didn't  want  to  de- 
pend on  the  Bell  system  for  their 
hardware.  Western  Union  became 
Tellabs'  biggest  customer.  Sales 
jumped  from  $300,000  the  first  year 
to  $7.8  million  in  1977.  Three  years 
later  Birck  took  the  company  public. 

His  timing  seemed  excellent,  com- 
ing as  it  did  on  the  eve  of  the  1983 
bustup  of  AT&T.  Pre-breakup,  all  of 
the  equipment  used  in  the  far-flung 
Bell  System  was  designed  by  Bell  Labs 
and  manufactured  by  AT&T's  manu- 
facturing arm,  Western  Electric.  Post- 
breakup,  the  local  Bell  companies 
were  free  to  buy  their  equipment  from 
any  manufacturer.  A  great  opportuni- 
ty? Yes  and  no.  With  divestiture  came 
scores  of  startup  equipment  compa- 
nies looking  to  get  a  piece  of  the 
action  in  telecommunications.  As  the 
competition  heated  up,  margins  vir- 
tually disappeared.  Tellabs  bumped 
through  several  years  of  erratic  earn- 
ings, surviving  the  inevitable  shake - 
out  of  the  mid-1980s  by  pumping 
cash  back  into  new  and  improved 
products. 

This  year  Tellabs  will  probably  earn 
$16  million,  or  $1.14  a  share,  on 
revenues  of  $250  million.  Birck's  15% 
of  the  company  is  worth  $42  million. 
Charles  Cooney,  an  early  partner  and 
Tellabs'  vice  president  for  sales,  owns 
shares  worth  $7  million. 

Rapid  technological  change  in  tele- 
communications has  created  new  de- 
mand for  some  of  Tellabs'  old  prod- 
ucts. For  example,  the  need  for  echo 
suppressors  was  supposed  to  disap- 
pear with  fiber  optics.  But  even  speed- 
of- light  fiber  produces  echoes  on  calls 
of  over  1,000  miles.  Thus,  demand 
has  grown  for  a  new  product,  digital 
echo  cancelers.  Today  Tellabs  is  sec- 
ond only  to  AT&T  in  the  production  o 
echo  cancelers,  which  now  account 
for  $40  million  of  Tellabs'  sales. 

Birck  is  also  working  on  ways  t 
make  the  existing  copper  wire  in  the 
phone  networks  more  efficient  and 
more  competitive  with  fiber.  Smai 
electronics  can  turn  an  ordinary  twist 
cd-coppcr-pair    phone    line    into    I 
high-capacity  digital  line,  and  T'ellab: 
is  currently  the  leading  supplier  o 
such  electronic  devices. 

Before  this  gizmo,  it  took  plion< 
companies  a  month  or  more  to  groon 
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WEVE  TAKEN  EXECUTIVE  INCENTIVE  PLANS 
TO  A  WHOLE  NEW  LEVEL. 


Peak  performance. 

That's  what  you  expect  from  your  key 
employees  and  what  they  expect  in  return. 

Which  is  precisely  why  Xerox  Life  created  the 
next  generation  of  executive  incentive  plans. .  .to 
provide  meaningful  benefits  that  motivate  and 
retain  key  employees  in  a  manner  that  also 
benefits  the  bottom  line. 

Our  plans  allow  the  employer  to  claim  the  full 
tax  deduction  for  contributions  when  they  are 
made,  rather  than  waiting  up  to  30  years  for  the 
employee  to  retire.  The  employer  also  pays  no 
taxes  on  income  earned  on  plan  assets 


Participating  employees  actually  own  the  assets 
of  the  plan .  They  may  allocate  these  assets  among 
a  variety  of  fund  options  where  their  money  can 
grow  tax  deferred. 

Finally,  we  offer  prototype  plan  and  trust 
documents  designed  by  ERISA  specialists  for 
your  convenience,  customized  plan  designs  and 
funding  options  to  meet  your  company's  needs, 
and  simplified  administration  to  reduce  costs. 

We  create  plans  that  provide  the  same  peak 
performance  that  your  best  employees  do.  To 
find  out  how  to  put  another  top  performer  to 
work  for  you,  just  call  1-800-638-1250. 
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These  plans  include  an  individual  flexible  premium  deferred  variable  annuity  contract  issued  by  Xerox  Financial  Services  Life 
Insurance  Company  on  Policy  Form  Series  XL-601  and  distributed  by  Xerox  Life  Sales  Company.  Noi  available,  in  all  states. 
This  is  not  an  offering.  Offering  can  be  made  by  prospectus  only,  which  includes  information  regarding  expenses,  risk 
-olicies  and  objectives.  Please  read  the  prospectus  carefully  before  investing  money. 
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a  pair  of  ordinary  copper  wires  to  act 
like  a  fiber  circuit.  With  Tellabs'  de- 
vices, a  new  high-speed  line  can  be 
installed  in  a  few  days.  Tellabs  engi- 
neers are  also  looking  into  applica- 
tions of  a  similar  data  compaction 
technology  that  crams  enough  infor- 
mation one-way  through  a  regular 
phone  line  to  provide  vcR-quality  vid- 
eo images.  The  technique  has  poten- 
tial promising  applications  for  busi- 
ness teleconferencing  as  well  as  home 
entertainment. 

Chief  among  Birck's  efforts  these 
days  is  the  development  of  so-called 
digital  cross-connects — essentially, 
switches  for  high-capacity  digital 
lines.  A  cross-connect  at  an  at&t 
office  in  Chicago,  for  example,  gath- 
ers voice  and  data  traffic  coming  from 
New  York  and  Washington  and  packs 
it  on  a  single  line  headed  for  Denver. 

At  the  firm's  growing  suburban 
Chicago  headquarters  complex,  a 
prototype  cross-connect  is  taking 
shape  that  will  be  able  to  handle  1 ,000 
of  the  highest-capacity  fiber  lines,  or 
the  equivalent  of  688,000  simulta- 
neous phone  conversations.  Smaller 
versions  are  already  in  use  by  South- 
western Bell,  U  S  West  and  Sprint. 
Consultant  John  Celentano  of  Sky- 
line Marketing  Group,  in  Randalls- 
town,  Md.,  predicts  the  cross-con- 
nect market  will  double  in  size,  to 
over  $800  million,  over  the  next  four 
years;  he  believes  Tellabs  will  get  a  big 
piece  of  the  market.  Yet  Tellabs'  stock 
price — recently  21,  or  18  times  ex- 
pected 1992  earnings — reflects  no 
premium  for  the  cross-connect  busi- 
ness' bright  prospects. 

On  another  front,  Birck  is  working 
actively  to  expand  Tellabs'  business 
overseas,  where  state-owned  tele- 
communications monopolies  are  be- 
ginning to  crumble.  He  recently 
opened  sales  offices  in  Belgium,  Ko- 
rea, New  Zealand  and  Mexico.  A  few 
years  ago  he  bought  a  company  in 
Ireland,  to  tailor  Tellabs'  products  for 
the  European  market. 

Increasingly,  Birck  will  be  compet- 
ing against  huge  telecommunication 
equipment  makers— Siemens,  Phil- 
ips, Ericsson,  NEC  and  Fujitsu.  But 
mere  size  doesn't  faze  him.  "We  took 
on  the  big  guys  on  their  turf,"  he  says 
with  the  pride  of  a  bootstrap  entrepre- 
neur, "and  we're  holding  our 
own."  M 
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Nunzio  De  Santis'  CAPX  Corp.  is  a  public  relations 
nightmare,  but  the  company  does  provide  a  useful — 
and  apparently  quite  profitable— service. 

Doctors  of  death 


By  William  P.  Barrett 

"We  are  providing  a  service  to  peo- 
ple who  want  to  live  out  their  lives  with 
dignity,"  says  Nunzio  De  Santis. 
"They  can  take  a  nonperforming  asset 
and  convert  it  into  something  useful." 

That  is  pretty  high-sounding  lan- 
guage to  describe  the  lucrative  prac- 
tice of  betting  on  how  quickly  aids 
patients  and  other  fatally  ill  people 
will  die.  De  Santis  is  founder  and 
chairman  of  a  publicly  traded  com- 
pany called  capx  Corp.  capx  buys 
life  insurance  policies  from  people 
who  are  terminally  ill,  usually  from 
aids  but  also  from  cancer,  and  who 
need  money  to  live  out  their  lives 
comfortably. 

In  a  typical  case  capx  pays  about 
$65,000  to  purchase  a  $100,000 
term  life  insurance  policy  from  an  aids 
patient  judged  by  doctors  employed 
by  De  Santis  to  have  less  than  two 
years  to  live,  capx  becomes  the  poli- 
cy's owner.  The  company  then  pays 
premiums  that  come  due,  and  collects 
the  policy's  face  amount  after  the 
seller  dies. 

In  financial  terms,  the  sooner  the 
patient  dies,  the  higher  capx's  return 


on  its  capital.  In  quality-of-life  terms, 
thanks  to  capx  the  patient  can  at  least 
get  a  little  more  enjoyment  from  his 
or  her  final  days. 

De  Santis  goes  about  his  work  with 
great  efficiency,  capx  has  just  six  em- 
ployees in  its  Albuquerque  offices. 
Inexpensive  print  advertisements  in 
small  publications  for  aids  and  cancer 
victims  are  used  to  attract  prospects. 

But  the  real  key  lies  in  evaluating  a 
patient's  life  expectancy.  Before  buy- 
ing a  policy,  capx  sends  the  patient's 
medical  records  to  a  panel  of  six  doc- 
tors; die  panelists  then  predict  how 
long  they  think  the  patient  will  live. 
Policies  that  won't  pay  off  on  a  suicide 
are  avoided.  The  application  process 
takes  about  six  weeks. 

De  Santis'  doctors  know  their  stuff. 
So  far  capx's  average  customer  has 
lived  just  over  nine  months. 

According  to  De  Santis,  capx  will 
spend  about  $25  million  this  fiscal 
year  buying  policies  with  a  face  value 
of  $40  million.  Most  of  De  Santis' 
capital  comes  from  a  convertible  de- 
benture offering  in  September  1991 
that  raised  $55  million. 


Nunzio  De  Santis 
of  CAPX  Corp. 
The  faster  they 
die,  the  more  the 
company  makes. 
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CAPX's  financial  statements  are  not 
easy  to  decipher.  At  the  suggestion  of 
!  the  Securities  &  Exchange  Commis- 
sion, the  cost  of  buying  a  policy  is 
capitalized  as  an  asset;  it  does  not 
show  up  as  an  expense  until  the  policy 
pays  off.  Thus  capx  shows  lots  of 
assets  but  very  little  revenues  or  oper- 
ating expenses,  capx's  books  show 
that  it  lost  $480,000  on  revenues  of 
$1.7  million  in  the  quarter  ending 
June  30.  Its  balance  sheet  carries  $27 
million  of  face  value  policies  pur- 
chased for  $17.4  million.  De  Santis 
invests  part  of  his  unspent  funds  in  a 
portfolio  of  junk  bonds,  on  the  books 
at  $14  million. 

If  his  customers  die  as  De  Santis 
expects,  capx  could  be  quite  a  valu- 
able little  company.  The  face  value  of 
the  policy  minus  what  CAPX  pays  for 
the  policy,  the  cost  of  the  borrowed 
money  and  overhead  yields  a  gross 
margin  of  about  26%  when  a  patient 
lives  nine  months.  That  works  out  to 
an  annualized  return  on  capital  of 
47%.  Should  that  same  patient  live 
two  years  capx  earns  an  annualized 
return  of  less  than  11%.  Hence  the 
importance  of  the  consulting  doctors. 

Born  in  Italy,  De  Santis  came  to 


New  Mexico  with  his  family  at  age  9. 
An  energetic  young  man,  he  bought 
his  own  drugstore  while  putting 
himself  through  the  University  of 
New  Mexico's  pharmacy  school. 
capx  was  started  in  1989  as  a  reinsur- 
ance company;  De  Santis  got  into  life 
policy  speculation  last  year  when  he 
bought  Living  Benefits  Inc.,  which 
pioneered  the  somewhat  controver- 
sial practice  of  buying  dying  people's 
policies. 

De  Santis,  41,  predicts  that  after 
debentures  are  converted  in  a  few 
years  CAPX  will  have  $62  million — 
$6.20  per  fully  diluted  share — in  eq- 
uity. Recently  trading  at  5%  a  share 
(down  from  14%  last  December), 
CAPX  has  a  current  market  cap  of  $32 
million.  De  Santis  owns  11%  of  the 
company's  5.5  million  shares. 

But  things  could  go  wrong  for 
CAPX.  The  so-called  living  benefits 
business  is  drawing  a  fair  amount  of 
competition.  Several  big  insurance 
companies  offer  a  similar  service  to 
their  own  terminally  ill  policyholders. 
Moreover,  several  states  are  starting 
to  regulate  the  business.  Through 
competition  and  regulation,  CAPX's 
margins  are  likely  to  shrink. 


There  is  another,  less  tangible  fac- 
tor to  consider:  De  Santis'  other  fi- 
nancial dealings.  In  1983  he  started  a 
company  called  Diagnostek  Inc.,  and 
took  it  public  that  same  year.  It 
evolved  into  a  mail-order  prescription 
drug  business.  For  the  fiscal  year  that 
ended  Mar.  31,  Diagnostek  earned 
$13  million  on  revenues  of  $293 
million. 

In  August  De  Santis  agreed  to 
merge  Diagnostek  with  larger  rival 
Medco  Containment  Services  in  a 
stock  deal  worth  $411  million.  Had 
the  merger  been  consummated,  De 
Santis'  stock  would  have  been  worth 
$39  million.  But  in  mid-November 
Medco  canceled  the  deal  after  Diag- 
nostek restated  and  reduced  its  earn- 
ings for  a  previous  quarter.  Diagnos- 
tek has  sued  Medco,  claiming  breach 
of  contract.  Diagnostek  itself  is  fac- 
ing a  class  action  lawsuit  from  share- 
holders alleging  that  false  and  mis- 
leading information  was  given  out. 
The  company  denies  any  impropri- 
eties. But  even  if  De  Santis  is  vindi- 
cated, the  Diagnostek  episode  could 
leave  behind  an  odor  on  Wall  Street. 
Whether  that  odor  taints  capx  re- 
mains to  be  seen.  ■■ 


Wrm  The  Right  Club 


If  you  prefer  your  golf  with 
quiet  drives  by  the  sea,  this 
should  suit  you  to  a  tee. 

You  can  now  enjoy 
Special  Resort  Member 
privileges  for  one  or  two 
visits  at  Florida's  premier 
private  oceanfront  club,  to 
which  you  may  also  choose 


to  apply  for  membership. 
Ocean  Reef  Club,  just 
under  an  hour's  drive  south 
of  Miami,  offers  4,000 
acres  of  natural  splendor 
and  spectacular  sport. 
With  two  championship 
golf  courses  on  premises. 
Tennis  and  croquet. 


A  magnificent  175-slip  Plus  a  choice  of  superb 

marina.  Great  fishing  from      accommodations, 
bonefish  to  deep-sea.  And       restaurants  and  lounges, 
unforgettable  dives  /  Contact  your  travel 

nearby  at  the  nation's    \XS^"     professional  or  call 
only  living  coral  reef.      jT      1-800-741-REEF  today 
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Key  Largo,  Florida 
Very  Natural.  Very  Exclusive.  Very,  Very  Special. 
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If  you  like  a  nice,  settled  life,  don't  start 
your  own  business.  Even  the  successes  breed 
new  problems.  Just  ask  Ken  Seiff. 

And  then  the 
designer  left 


By  Fleming  Meeks 


Pivot  Corp.'s  Courtney  Taylor  (left),  Ken  Seiff, 
Dean  Seiff  and  Amy  Tucker-Meltzer 
"We're  all  pretty  fearless  here." 
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Kenneth  Seiff  isn't  easily  put  off.  "It 
might  take  15  phone  calls  to  get  a 
buyer  to  come  in  and  look  at  our 
line,"  says  the  energetic  28-year-old 
founder  of  Pivot  Corp.,  a  two-year- 
old  maker  of  golf- related  sportswear. 
"If  a  guy  doesn't  return  my  call,  it 
becomes  a  game.  I  leave  a  different 
message  every  time.  It's  all  selling." 

Chimes  in  Amy  Tucker-Meltzer, 
25,  who  handles  administration,  pub- 
lic relations  and  customer  service: 
"We're  all  pretty  fearless  here." 

Call  it  persistence,  brass,  chutz- 
pah— it's  what  it  takes  to  start  a  busi- 
ness in  an  intensely  competitive  in- 
dustry. It  has  gotten  Pivot's  sport- 
shirts,  pants,  jackets,  all  designed  by 
25-year-old  Courtney  Taylor,  into 
such  fancy  stores  as  Nordstrom,  Ma- 
cy's,  Saks  Fifth  Avenue  and  Bloom - 
ingdale's.  Ken  Seiff  says  his  company 
will  almost  break  even  this  year,  on 
sales  of  $2.5  million. 

Born  and  raised  in  New  York  City, 
Ken  Seiff  earned  an  undergraduate 
degree  from  the  University  of  Penn- 
sylvania's Wharton  School  of  Busi- 
ness in  1986  and  tried  his  hand  at 
finance,  working  on  leveraged 
buyout  deals  with  a  small  firm.  But 
basically  he  wanted  to  do  his  own 
deal.  In  analyzing  a  golf  clothing 
manufacturer,  he  stumbled  upon  an 
intriguing  fact. 

There  were  about  25  million  golf- 
ers in  the  U.S.,  according  to  the  Na- 
tional Golf  Foundation,  with  the  larg 
est  segment  in  the  20-to-29-year  old 
range.  Yet  golf  apparel  makers  were 
still  turning  out  clothes  tor  the  50 
plus  market — the  lime  green  pants 
and  powder  blue  polyester  shirts  thai 
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NO  ONE  TRIES  TO  SEE  YOUR 
POINT  OF  VIEW  MORE  THAN  WE  DO 


Behind  every  television  we  build  is  the  person  who  will  eventually  sit  in 
front  of  it.  You.  By  understanding  what  you  want,  we've  created  TVs  that 
provide  the  biggest,  most  powerful,  most  involving  experience  you  can  get. 

Like  our  award-winning  SuperTUBE™  TV.  Its  breakthrough  FST®  (Flat 
Square  Tube)  technology  results  in  the  brightest,  sharpest  large  screen  TVs 
made,  virtually  eliminating  the  distortion  common  in  other  large  screen  TVs. 
You  helped  us  become  a  world  leader  in  display  technology  and  one  of  the 
largest  manufacturers  of  color  picture  tubes,  with  production  facilities  in 
Horseheads,  New  York  and  Lebanon,  Tennessee. 

At  Toshiba,  we've  always  believed  the  more  we  look  into  you,  the  more 
you  will  look  into  us. 

In  Touch  with  Tomorrow 

TOSHIBA 


Foi  more  information  write: Toshiba  America  Consumer  froducrs,lnc.,82  Totowo  Rood.Wayne.NJ  07470  or  Toshiba  Hawaii, Inc , Honolulu, Hi  96814.  SuperTUBE  is  a  trademark  of  Toshiba  Coip.fST  is  a  registered  trademark  of  Toshiba  Corp.  Simulated  Picture. 
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STARTING  YOUR  OWN  BUSINESS 


_— 

- 

Sir                                       ftfi^^ 

A  Pivot  display 
in  Saks 
Fifth  Avenue 
in  New  York  City 
A  far  cry  from 
lime  green  pants 
and  powder  blue 
polyester  shirts. 


Seiff  says  he  once  swiped  from  his 
grandfather's  closet  to  wear  to  a  col- 
lege Halloween  party. 

That  was  the  opening  he  was  look- 
ing for. 

Knowing  nothing  of  the  rag  trade, 
Seiff  called  the  only  person  he  knew 
who  did — an  ex-girlfriend's  father 
who  ran  a  small  pants  company.  That 
led  to  introductions  to  a  manufactur- 
er's agent  in  Hong  Kong  and  to  buy- 
ers at  Macy's  and  Dillard,  all  of  whom 
Seiff  peppered  with  questions.  He 
quit  his  near-six  figure  job  at  the  i.BO 
firm  in  January  1991,  hired  a  young 
clothing  designer  just  out  of  college, 
and  launched  Pivot. 

And  made  a  roaring  success? 
Not  quite. 

By  March  Seiff  had  sunk  around 
$75,000  of  his  own  cash  into  the 
fledgling  company  and  was  showing 
golf  pro  shops  a  line  of  knit  shirts  and 
cotton  sweaters.  But  his  look  was 
more  or  less  generic,  about  a  notch 
fancier  than   something  you   might 
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find  at  the  Gap.   Pro  shop  buyers 
yawned. 

After  writing  just  $40,000  worth  of 
orders— well  below  the  $200,000 
minimum  required  by  his  Hong  Kong 
agent — Seiff  canceled  the  line  and 
went  back  to  the  drawing  board.  This 
time  his  designer  took  some  chances, 
sketching  a  playful  embroidered  logo 
of  three  golfers  on  the  shirt's  right 
breast  shooting  for  a  small  green  on 
the  left  sleeve.  A  touch  of  whimsy. 

Seiff  made  another  important  deci- 
sion: that  it  was  more  efficient  to  push 
his  line  to  a  few  big  department  store 
chains  rather  than  to  hundreds  of  pro 
shops.  His  role  model:  Ralph  Lauren. 

"What  Ralph  Lauren  did  so  effec- 
tively is  he  sold  a  lifestyle,  he  sold  a 
concept,  he  sold  a  marketing  strate- 
gy," says  Seiff.  His  market  research 
also  told  him  that  about  half  of  the 
country's  25  million  golfers  play  less 
than  seven  times  a  year.  Seiff  figured 
many  of  these  occasional  golfers 
would  spring  for  a  shirt  or  a  sweater  at 


a  department  store,  even  if  they  hardly 
ever  saw  the  inside  of  a  country  club 
pro  shop. 

But  Seiff 's  money  was  running  out. 
He  had  pitched  his  business  plan  to 
some  300  investors  without  a  singly 
nibble.  Who  needed  another  garment 
business?  Besides,  the  recession  was 
already  in  full  swing. 

In  mid- June  1991,  six  months  after 
venturing  out  on  his  own,  Seiff  was 
ready  to  start  looking  for  a  job.  Then, 
as  if  in  the  movies,  the  phone  rang.  II 
was  an  investor  Seiff  had  contacted 
several  months  earlier.  He  wanted  td 
know  where  to  send  a  check  fol 
$10,000;  over  the  next  four  months] 
investors  came  through  with  anoth 
$600,000. 

Concept,  design,  finance,  every; 
thing  was  now  lined  up.  Only  one 
thing  was  lacking:  orders.  By  last  De- 
cember Seiff  had  $135,000  worth  ol 
orders  for  Pivot's  spring  1992  line; 
but    he    had    ordered    merchandisi 
worth  $400,000  at  wholesale.  Anoth 
er  cliff-hanger  for  the  fledgling  busi 
ness.   Happily,  the  stores  that  di 
stock  the  Pivot  goods  saw  them  fly  o: 
the  racks,  and  reorders  poured  in. 

But  even  before  he  was  out  of  th 
jam,  Seiff  and  his  designer  tangl 
over  money,  and  the  designer  walk 
out  the  door. 

Success  in  small  businesses  require. 
thick  skin  and  uncommon  determina-  ™  M 
tion  to  stav  the  course  (see  Forbes 
Nov.  9).  Seiff  showed  he  had  both.  Htf 
interviewed  nearly  200  candidates  be 
fore  hiring  designer  Courtney  Taylor 
Taylor  had  been  working  as  a  desigi 
assistant  at  a  staid  menswear  firm  ani 
was  looking  for  some  excitement 
Seiff  had  plenty  to  offer.  With  just  tw< 
weeks  to  turn  out  designs  and  ge 
specifications  to  Hong  Kong  in  tim 
for  October  delivery,  Taylor  turnc. 
out  200  new  designs,  which  she  an« 
Seiff  narrowed  down  to  about  40. 
was  very  charged  up,"  says  Taylor 

With  the  business  beginning 
click,  Seiff  talked  his  younger  broth] 
Dean,  who  managed  a  bakeshop  .\n 
deli  in  Denver,  into  moving  back  t 
New  York  to  run  the  company's  wad 
house  and  distribution  operation 
He  also  hired  Amy  Tucker-  Melt  /er, 
college  acquaintance  who  was  wort 
ing  as  an  assistant  to  a  motion  pictui 
agent  at  the  William  Morris  Agcnc 
to    handle    administration.    She    ■ 
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r  CAN'T  RECALL  A  WINTER'S  DAT  when  my  brother  wasn't  the  first  to  grace 
he  ice  in  the  morning,  and  the  last  to  leave  his  mark  on  it  in  the  evening.  So  I  was 
>leasantly  surprised  when  he  accepted  the  invitation  to  spend  an  entire  Thanksgiving  Day 
£  my  home  instead  of  on  the  lake.  It  was  then  I  proudly  introduced  him  to  Glenfiddich 
ingle  malt.  Sipping  it  neat,  he  ventured,  "The  only  thing  that  could  possibly  make 
his  Scotch  any  smoother  would  be  to  serve  it  over  ice."  I  was  puzzled.  It  wasn't  until  he 
"J  :ntertained  the  family  on  Christmas  Eve  that  I  understood  exactly  what  he  meant. 
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Pure  malt  Scotch  with 
extraordinary  character. 


Not  blended  with 
grain  whiskies. 


Distilled  and  bottled  by 
the  Grant  family  since  1887. 


Not  matched  by 
any  blend. 


TO  SEND  A  GIFT  OF  GLENFIDDICH  ANYWHERE  IN  THE  U.S.  OR  CANADA  CALL  1-800-24-AN YTIME*  OR  FAX   1-800-255-4387. 
Void  where  prohibited,  bottled  in  Scotland.  439S  alc/vol  <so  proof).  ©William  Orant  A  Sons  inc.,  New  York,  NY  10020. 


He  offered  me  his  red  leather  chair 

and  said  "Congratulations,  Mr.  Chairman" 

We  were  in  the  boardroom. 


Or  was  it  The  St.  Regis? 


NEW  Y       O       8       K 


An  ITT  Sheraton  Luxury  Hotel 


FIFTH  AVENUE  AT  55TH  STREET,  NEW  YORK,  N  Y  10022'TEL  212.753.4500,  TELEX  148368  FAX  212.787.3447 
FOR  RESERVATIONS  CALL  TOLL  FREE  800-759-7550  OR  YOUR  TRAVEL  SPECIALIST 
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MANAGEMENT  RECRUITERS 
^  DELIVERS  THIS  " 


Nationwide  coverage  -  600  offices... 

•  2,000  search  specialists...  we  know  your  industry 

•  World's  largest  and  most  comprehensive  candidate  data  base 

•  Over  25,000  successfully  completed  search  assignments  during  1991  alone 

Personalized  candidate  relocation  services... 

•  City  to  city  cost  of  living  comparisons 

•  Free  financial  and  tax  advice  (rollovers  of  pension,  401(k),  profit  sharing) 

•  National  interstate  moving  services  at  over  50%  cost  reduction 

•  Free  guided  tours  and  real  estate  orientation  in  new  city 

•  National  discount  mortgage  program  for  your  new  employers 

Look  in  the  white  pages  for  the  Management  Recruiters 
office  nearest  y<. ii. 
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MANAGEMENT 
RECRUITERS 

The  search  and  recruiting  spec 


since  taken  on  customer  service  and 
public  relations,  and  also  makes  sales 
calls.  (Two  independent  reps  also  sell 
the  line.) 

What's  next?  With  a  hot  product  on 
his  hands,  Seiff,  who  has  retained  a 
30%  interest  in  the  company,  was  able 
to  raise  another  $600,000  of  equity 
this  summer.  His  main  goal  now  is  to 
convince  department  store  chains  to 
increase  the  number  of  their  stores 
carrying  his  line. 

Next  spring  Pivot  will  introduce  a 
women's  line,  but  Seiff  had  to  us< 
some  ingenuity  here.  He  doesn't  hav 
enough  capital  to  handle  growin 
sales  of  the  men's  line  and  at  the  sam 
time  introduce  a  new  line.  So  he  ha 
Taylor  design  18  shirts,  sweaters  an 
pants  for  women  using  the  softer 


"What  Ralph  Lauren 
did  so  effectively  is  he  sold 
a  lifestyle,  he  sold  a  con- 
cept, he  sold  a  marketing 
strategy,"  says  Pivot's 
Ken  Seiff.  Occasional 
golfers,  he  reasoned, 
would  buy  his 
golf-related  sportswear 
at  department  stores, 
even  if  they  hardly  saw 
the  inside  of  a  pro  shop. 


colored  fabrics  from  the  men's  line. 
Only  a  few  samples  of  each  were  made 
up,  costing  less  than  $1,000.  Seif 
then  talked  buyers  for  20  outlets  intc 
testing  the  women's  line.  Total  out- 
of-pocket  cost  of  the  test:  $25,000J 
"We'll  know  right  away  if  it  works,'] 
Seiff  says.  "If  it's  not  sold  out  to  the 
piece  in  two  weeks,  it  won't  be 
success." 

If  this  sounds  like  a  rather  ner\'ou!J 
way  to  spend  your  days,  the  fact  is  tha^ 
Seiff  and  some  of  the  people  working 
with  him  feel  stimulated  by  it.  "In  th<j 
movie  business,  or  in  fashion  or  in 
vestment   banking,   you   do   all    the 
grunt  work,  and  you  work  for  tyj 
rants,"  says  Tucker-Meltzer,  explain 
ing  why  she,  Seiff  and  Taylor  gladhfl 
swapped  promising  corporate  jobs  ft 
the  democratic  excitement  and  uneei  i| 
tainty  of  a  startup.  Seiff  puts  in: 
never  considered  doing  anything  hi 
running  my  own  business  since  I  wa 
10  and  had  a  paper  route. " 
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INVEST  YOUR  TIME  AS  PROFITABLY 
AS  YOU  INVEST  YOUR  MONEY! 

Talk  about  interest!  SMITHSONIAN  spans  the  centuries, 

explores  the  universe. . .  brings  you  new,  interesting  and  useful  information 

that  will  add  to  your  knowledge,  expand  your  horizons. 


SMITHSONIAN  magazine  has  no 
prospectus  to  offer  you.  No  way  of 
accurately  defining  what  kind  of  a 
magazine  you'll  be  getting.  Like  love 
and  electricity,  SMITHSONIAN  is 
impossible  to  explain  quickly  or 
completely. 

But  we  know  you  don't  invest  your 
time  or  your  money  blindly.  So  we'll 
try  to  give  you  some  indication  about 
what  SMITHSONIAN  is  all  about. 
And  the  rewards  you'll  enjoy  as  a 
reader. 

Our  editor  describes  SMITHSONIAN 
as  "the  magazine  for  people  who 
don't  watch  Donahue."  It's  also  the 
magazine  that  never  had  Demi  Moore 
on  its  cover— pregnant  or  otherwise. 
Never  had  a  kind  word— or  an  unkind 
one— for  any  sitting  (or  running) 
President.  Never  told  readers  which 
Scotch  to  drink.  Or  what's  in  or  out 
of  fashion. 

Our  minds— and  our  pages— are  on 
more  important  matters.  Like  what's 
been  going  on  in  the  world  these  past 
few  hundred  million  years.  What's 
worth  knowing  more  about  in  today's 
universe— people  and  places,  plants 
and  animals,  arts  and  sciences. 
And  what's  ahead  for  us  and  future 
generations. 

That's  a  lot  of  coverage.  But  as 
you 'Usee,  SMITHSONIAN  is 
a  lot  pf  magazine. 

In  a  typical  issue,  we  may  take  you 
on  a  dig  at  the  site  of  ancient  Troy. . . 
recall  the  scandals  of  Andrew  Jack- 
son's administration,  which  make 
recent  political  peccadilloes  seem 
trivial. .  .let  you  know  why  dogs  bark 
and  crows  come  home  to  roost. 

We'll  ^how  you  an  elephant  who 
turns  out  abstract  paintings  collectors 
are  scrambling  for. .  .preview  hi-tech 
video  that's  about  to  explore  other 


Smithsonian 
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planets. .  .follow  the  satellite  that  may 
have  spotted  the  Garden  of  Eden. . . 
introduce  you  to  the  one  prolific 
author  who  wrote  over  125  different 
series— including  Tom  Swift, 
The  Bobbsey  Twins,  Nancy  Drew 
•and  The  Hardy  Boys. 

In  all,  you'll  get  over  2,000  pages 
of  lively  reading  and  beautiful  photo- 
graphs in  a  year's  subscription  to 
SMITHSONIAN.  12  unpredictable, 


enlightening  and  eye-opening  issues 
for  only  $22.  That's  $14  under  news- 
stand costs!  And  it  includes  member- 
ship in  the  Smithsonian  National 
Associates. 

This  is  a  no-risk  investment ! 
Because  if  you're  not  satisfied  with 
SMITHSONIAN  at  any  time,  just  let 
us  know  and  we'll  send  you  a  full 
and  prompt  refund  for  the  value  of 
unmailed  issues. 

So  turn  off  the  tube.  Pull  up  a  chair. 
Pour  yourself  a  snifter  of  brandy.  And 
get  ready  to  enjoy  your  first  issue  of 
SMITHSONIAN. 

We  don't  know  where  it  will  take 
you.  Maybe  to  Motown.  Maybe  to 
Mars.  Wherever  it  is,  you'll  enjoy  the 
sights  and  profit  from  the  experience. 

Use  coupon  below  to  start 
SMITHSONIAN  coming  your  way. 
For  fastest  service,  Call  Toil-Free 
1-800-352-3900  any  business  day. 

SMITHSONIAN  INSTITUTION- 
Dept.  46,  Membership-Circulation 
420  Lexington  Avenue,  Suite  1945 
New  York,  NY  10170-0084 


SUBSCRIPTION/MEMBERSHIP  FORM 

YES,  please  enroll  me  as  a  member  in  the  Smithsonian  Associates  and  start  my  year's 
subscription  to  SMITHSONIAN  magazine  (12  monthly  issues)  for  only  $22.  Send  my 
personal  membership  card  along  with  a  list  of  membership  benefits  and  privileges. 
I  must  be  satisfied  with  SMITHSONIAN  or  I  may  cancel  at  any  time  and  rect  ve  a  full 
refund  for  the  value  of  unmailed  copies. 

D  Check  for  $22  enclosed  □  Bill  me 

NAME 


(please  print) 


ADDRESS. 


.APT#. 


CITY_ 


_  STATE, 


.ZIP. 


Outside  U.S.:  $35  (payment  with  order  in  U.S.  funds,  please).  80%  of  dues  is  allocated  for  magazine  subscription. 
Look  for  your  first  issue  in  4-6  weeks. 

MAIL  TO:  SMITHSONIAN  INSTITUTION  -  Dept.  46,  Membership-Circulation 
420  Lexington  Avenue,  Suite  1945,  New  York,  NY  10170-0084 
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In  two  and  a  half  years,  Tony  Terracciano 
built  First  Fidelity  Bancorporation 
into  New  Jersey's  best  banking  franchise. 
Now  comes  the  hard  part. 
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By  Matthew  Schifrin 

Anthony  Terracciano,  chairman 
and  chief  executive  of  First  Fidelity 
Bancorporation  of  Newark,  N.J.,  is  a 
man  in  a  hurry.  He  says  he  wants  to 
expand  the  bank's  $30  billion  asset 
base  to  $50  billion,  soon.  To  judge 
from  his  record,  he  should 
meet  his  goal.  "" — — — 

Known  among  bankers 
as  a  tough  opportunist, 
54-year-old  Terracciano 
spent  23  years  with  Chase 
Manhattan  Bank,  rising  to 
vice  chairman.  Then, 
from  1987  to  1990,  he 
helped  Frank  Cahouet 
turn  round  Pittsburgh's 
Mellon  Bank.  Once  that 
was  done,  Terracciano 
wanted  to  run  his  own 
bank  and  wound  up  at 
First  Fidelity  when  the 
former  chief  executive 
retired. 

First  Fidelity  was  a  mess 
when  Terracciano  arrived 
in  February  1990.  Prob- 
lem loans  and  losses  were 
mounting,  and  First 
Fidelity's  capital  ratio  was 
ebbing,  to  4.3%  of  assets. 

Terracciano  had  to 
move  fast.  He  slashed 
noninterest  expenses  by 
eliminating  1,400  jobs 
immediately,  10%  of  the 
total.  He  saved  more 
money  by  outsourcing 
the  bank's  entire  comput- 
er operations  to  General 
Motors'  Electronic  Data 
Systems  and  standardiz- 


ing the  bank's  loan  underwriting  ap- 
proval process.  All  in  all,  Terracciano 
eliminated  some  6,000  jobs;  operat- 
ing expenses  have  dropped  from 
70%  of  revenue  in  1989  to  around 
57%  today. 
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Anthony  Terracciano,  First  Fidelity  chairman 

"Everyone  else  wants  to  buy  the  same  goddamn  things. 


Shareholders,  too,  shared  in  the 
pain  as  Terracciano  cut  the  dividend 
by  40%. 

While  the  bank's  cost  structure  was 
being  compressed,  Terracciano  be- 
gan buying  failed  institutions  aggres- 
sively from  the  FDIC  and 
^~ ^~     the  RTC.    Underline   ag- 
gressively.   "The    longer 
you  take  to  get  to  the 
position  you  want  to  be 
at,  the  more  risk  you  have  I  p|rfClj 
of  being  forced  to  miss   ■ 
something     that     comes 
along,"  says  Terracciano.    '■' 
In  the  space  of  2x/2  years 
he  picked  up  eight  banks 
and  thrifts  with  nearly  $  1 0 
billion    in    deposits,    at 
modest  prices.  In  his  latest 
deal,  he  paid  the  FDIC  $73 . 
million  this  October  forjtf'liw! 
the  70  branches  and  $3.4 
billion     in     deposits     of 
Howard  Savings  Bank  of  . . 
Livingston,  N.J.  This  deal 
gives  First  Fidelity  anoth-  : 
er  $3  billion  in  assets  and  lies  until 
leaves  the  government  on 
the  hook  for  most  of  the \'^lm\n. 

riskAy  loT,  u     x       fa 

A  careful  buyer,  Terrac-  ( 
ciano  has  also  been  a  care 
ful  seller  of  First  Fidelity's!'1"  " 
equity.  Early  last  year  First' 
Fidelity's  stock  was  selling 
at   a   slight   discount   to 
book  value.   Terracciano 
needed  new  capital  for  his 
acquisition   program   but 
was  unwilling  to  sell  stock 
to  the  public  at  such  a  low 
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he  Falcon  2000  opens  16  windows  of  opportunity. 


]abin  7  ft  8  in.  wide. 


2  Cabin  more  than  26  ft  long. 


3  Cabin  headroom  6  ft  2  in. 


n 


Cabin  volume:  149%  larger 
isenger  seating  area  than  the 
e  1000,  123%  larger  than 

C  ation  X,  even  larger  than 

C  allenger. 

£  Baggage  volume:  121%  more 
t  m  BAe  1000,  101%  more  than 
(  :ation  X,  23%  more  than 
( lallenger. 

N  Powerful  and  efficient  twin 
J  E  738  turbofan  engines.  (At 

410,  the  Falcon  2000  has  more 
pi  "ust  to  weight  than  a  G-IV  or 
tk<|tation  III.) 

Direct  climb  to  FL410. 

3000  nautical-mile  range  (.80 
ch,  8  pax,  standard  interior, 
AA  IFR  reserves). 


Unprecedented  price 
rformance  that  redefines  how 
ich  business  jet  you  can  expect 
r  your  money. 


.  ).  Unique  opportunity:  lease  a 
;w  Falcon  50  at  below-market 
tes  until  your  Falcon  2000  is 
slivered.  Low  cash  outlay, 
inimal  operating  costs,  lease 
bility  ends  with  Falcon 
)00  delivery.  Contact 
i  for  details.  ^ 


1 1.  Built  with  proven  systems 
hardware  by  Dassault  Aviation, 
one  of  the  world's  most  presti- 
gious aerospace  companies. 

1 2.  Lowest  direct  operating  costs 
in  its  class. 

1 3.  Falcon  Jet's  famous  reliability 
and  maintainable  design. 

14.  New  Falcon  +  PLUS  five-year 
warranty  with  a  "no  surprises" 
support  package  unequaled  in  the 
industry. 

1 5.  Sixteen  large  cabin  windows. 
Four  additional  large  cabin 
windows  optional. 

16.  Orders  are  now  being  accept- 
ed. The  window  of  opportunity  is 
getting  small.  '95  delivery  posi- 
tions are  sold  out  and  only  a  few 
remain  for  '96. 

For  more  revealing  information 
about  the  new  Falcon  2000,  ask 
for  an  executive  or  pilot  presen- 
tation. Write  on  your  company 
letterhead  or  call  Gene  Rainville, 
Senior  Vice  President  Marketing, 
at  201-967-2746. 


FalconJet 

Teterboro,  New  Jersey  07608 


1ST 
'LIGHT 

Early 
'93 


DISCOVER 
HISPANIC 
AMERICA! 


HISPANIC 


a  a  a  u-a 


There's  a  whole  new  world 
out  there.  Hispanics  today  are 
professionals,  entrepreneurs, 
and  corporate  executives. 
They're  creating  opportunities, 
starting  new  businesses, 
and  changing  the  face  of 
corporate  America.  Each 
month,  HISPANIC  reaches 
500,000  upscale  Hispanics.  To 
learn  more  about  this  exciting 
new  market,  call  Alfredo  J. 
Estrada,  Publisher,  at  (202) 
682-3000. 

HISPANIC 

THE  MAGAZINE  FOR  AND  ABOUT  HISPANICS 


First  Fidelity 

price.  Solution:  He  sold  new  stock 
equivalent  to  1 3%  of  the  bank's  equity 
to  Spain's  Banco  Santander  for  $220 
million,  a  modest  premium  to  First 
Fidelity's  price  on  Wall  Street  at  the 
time.  The  Spaniards  have  since  inject- 
ed $60  million  and  have  increased 
their  stake  to  16%.  Still  outstanding 
are  warrants  to  buy  another  8%  of  the 
company  for  another  $180  millioif. 

Terracciano's  two-pronged  strate- 
gy of  shrinking  the  cost  structure  and 
expanding  the  asset  base  has  made 
First  Fidelity  New  Jersey's  dominant 
bank,  and  its  most  profitable  among 
the  major  players.  According  to  Vir- 
ginia-based SNL  Securities,  First  Fidel- 
ity's 570  branches  handle  20%  of  New 
Jersey's  deposits,  double  the  share  of 
its  next  biggest  competitors,  Midlan- 
tic  National  Bank  and  UJB  Financial. 
First  Fidelity  also  has  a  strong  pres- 
ence in  eastern  Pennsylvania. 

Under  Terracciano,  return  on  as- 
sets has  climbed  from  -0.02%  in  1990 
to  + 1 . 1 4%  recently,  about  equal  to  the 
national  average;  return  on  equity  is 
nearly  16%,  compared  with  a  typical 
9%  for  banks  in  First  Fidelity's  region. 
Meanwhile,  the  bank's  tier  one  capital 
ratio — the  most  stringent  measure  of 
capital  to  leverage — has  jumped  from 
4.3%  of  tangible  assets  in  1990  to 
6.75%  today. 

And  now,  the  hard  part:  continuing 
to  expand  First  Fidelity's  asset  base 
without  eroding  the  quality  of  those 
assets,  and  without  diluting  First  Fi- 
delity's equity. 

Most  of  the  best  cherries  have  been 
plucked  from  the  government's  port- 
folio of  failed  thrifts.  Rivals  such  as 
Bank  of  New  York,  Chemical  Bank, 
CoreStates  Financial  and  Terraccia- 
no's former  employers,  Chase  Man- 
hattan and  Mellon  Bank,  are  trawling 
the  region,  from  Massachusetts  to 
Maryland.  To  buy  Howard  Savings 
Bank,  for  example,  First  Fidelity  had 
to  outbid  Pittsburgh's  PNC  Financial. 

"Once  we  get  an  institution,  we 
know  what  to  do  with  it,"  grumbles 
Terracciano  between  drags  on  his  cig- 
arette, "but  everyone  else  wants  to 
buy  the  same  goddamn  things." 

One  thing  Terracciano  doesn't 
want  to  buy  is  more  deposits.  "The 
bank  is  up  to  its  ears  in  deposits,"  he 
says.  What  it  needs  is  fee  income — 
trust  business,  money  management 
and  mutual  fund  products  that  Ter 


racciano  would  distribute  through 
the  bank's  vast  branch  network.  First 
Fidelity's  noninterest  income  as  a  per- 
centage of  assets  is  1.1%,  well  below 
the  1.9%  average  at  most  big  banks/ 
Problem  is,  fee  income  is  expensive  to] 
acquire.  Again,  everyone  wants  it. 

Terracciano  must  also  watch  the 
dilutive  effects  on  First  Fidelity's 
stock  if  he  makes  acquisitions  for 
stock.  At  a  recent  Z9xh  the  bank's 
stock  has  nearly  doubled  since  Terrac- 
ciano came  aboard — but  even  so,  it 
sells  for  a  relatively  modest  150%  of 
book  value. 

Terracciano  insists  he  won't  be 
suckered  into  overpaying  for  assets. 
He  recently  watched  as  his  former 
employer  Mellon  Bank  purchased  the 


n 
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Terracciano  had  to 
move  fast.  He  slashed 
noninterest  expenses  by 
eliminating  1,400  jobs 
immediately,  and  saved 
more  by  outsourcing  the 
bank's  computer  opera- 
tions. Operating  expenses 
have  dropped  from  70% 
of  revenue  in  1989  to 
around  57%  today. 
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Boston  Co.  from  American  Express 
for  $1.45  billion — or  1.4  times  Bos 
ton  Co.'s  book  value.  Jeffrey  Nas; 
chek,  a  Salomon  Brothers  analyst 
thinks  Terracciano  may  be  eyeing 
Philadelphia's  $5.6  billion  (assets 
Meritor  Savings,  a  severely  trouble*, 
thrift  that's  in  a  market  where  Terras  I 
ciano  would  like  to  expand. 

Some  institutional  investors  whe 
know  Terracciano  well  believe  thai 
ultimately,  if  he  can't  find  the  acquisfl 
tions  he  wants  at  realistic  prices,  he'! 
consider  selling   First   Fidelity  to 
larger  bank.  If  he  were  to  sell, . thl 
powerful  New  Jersey  franchise  he  haw 
established  would  certainly   fetch 
nice  premium  to  its  current  maikc 
value  of  $2.8  billion.  Banco  Santan 
der  would  come  out  a  big  winner,  al 
would  Terracciano;  he  mu\  his  famil 
own    112,000  shares  of  the  bank 
stock   plus   options   to   buy   aroun 
200,000  more  shares.  But  if  Terra, 
ciano  decides  to  sell  out,  he'd  lu\ 
to     find     another     bank     to     tin 
around.  ■ 
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{These  Projects  All  CameTbgether 

Because  Different  Departments 

CoddMWorkTogether. 


MS 


These  days,  it  takes 

groups  of  specialists  to 
isher  a  project  from 
ronception  to  completion. 
Vnd  that  assumes  they're 
ible  to  work  together  in  a 
:lose,  cooperative  relation- 
hip  to  get  the  job  done. 

But  consider  the  obsta- 
;les  in  their  path. 

Each  group  may  be 
forking  with  a  different 
lardware  system.  Each  may 
"  lepend  upon  a  different 


The  Intergraph  system  helps 


4 


)ashii)ia  Banning  Works  Co.  Ltd.  meet  the 
growing  demand  for  new  golf  courses. 


database.  And  the  groups 
nay  be  scattered  over  the 


entire  globe. 


Olympus  Optical  uses  Intergraph's 

products  to  design  the  new  Mju 

(Infinity  Stylus)  camera. 

However,  no  one  pro- 
motes enterprise-wide  inte- 
gration as  thoroughly  as 
Intergraph.  For  one  thing, 
our  workstations,  systems 
software  and  networking 
tools  all  work  together.  In 
addition,  we  offer  the  broad- 
est portfolio  of  technical 
applications  in  the  compu- 
ter graphics  industry.  And 
Intergraph  systems  are  com- 
patible with  a  wide  range  of 
industry  standards.  So  the 
investments  our  customers 
have  made  are  secure. 

If  your  company  could 
benefit  from  an  integrated 


approach  to  product  devel- 
opment, call  us  toll-free  in 
the  U.S.  at  (800)  826-3515. 
In  Canada,  call  (403) 
250-6100.  Phone  us  in 
Asia  or  the  Pacific  Rim  at 
(852)  8661966,  in  Europe 
at  (3D  2503-66333  or,  in 


Using  Intergraph's  Engineering  Modeling 

System,  FASCO  Industries  (Consumer 

Products  Division)  reduces  costly  prototyping. 


the  Middle  East,  call  us  at 
(971)  4-367555.  We'll  work 
together  to  make  sure  that 
your  people  :an  work 
together,  too. 

INTERGRAPH 

Everywhere  you  look. 


)  1991 .  Intergraph  Corporation,  Huntsville,  AL  35894-0001.  Intergraph  is  a  registered  trademark  and  Everywhere  You  Look  is  a  trademark  of  Intergraph  Corporation. 

Other  brands  and  product  names  are  trademarks  of  their  respective  owners. 
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McKee  Foods'  Little  Debbie  snack  cakes  won't  win 
culinary  awards,  but  the  company  shows  how  a  smallish 
business  can  dominate  a  niche  market  against  intense 
competition  from  bigger  companies. 

Mom  and  Dad 
knew  every  name 


By  William  Stern 

If  you  think  that  only  the  giants  can 
compete  in  the  U.S.  food  business 
these  days,  you  reckon  without  pri- 
vately held  McKee  Foods  of  College- 
dale,  Tenn.  Its  Little  Debbie  brand  is 
the  nation's  number  one  snack  cake  in 
unit  volume,  despite  fierce  competi- 
tion from  mighty  Continental  Bak- 
ing's Hostess  brand,  Tasty  Baking's 
Tastykake  and  Interstate  Bakeries' 
Dolly  Madison.  McKee  will  sell  54% 
of  the  snack  cakes  consumed  in  the 
U.S  this  year,  versus  52%  last  year. 
McKee's  revenues  of  $525  million  are 
dwarfed  by  Continental's  $1.9  bil- 
lion, but  in  snack  cakes,  those  bite- 


sized  pies,  rolls  and  cookies,  McKee's 
market  share  dwarfs  Continental's 
18%,  Tastykake's  7.5%  and  Inter- 
state's  3.8%. 

McKee  has  won  by  a  very  simple 
tactic:  It  undersells  its  competitors. 
Its  cakes  and  cookies,  also  sold  under 
the  Sunbelt  label,  sell  for  50%  to  70% 
less  than  competitors'  product.  In 
New  York  City,  for  instance,  a  box  of 
McKee's  Swiss  Cake  Rolls  goes  for  99 
cents,  versus  $2.89  for  Drake's  Yo- 
dels. At  a  Kroger  supermarket  in 
Nashville,  McKee's  Figaroos  cookies 
sell  for  only  $1.19,  while  Nabisco's 
Fig  Newtons  cost  $2.89. 


Ellsworth  and  Jack  McKee  of  McKee  Foods 

Can  cheaper  be  better?  Little  Debbie  says  yes. 
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Isn't  selling  on  price  a  dangerous 
tactic?  Not  if  it  enables  you  to  sweep 
the  market  the  way  McKee  does.  Its 
net  margins  are  an  estimated  6%;  the 
industry  average  is  5.5%. 

The  folks  behind  these  impressive 
numbers  are  Jack  McKee,  54,  chief 
operating  officer,  and  brother  Ells- 
worth, 60,  chief  executive  officer. 
They  don't  talk  much  to  outsiders. 
For  one  thing,  Ellsworth  is  painfully 
shy — besides,  why  give  away  the  se- 
crets to  their  success?  Peddling  cakes 
has  brought  the  McKees  a  whisker 
away  from  being  among  the  100; 
wealthiest  families  in  America.  Esti- 
mated net  worth:  $350  million. 

That  kind  of  money  goes  a  long  way 
in  the  Tennessee  Valley  town  of  Col- 
legedale,  population  5,048.  Devout 
Seventh  Day  Adventists,  McKees 
have  been  turning  out  snack  cakes  in 
the  foothills  of  the  Great  Smoky 
Mountains  for  close  to  60  years  now. 
It  was  1934  when  Jack  and  Ells- 
worth's father,  O.D.,  pawned  his  bat- 
tered 1928  Whippet  truck  and 
opened  a  tiny  bakery  with  his  wife, 
Ruth,  on  Dodds  Avenue  in  Chatta- 
nooga. The  company's  strategy  is 
now  as  it  was  then:  Deliver  an  ex- 
tremely sweet  product  to  a  mass  mar- 
ket at  the  lowest  possible  cost. 

The  recession  hasn't  hurt  McKee. 
Consumers  are  trading  down  on 
many  purchases,  including  snack 
cakes,  and  McKee  is  right  there  t 
snag  them.  The  cakes  won't  win  culi- 
nary prizes,  but  as  many  as  half  of 
them  are  devoured  by  kids  age  1 5  and 
under,  interested  more  in  sugar  than 
in  gourmet  qualities.  To  the  moms 
who  do  the  shopping,  price  is  the 
appeal. 

But  this  is  no  case  of  dumb  luck 
McKee  does  things  differently.  First 
the  company  uses  natural  prescrva 
tives  that  give  its  sweets  a  longer  shel 
life  than  some  of  its  ritzy  competi 
tors'.  Although  they're  unlikely  to  si 
unpurchased  for  long,  most  Littl 
Debbie  goods  can  stay  happily  on 
shelf  for  30  days;  Hostess  Twinkics  g< 
stale  in  7  to  10  days.  No  automati 
weekly  deliveries  needed. 

Their  distribution  system  is  differ 
ent,  too.  McKee  trucks  its  cakes  not  i< 
stores,  but  to  independent  distribn 
tors'  central  warehouses  around  th 
country.  From  there,  distributors  CM 
liver  the  cakes  to  grocery  stores  .in 

Forbes  ■  December  7,  il)(> 


n 

in 


1 


Estd- 


JCK 

First 
erva- 
shel 
ixri 
to  si 
Lirtli 


TREAD  UGHTIY-DRIVE  RESPONSIBLY  OFF  ROAD   PIEASE  BUCKIE  UP  FOP  SECURITY  ©  1992  WND  ROVER  NORTH  AMERICA.  INC 


'ist  some  of  the  places  the  new  Range  Rover  outperforms  the  old  one. 


XT 

ii  Flow's  this  for  an  opening? 

Introducing  the  1993  Range  Rover 
. '  bounty  LWB,  the  strongest,  quietest, 
,most  luxurious  and  technologically- 
tdvanced  Range  Rover  ever  built. 

It  has  a  unique  electronic  air  suspen- 
1  sion  system  that  automatically  adjusts  its 
J  height  to  suit  road  conditions,  and  can 
rise  above  rough  terrain,  or  kneel  down 
;  to  curb  height  at  the  press  of  a  button. 

It  also  has  the  longest  wheelbase  of 


any  Range  Rover,  so  passengers  in  back 
can  stretch  their  legs  nearly  twice  as  far. 
What's  more,  with  our  new  electronic 
traction  control,  along  with  ABS,  the 
County  LWB  can  take  you  down  roads 


^HH  RANGE  ROVER 


lost  in  snow,  or  through  pond-size  pud- 
dles with  better  traction  than  ever. 

And  powered  by  a  4.2  liter,  V-8 
engine,  it  even  turns  in  a  more  impres- 
sive performance  on  a  smoothly  paved 
highway. 

Why  not  call  1-800-FINE  4WD  for  a 
dealer  near  you?  Granted,  it  may  not  be 
the  most  inexpensive  Range  Rover  we've 
ever  built.  It  is,  however,  the  best. 

Reason  enough  for  looking  into  it. 


. 
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truck  stops.  Competitors  who  sell  di- 
rectly to  stores  have  the  expenses 
of  a  sales  force  and  higher  costs  for 
transportation. 

"The  warehouse  drops  make  all  the 
difference  for  Little  Debbie,"  says 
Milling  &  Baking  News  editor  Gor- 
don Davidson.  "Most  bakers  feel  it's 
worth  the  cost  and  administrative 
burden  of  putting  salesmen  out  there 
to  fill  the  store  racks  and  talk  to  the 
store  owners.  Little  Debbie,  with  its 
shelf  life  and  loyal  buyers,  can  afford 
not  to." 

McKee's  fat  margins  have  allowed 
it  to  expand,  building  new  bakeries  in 
Gentry,  Ark.  and  Stuarts  Draft,  Va.  to 
meet  increasing  demand.  Even  so,  it's 
struggling  to  keep  up.  Demand  is  so 
strong  that  every  product  that  comes 
off  a  McKee  bakery  line  is  already 
sold.  "We  only  produce  to  fill  or- 
ders," says  Ellsworth  McKee  in  the 
course  of  a  rather  sketchy  interview 
with  a  Forbes  reporter. 

What's  to  stop  McKee's  giant  com- 
petitors from  matching  its  low  prices? 
Common  sense.  Most  of  them  are 
unionized  and  can't  match  McKee's 
low  costs.  They  are  giant  corporations 
with  giant  overhead,  while  McKee  is  a 
family  business.  And  even  with  lower 
prices,  it  would  take  them  years  to  get 
the  economies  of  scale  McKee  gets 
from  its  overwhelming  market  share. 

"The  McKees  have  so  dominated 
this  end  of  the  market  that  it  would  be 
difficult  for  the  competition  to  step 
in,"  says  Merrill  Lynch  food  analyst 
Leonard  Teitelbaum.  "It's  a  question 
of  market  segmentation,  and  the  up- 
scale bakers  will  stay  in  the  market 
they  know." 

No  surprise  that  fee -hungry  invest- 
ment houses  are  amassing  files  on 
McKee  Foods  and  positively  drool  at 
the  prospect  of  convincing  the  family 
to  sell  out.  Fat  chance.  Continental 
Baking  has  made  overtures,  but  Jack 
and  Ellsworth  McKee  (and  Ells- 
worth's reclusive  daughter  Debra,  the 
brand's  namesake)  want  to  keep 
things  in  the  family.  "When  Mom  and 
Dad  ran  things,  they  knew  every- 
body's name,  and  before  we  got  so 
big,  I  did  too,"  laments  Ellsworth 
McKee.  Wouldn't  going  public  en- 
able the  company  to  grow  faster? 
Ellsworth  has  a  ready  answer  to  that 
one:  "We're  committed  to  growth, 
but  the  family  comes  first."  H 
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Steelcase,  long  a  model  private  company,  must 
contend  these  days  not  only  with  lost  market 
share  but  with  renegade  shareholders  as  well. 

Murphy's 
Law 


By  Randall  Lane 

Steelcase,  the  Grand  Rapids,  Mich.- 
based  maker  of  office  furniture,  is 
accustomed  to  leading  in  its  highly 
competitive  industry.  But  last  year 
this  model  employer  and  model  busi- 
ness lagged  rather  than  led.  Sales  in 
the  office  furniture  industry  dipped 
8%  but  Steelcase  was  down  14%,  while 
its  market  share  slipped  from  25%  to 
23%.  For  fiscal  1992  (ended  Feb.  29) 
its  North  American  revenues  sank  to 
$1.68  billion,  from  $1.95  billion, 
while  net  collapsed  to  $51  million, 
from  $146  million.  For  years  Steel- 
case had  netted  9%  or  more  on  sales; 
last  year  it  eked  out  just  3%. 


"We  cannot  become  complacent," 
Chairman  Robert  Pew  has  always 
urged.  Yet  that's  just  what  happened. 
As  the  commercial  real  estate  market 
weakened  and  the  growth  of  white- 
collar  jobs  slowed,  so  did  the  demand 
for  standard  types  of  office  equip- 
ment— desks,  filing  cabinets,  chairs. 
This  slump  was  partly  offset  by  de- 
mand for  newer  products,  but  Steel- 
case has  never  been  known  as  an 
industry  innovator.  Whereas  compet- 
itor Herman  Miller  has  been  selling 
popular  ergonomic  chairs  since  1976, 
Steelcase  brought  out  a  competitive 
chair  only  in  1986. 
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Steelcasc   is   considered   a   model 
mpany  in  good  part  because  of  its 
perlative    employee    relations.    Its 
lployees  are  the  best  paid  in  the 
fice  furniture  business  and  bonuses 
;  generous,  too.  A  veteran  employ- 
earning  $30,000  a  year  can  end  up 
th  $45,000  in  salary  and  bonus;  this 
good  money  in  a  smallish  city  like 
rand  Rapids.  Jobs  at  Steelcase  re- 
ain  so  sought-after  that  most  open- 
gs  are  filled  by  friends  and  relatives 
longtime  workers.  Layoffs  are  rare. 
All  this  backfired  last  year.  With  its 
)w  layoff  policy,  Steelcase  kept  pro- 
lction  and  employment  high  even 
hen  sales  slumped.  It  had  to  dis- 
>unt  to  do  so.  Some  items  were 

raj   scounted  by  as  much  as  80%. 

ned.    Only  two  years  earlier,  in  1989, 
eelcase  had  spent  $111  million  con- 

ntc»ructing  a  seven -story  pyramid  to 

land  3use  the  company's  design  and  engi- 
;ering  subsidiaries.  It  is  first  class, 
at  it  was  probably  the  wrong  symbol 
>r  the  frugal  1990s. 
That  same  year  Steelcase  lost  a  pat- 
it  infringement  suit  to  competitor 

pet  [aworth  over  prewired  office  cubi- 
es.  Steelcase's  liability  is  estimated 
)  be  around  $100  million. 
All  this  happened  at  a  most  incon- 
nient  time  for  management.  Nearly 
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Chairman 
Robert  Pew 
His  warnings 
against 
complacency 
fell  on 
deaf  ears. 


all  the  stock  has  belonged  to  some 
100  descendants  of  the  three 
founders — Walter  Idema,  Peter  Wege 
and  David  Hunting.  But  there  has 
been  no  market  in  the  stock.  If  a 
family  member  wanted  to  sell,  his  only 
option  was  to  go  to  the  company  and 
haggle,  hoping  to  get  book  value.  In 
the  open  market  the  stock  would 
certainly  have  commanded  a  higher 
price.  Most  of  the  shareholders  went 
along  with  this  because  it  enabled 
them  to  pass  on  their  shares  to  their 
heirs  with  minimal  estate  taxes. 

But  now  shares  are  in  the  hands  of 
the  third  and  fourth  generations,  and 
ties  have  weakened.  Fewer  family 
members  live  in  Grand  Rapids;  fewer 
still  work  for  the  company.  But  man- 
agement didn't  alter  its  policy. 

It  finally  happened.  Last  year  two 
or  three  shareholders  rejected  Steel- 
case's  offers  and  took  their  shares  to 
broker  Robert  W.  Baird  &  Co.  Ray 
Olds,  whose  grandfather  was  a  minor 
investor  at  the  founding,  sold  Baird 
his  shares.  Former  Steelcase  vendor 
James  Azzar  managed  to  get  his  hands 
on  1,000  shares  at  $76  each.  He  then 
gave  431  friends,  relatives  and  em- 
ployees one  share  apiece.  This  devious 
move  brought  the  total  number  of 
shareholders  above  500 — the  num- 
ber at  which  the  Securities  &  Ex- 
change Commission  requires  compa- 
nies to  make  public  disclosures. 

Steelcase  has  gone  to  great  lengths 
to  counter  Azzar,  saying  that  he  is  a 
fired  vendor  with  a  grudge.  It  refused 
to  register  Azzar's  stock  purchase  or 
his  giveaways.  In  May  it  did  a  1-for- 
100  reverse  split,  leaving  Azzar  a 
harmless  10  shares — too  few  to  split 
among  his  friends  and  force  Steelcase 

A  $111  million  center  for 
designers  and  engineers 
First  class,  but  prudent? 


to  disclosure.  The  case  is  in  the  courts. 

Meanwhile,  most  of  the  sharehold- 
ers remain  loyal.  Vice  Chairman  Peter 
Wege,  son  of  the  founder  and  his 
family's  patriarch,  says:  "I've  checked 
with  every  one  of  my  children  and 
every  one  of  them  believes  they  are  a 
united  unit  behind  Steelcase."  But 
the  betting  is  that  management  will 
soon  have  to  offer  more  generous 
prices  to  shareholders  wishing  to  cash 
in.  Management  is  keeping  its  fingers 
crossed  that  future  generations  won't 
create  such  a  run  on  cash  that  the 
company  will  have  to  go  public. 

For  all  these  problems,  folks 
around  Grand  Rapids  believe  that 
Steelcase  management  will  ride  out 
the  storm.  While  a  3%  net  margin  isn't 
the  same  as  9%,  it  isn't  poverty  row. 
Steelcase  has  an  admirable  balance 
sheet:  $300  million  in  cash  and  short- 
term  investment,  versus  just  $55  mil- 
lion in  long-term  liabilities. 

In  December  of  1990  Chairman 
Pew  and  the  board  replaced  Chief 
Executive  Frank  Merlotti  with  Jerry 
Myers,  former  head  of  TRW's  automo- 
tive sector.  "We  lost  track  of  the  fact 
that  the  customer  should  be  telling  us 
how  to  run  the  business,"  Myers  says. 
He  has  45  full-time  employees  look- 
ing for  ways  to  cut  costs.  "Customers 
know  there's  excess  capacity,"  Myers 
says.  "This  is  a  condition  that's  going 
to  be  with  us.  It's  up  to  us  to  re- 
spond." To  become  more  responsive 
to  the  market,  Myers  decentralized 
decision-making,  breaking  the  com- 
pany into  five  divisions. 

Prospects  are  strong  for  Steelcase's 
50%-owned  European  joint  venture, 
Steelcase  Strafor- Europe.  And  Steel- 
case is  busily  developing  new  product 
lines,  including  one  called  Breaking 
Patterns,  for  work  teams. 

Myers  predicts  sales  will  be  up  5%  to 
12%  this  year,  with  some  market  share 
recaptured.  But  he  has  no  illusions 
about  an  early  recapture  cf  Steelcase's 
former  profitability  at  a  time  when 
businesses  are  sharply  cutting  their 
white-collar  pay  rosters.  "I  don't  an- 
ticipate that  the  pie  is  going  to  grow 
significantly  any  time  in  the  near  fu- 
ture," says  Kermit  Campbell,  chief 
executive  of  Herman  Miller.  Consul- 
tant William  Isenberg,  himself  a  for- 
mer Steelcase  executive,  says  bluntly: 
"It  used  to  be  a  gentleman's  industry. 
But  the  gloves  are  off  now."  MM 


)rbes  ■  December  7,  1992 


175 


■i;igfiiiiiiii;tnyii^imiiHii,',i^;iiyii:n;iiTK 


Despite  the  recession  and  a  rash  of  public 
stock  offerings,  privately  owned  companies 
are  by  no  means  a  vanishing  breed. 


Private 
agenda 


By  Tina  Russo  McCarthy  and  Steve  Kichen 

Reported  by  Matthew  A.  Blumenfield,  Kristen  P.  de  Oliveira,  Steven  Ramos, 

Robert  B.  Rosenstein,  Robert  J.  Sherwood,  Gilbert  Steedley,  Linda  Stinson  and  Susan  Yu 

With  programming  by  John  Moschetto 
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The  hot  stock  markets  of  the  past  few  years  have  taken 
a  toll  among  big  privately  owned  businesses.  Nearly  one  in 
ten  of  the  private  outfits  on  last  year's  list  has  since  gone 
public,  taking  advantage  of  the  public's  and  institutional 
investors'  seemingly  insatiable  appetite  for  new  issues. 
Among  the  big  privates  gone  public  in  the  past  12  months 
are  Cone  Mills,  Owens-Illinois  and  Stop  &  Shop  (see  table, 
opposite). 

The  attrition  from  our  list  of  400  private  companies 
might  have  been  greater  were  it  not  for  the  slowdown  in 
the  new  issues  market  in  the  second  half  of  1992.  Dr 
Pepper/Seven-Up  Cos.,  Specialty  Retailers  and  Rabco 
Health  Services,  for  instance,  postponed  their  offerings. 

The  appeal  of  going  public  these  days  is  quite  evident: 
Stock  prices  are  high.  The  owners  can  take  in  a  lot  of  cash 
for  themselves  without  giving  up  much  control.  Or,  if  they 
are  selling  stock  on  behalf  of  the  company,  not  themselves, 
they  see  a  stock  underwriting  as  a  form  of  cheap  capital. 

So  what's  the  appeal  of  staying  private?  For  some 
companies  the  appeal  is  in  the  very  thing  that  makes  others 
want  to  go  public,  and  that  is  that  publicly  traded  shares 
are  richly  priced.  If  neither  the  company  nor  its  owners 
need  the  cash,  the  owners'  families  may  benefit  from 
keeping  the  company  closely  held.  The  limited  market  for 
shares  keeps  down  valuations  on  estate  tax  returns.  Steel- 
case,  the  giant  office  furniture  company  ranked  49th  in  our 
listing,  is  a  case  in  point.  See  story  on  page  174. 

For  other  outfits  a  good  reason  to  avoid  going  public  is 
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to  avoid  attracting  attention  from  competitors,  unior 
organizers  or  kidnappers.  And  then,  some  company  own 
ers  simply  aren't  comfortable  in  the  spotlight.  Thus,  th< 
secrecy  at  McKee  Foods,  a  bakery  ranked  331st  on  our  list 
might  be  nothing  more  than  a  corporate  personality  trait 
See  story  on  page  1 72. 

Private  companies  are  smaller  than  their  publicly  trade*] 
counterparts,  but  they  aren't  peanuts.  This  year  the  400th| 
largest  private  company,  Taubman,  a  real  estate  develop' 
ment  and  management  company  in  Bloomfield  Hills 
Mich.,  is  listed  with  estimated  revenues  of  $447  million) 
Compare:  America's  400th-largest  public  company,  Intel 
ligent  Electronics,  has  sales  of  $2.2  billion. 

What's  our  definition  of  "private"?  These  are  U.S^ 
based  for-profit  entities  that  don't  have  widely  hel<] 
common  stock.  They  either  have  too  few  shareholders  1 
be  compelled  to  file  financial  data  with  the  Securities  £ 
Exchange  Commission  or  have  closely  held  stock  and  til 
with  the  sec:  only  because  of  widely  held  debt  securities,  ( 
restrict  their  share  ownership  to  a  select  group,  such 
employees. 

We  exclude  government  agencies,  mutuals,  cooper, 
tives,  subsidiaries  of  public  companies  and  joint  venture 
We  also  exclude  tax-exempt  organizations  like  hospita 
and  universities,  although  we  include  firms  whose  profl 
go  to  tax-exempt  ends  (Encyclopaedia  Britannica,  Battel 
Memorial  Institute)  if  the  business  itself  pays  corpora 
income  tax.  We  exclude  holding  companies  whose  print 
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pal  assets  are  stakes  in  pub- 
lic companies  (example: 
Harold  Simmons'  Contran 
Corp.).  This  year,  for  the 
first  time,  we  have  excluded 
firms  with  fewer  than  100 
employees.  Tiny  trading 
firms  can  report  billions  in 
revenues  while  accounting 
for  only  a  few  million  dol- 
lars in  value  added. 

Except  where  noted,  the 
revenue  shown  is  for  the 
most  recent  fiscal  year;  the 
employee  count  is  for  full- 
timers  or  full-time  equiva- 
lents. Most  figures  are 
worldwide  totals.  This  year, 
however,  we  are  showing 
only  the  U.S.  revenues  of 
accounting  firms.  That's 
because  the  foreign  affili- 
ates of  most  accounting 
companies  are  really  inde- 
pendent organizations. 
The  exception  is  Arthur 
[iiis|  Andersen,  which  shares 
costs,  profits  and  losses 
worldwide.      Last     year's 
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Open  to  the  public 

Company                                1 

Dffering 
price 

Recent 
price 

% 
change 

John  Alden  Financial 

15 

18% 

22.5% 

Ampex 
Arcadian 

6 

7Ve 
19% 

18.8 
-8.7 

Arkansas  Best 

14 

14 

0.0 

Burlington  Industries 

14 

12V2 

-10.7 

Buttrey  Food  &  Drug 
Charter  Medical 

21 

13V2 

9 
5% 

-57.1 
-56.5 

Chicago  &  North  Western  Trans 
Coltec  Industries 

201/2 
15 

20% 
17% 

0.6 
17.5 

Cone  Mills 

10 

14V4 

42.5 

Foodmaker 

15 

12V8 

-19.2 

General  Instrument 

15 

22V4 

48.3 

Hail-Mark  Electronics 

11 

23 

109.1 

HealthTrust 

14 

16% 

17.0 

Hook-SupeRx 

13 

HVe 

-14.4 

Horace  Mann  Educators 

18 

25V2 

41.7 

Hospital  Corp  of  America 
Joy  Technologies 
Kohl's  Department  Stores 
MorningStar  Group 

17 
14 
11 

183/4 

12% 

291/2 

10V4 

-12.8 

-25.7 

110.7 

-6.8 

-31.9 
-18.2 

Musicland  Group 
Owens-Illinois 

20 
11 

13% 

9 

Prime  Computer  (Computervision) 
Revco  DS 

12 

8% 

61/2 
81/2 

-45.8 
1.5 

Reliance  Electric 

19 

17% 

-6.6 

Stop  &  Shop 

l21/2 

16% 

33.0 

Source:  Forbes. 

These  companies 
on  last  year's 
private  company 
list  have  since 
gone  public. 
As  a  group, 
their  shares 
are  up  5.7%. 


worldwide  revenue  figure 
of  $5  billion  for  Coopers  & 
Lybrand,  for  example,  has 
been  trimmed  to  a  U.S.- 
only  figure  of  $1.57  billion 
this  year. 

We  took  a  closer  look  at 
franchise  and  management 
arrangements,  in  an  effort 
to  show  only  revenue  that 
would  appear  on  a  financial 
statement  prepared  under 
the  rules  for  public  compa- 
nies. A  firm  that  manages 
someone  else's  hotel,  for 
example,  realizes  only  a 
portion  of  the  hotel's  reve- 
nue stream.  That  explains  a 
sharp  cut  in  our  revenue 
estimate  for  H  Group 
Holding,  a  manager  of  a  lot 
of  Hyatt  hotels  and  an  own- 
er of  a  smaller  number. 

Our  data  sources  include 
governmental  filings,  vol- 
untary disclosures  and  esti- 
mates from  industry  com- 
petitors, customers  and 
former  employees.  WM 
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— Rank— 

Company 

Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 

1 

1 

Cargill 

Whitney  MacMillan 

$46,800 

63,500 

intl  marketer  &  processor  agri  &  bulk  commods 

2 

2 

Koch  Industries 

Charles  Koch 

19,914e 

12,000 

oils,  chemicals,  minerals,  agriculture 

3 

4 

United  Parcel  Service 

Kent  Nelson 

15,020 

256,000 

package  delivery 

4 

3 

Continental  Grain 

Donald  L  Staheli 

15,000e 

14,750 

commodity  merchandising,  food  processing 

5 

5 

Mars 

Forrest  E  Mars  Jr 

ll.OOOe 

28,000 

candy  manufacturing,  pet  food,  rice 

6 

16 

Goldman,  Sachs  &  Co 

Stephen  Friedman 

8,500e 

6,750 

investment  banking,  securities  brokerage 

7 

7 

•NWA 

John  H  Dasburg 

7,534 

45,000 

airline 

8 

11 

Bechtel  Group 

Riley  P  Bechtel 

7,526 

32,500 

engineering  &  construction 

9 

8 

RH  Macy1 

Myron  Ullman  III2 

6,449 

60,000 

department  stores 

10 
11 

10 

Publix  Super  Markets 

Howard  M  Jenkins 

6,214 

26,000 

grocery  stores 

9 

•Supermarkets  General 

Jack  Futterman 

5,730 

31,000 

grocery  &  drug  stores,  home  improvement  ctrs 

12 

13 

•Montgomery  Ward  &  Co 

Bernard  F  Brennan 

5,632 

54,373 

department  stores 

13 

21 

Arthur  Andersen  &  Co,  SC 

Lawrence  A  Weinbach 

5.5703 

62.0003 

accounting 

14 

15 

Meijer 

Doug  Meijer4 

5,390e 

35,200 

combination  grocery  &  retail  stores 

15 

6 

American  Financial 

Carl  H  Lindner 

5,259 

12,000 

insurance,  food  processing,  radio  &  tv 

New  York-based  American  Standard 
traces  its  role  in  the  plumbing 
fixtures  industry  to  1865. 


16 

20 

ARA  Services 

Joseph  Neubauer 

5,000e 

120,000 

food  svcs,  uniform  rentals,  health  &  ed  svcs 

17 

26 

Levi  Strauss  &  Co 

Robert  D  Haas 

4,903 

32,100 

apparel 

18 

33 

Advance  Publications 

SI  Newhouse  Jr 

4,579e 

19,000 

newspapers,  magazines,  books,  cable 

19 

28 

Marmon  Group 

Robert  A  Pritzker 

3,867 

27,050 

indus  materials,  auto&  med  prods,  intl  mktg 

20 

23 

•Trans  World  Airlines1 

Carl  C  Icahn 

3,660 

28,000 
13,400 

airline 

specialty  chemicals,  home  care  prods 

21 

31 

SC  Johnson  Wax 

Richard  M  Carpenter 

3,600e 

22 

29 

•American  Standard 

Emmanuel  A  Kampouns 

3,595 

32,000 

plumbing  prods,  air  conditioning,  auto  prods 

23 

32 

Jack  Eckerd 

Stewart  Turley 

3,562 

39,800 

drug,  optical  &  photo  stores 

24 

24 

Mac  Andrews  &  Forbes  Hold 

ings              Ronald  0  Perelman 

3,496e 

25,700 

cosmetics,  banking,  finl  svcs,  publishing 

25 

44 

Ingram  Industries 

E  Bronson  Ingram 

3,422 

6,526 

distrib  computer  prods,  books,  videos,  barge  ops 

26 

42 

•Alco  Health  Services 

JF  McNamara 

3,218e 

2,560 

distrib  pharmaceutical  &  related  prods 

27 

38 

HEB  Grocery 

Charles  C  Butt 

3,200 

12,000 

grocery  stores 

28 

49 

Phar-Mor1 

David  S  Shapira 

3,144 

13,000 

deep  discount  drugstrs  &  general  merchandise 

29 

39 

Lefrak  Organization 

Samuel  J  LeFrak 

3,100e 

18,000 

real  estate  devel  &  mgmt,  entertainment 

30 
31 

46 
52 

Amway 

Jay  Van  Andel5 

3,0696 

10,000 

household  &  personal  care  prods 

Anschutz 

Philip  F  Anschutz 

3,025e 

26,475 

oil,  railroads,  real  estate,  mining 

32 

45 

Dyson-Kissner-Moran 

Ernest  H  Lorch 

3,000 

12,000 

multicompany 

33 

35 

Grand  Union 

Joseph  J  McCaig 

2,969 

7,600 

grocery  stores 

34 

34 

Food  4  Less  Supermarkets 

Ronald  WBurkle 

2,914 

15,660 

grocery  stores 

35 

36 

Interlaken  Capital 
Hallmark  Cards 

William  R  Berkley 

2,900e7 

12,900 

food  processing,  insurance,  health  care 

36 

43 

Irvine  0  Hockaday  Jr 

2,800 

22,000 

greeting  cards  &  related  prods 

37 

47 

Penske 

Roger  S  Penske 

2,800e 

10,100 

diesel  mfg,  truck  leasing,  auto  dealerships 

38 

17 

Carlson  Cos 

Curtis  L  Carlson 

2,560e 

49,350 

marketing,  hospitality,  travel 

39 

40 

Global  Petroleum 

Alfred  A  Slifka 

2,560 

150 

petroleum  wholesaling  &  retailing 

40 

■ 

•Thrifty  Drug  Stores 

William  E  Yingling 

2,510e 

14,000 

retail  drug  &  sporting  goods  stores 

■  Not  on  last 

year's  list.    •Went  private 

via  leveraged  buyout  since  1987.    e: 

Estimate.  'In 

Chapter  11 

.     2Mark  Handler  is  co-chairman.     3Worldwide 

figures 

"Hendrik  Meijer  is  co-chairman. 

5Richard  DeVos  is  co-chairman.    6Based  on  wholesale 

revenues. 

'Includes  revenues  of  public  subsidiaries. 
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' As  we  enter  the  21st  century,  I  believe  that 

globalization  will  progress  to  a  point  much 

further  than  any  of  us  can  foresee." 


Jong-Hyon  Chey 
Chairman  of  the  Sunkyong  Group 


m 


With  annual  revenues  of  more  than  $13  billion  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  of 
energy,  international  trade,  petrochemical  products  and  engineering  &  construction 
places  Sunkyong  in  the  top  five  business  groups  in  Korea.  We  have  growing 
commitments  in  fine  and  specialty  chemicals,  engineering  plastics  and  pharmaceuticals 
as  well  as  telecommunications,  distribution  and  financial  services. 

The  result  in  the  United  States  -  Sunkyong  generates  close  to  $1  billion  in  annual 
revenues  working  with  hundreds  of  American  companies,  and  it  has  strategic 
alliances  with  such  giants  as  Polaroid  and  the  Fleming  Companies. 

These  alliances  reflect  the  focused  application  of  time,  energy  and  resources 
required  for  a  shared  understanding  of  objectives  -  a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated  to  making  a  reality. 

To  find  out  how  Sunkyong  can  help  make  your  vision  a  reality,  contact  John  Rich, 
Sunkyong  U.S.A.,  Inc.,  110  East  55th  Street,  New  York,  N.Y.  10022    Fax  (212)  906-8137. 


FOR     SUCCESS     WORLDWIDE,     SAY     H 


Sunkyong  Limited    Sunkyong  Industries    SKC    Sunkyong  Engineering  and  Construction    Yukong  Limited 
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— Rank— 

Company 

Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 

41 

58 

Estee  Lauder  Cos 

Leonard  Lauder 

$2,420e 

12,000 

cosmetics 

42 

54 

JM  Family  Enterprises 

Patricia  Moran 

2,400 

2,300 

distrib  Toyota  vehicles  &  related  prods 

43 

48 

Miltiken  &  Co 

Roger  Mil  liken 

2,400e 

14,000 

textiles 

44 

56 

•Payless  Cashways 

David  Stanley 

2,392 

11,700 

home  improvement  centers 

45 

53 

•Borg-Warner 

Donald  C  Trauscht 

2,376 

85,400 

auto  parts,  security  sves 

46 

61 

Red  Apple  Group 

John  Andreas  Catsimatidis 

2,350 

9,500 

grocery  &  convenience  strs,  oil,  real  estate 

47 

62 

Cox  Enterprises 

James  C  Kennedy 

2,323 

17,500 

newspapers,  brdcasting,  cable  tv,  auto  auct 

48 

59 

DHL  Worldwide  Express 

Patrick  Foley 

2,300 

25,000 

international  air  express  &  air  freight 

49 

70 

Stee  lease 

Jerry  K  Myers 

2,300 

20,500 

office  furniture  &  systems 

50 

12 

Ernst  &  Young 

Ray  J  Groves1 

2,2802 

20.0002 

accounting 

51 

162 

Randall's  Food  Markets 

Robert  R  Onstead 

2,25063 

8,102 

grocery  stores 

52 

60 

Hy-Vee  Food  Stores 

Ronald  D  Pearson 

2,224 

12,000 

grocery,  drug  &  convenience  stores 

53 

51 

•Collins  &  Aikman  Group4 

James  R  Birle 

2,167 

22,300 

home  improve  ctrs,  textiles,  auto  &  inds  prods 

54 

67 

Peter  Kiewit  Sons' 

Walter  Scott  Jr 

2,086 

8,000 

construction,  coal  mining,  telecomm,  energy 

55 
56 

64 
74 

Dominick's  Finer  Foods 

James  DiMatteo 

2,050e 

7,500 

grocery  stores 

•Whitmire  Distribution 

Mel  Whitmire 

2,030 

1,000 

pharmaceutical  wholesaling 

57 

65 

Lexmark  International 

Marvin  L  Mann 

2,000e 

4,000 

printers,  typewriters,  keyboards 

58 

25 

Deloitte  &  Touche 

J  Michael  Cook 

l,955e2 

15.3002 

accounting 

59 

86 

Giant  Eagle 

David  S  Shapira 

l,950e 

9,000 

grocery  stores 

60 

57 

Metromedia 

John  W  Kluge 

1,896 

20,252 

restaurants,  telecommunications,  investing 

61 

68 

Hearst 

Frank  A  Bennack  Jr 

l,870e 

14,000 

publishing,  broadcasting 

62 

14 

KPMG  Peat  Marwick 

Jon  C  Madonna 

1.82062 

14.0002 

accounting 

63 

109 

Morse  Operations 

Edward  J  Morse 

1,803 

1,338 

auto  dealerships 

64 

98 

Raley's 

Charles  L  Collings 

1,750 

7,500 

grocery  &  drug  stores 

65 

71 

Graybar  Electric 

Edward  A  McGrath 

1,744 

4,729 

electrical  equip  wholesaling 

K 

If 


Stroh  Brewery,  with  estimated 
sales  of  $1.15  billion,  makes  a  lot 
of  its  money  off  regional  marketing. 


1 

66 

50 

Belk  Stores  Services 

John  M  Belk 

l,700e 

19,200 

department  stores 

67 

82 

Polo  Ralph  Lauren 

Ralph  Lauren 

l,700e 

3,000 

apparel,  home  furnishings  &  accessories 

68 

78 

Schwan's  Sales  Enterprise 

Marvin  Schwan 

l,680e 

872 

frozen  foods 

69 

89 

Wegmans  Food  Markets 

Robert  B  Wegman 

1,611 

6,800 

grocery  stores 

70 

87 

Hillman 

CG  Grefenstette 

1,600 

1,900 

biotech,  real  est,  investments,  hospital  supp 

71 

79 

JR  Simplot 

Gordon  Smith 

l,600e 

9,000 

food  processing,  fertilizer,  livestock 

72 

18 

Coopers  &  Lybrand 

Eugene  M  Freedman 

1.5702 

16.0002 

accounting 

73 

91 

Frank  Consolidated  Enterprises 

James  S  Frank 

1,560 

2,020 

auto  dealerships,  travel  &  fleet  mgmt 

74 

88 

TLC  Beatrice  International  Holdings  Reginald  F  Lewis 

1,542 

5,000 

food  processing  &  distributing 

75 

84 

McCrory5 

Meshulam  Riklis 

1,539 

21,100 

variety  &  discount  stores,  apparel 

76 

99 

Edward  J  DeBartolo 

Edward  J  DeBartolo 

l,500e 

14,000 

real  est  devel  &  mgmt,  racetrack 

77 

176 

Jordan 

John  W  Jordan  II 

1,500 

9,900 

multicompany 

78 

108 

Fidelity  Investments 

Edward  C  Johnson  3d 

1,473 

8,700 

mutual  fund  mgmt,  discount  brokerage 

79 

92 

Holiday  Cos 

Ronald  A  Erickson 

l,460e 

3,600 

convenience  &  grocery  strs,  food  wholesaling 

80 

73 

•Best  Products6 

Stewart  Kasen 

1,440 

5,000 

general  merchandise,  jewelry  stores 

•  Went  private 

via  leveraged  buyout  since  1987. 

e:  Estimate.     'William  L. 

Gladstone  is  co-chief  executive.    2 

U.S.  figuresonly.     3Reflects acquisition  of  Cullum 

Cos. 

"Formerly  Wickes  Cos.     5Listed  as  Riklis  f 

"amily  on  1991  table.     6ln 

Chapter  11. 

H88! 
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Win 

n  1889,  when  Eiffel's  engineering  masterpiece  towered  above  Paris, 
Allendale  had  been  a  top  property  insurer  for  54  years. 


When  Gustave  Eiffel  began  construction  on  his  thousand-foot 
wer  for  the  1889  Paris  Exposition,  many  thought  it  was 
^possible.  But,  in  spite  of  formidable  engineering  challenges, 
le  Eiffel  Tower  was  completed  in  just  2  years.  And  when  the 
*st  visitors  gazed  up  at  his  triumph,  Allendale's  engineers  had 
.en  pioneering  loss  control  technology  for  54  years. 

Today,  Allendale  is  an  international  company  bringing 


engineering  expertise  to  clients  around  the  world.  After  a 
century  and  a  half,  we're  still  shaping  the  history  of  loss  control 
with  engineering,  training,  research,  responsiveness  and  fairness 
in  the  way  we  do  business.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 
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—Rank— 

Company 

Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 

41 

58 

Est.ee  Lauder  Cos 

Leonard  Lauder 

$2,420e 

12,000 

cosmetics 

42 

54 

JM  Family  Enterprises 

Patricia  Moran 

2,400 

2,300 

distrib  Toyota  vehicles  &  related  prods 

43 

48 

Milliken&Co 

Roger  Milliken 

2,400e 

14,000 

textiles 

44 

56 

•Payless  Cashways 

David  Stanley 

2,392 

11,700 

home  improvement  centers 

45 

53 

•Borg-Warner 

Donald  C  Trauscht 

2,376 

85,400 

auto  parts,  security  svcs 

46 

61 

Red  Apple  Group 

John  Andreas  Catsimatidis 

2,350 

9,500 

grocery  &  convenience  strs,  oil,  real  estate 

47 

62 

Cox  Enterprises 

James  C  Kennedy 

2,323 

17,500 

newspapers,  brdcasting,  cable  tv,  auto  auct 

48 

59 

DHL  Worldwide  Express 

Patrick  Foley 

2,300 

25,000 

international  air  express  &  air  freight 

49 

70 

Steelcase 

Jerry  K  Myers 

2,300 

20,500 

office  furniture  &  systems 

50 
51 

12 
162 

Ernst  &  Young 

Ray  J  Groves1 

2,2802 

20.0002 

accounting 

Randall's  Food  Markets 

Robert  R  Onstead 

2,250e3 

8,102 

grocery  stores 

52 

60 

Hy-Vee  Food  Stores 

Ronald  D  Pearson 

2,224 

12,000 

grocery,  drug  &  convenience  stores 

53 

51 

•Collins  &  Aikman  Group4 

James  R  Birle 

2,167 

22,300 

home  improve  ctrs,  textiles,  auto  &  inds  prods 

54 

67 

Peter  Kiewit  Sons' 

Walter  Scott  Jr 

2,086 

8,000 

construction,  coal  mining,  telecomm,  energy 

55 

64 

Dominick's  Finer  Foods 

James  DiMatteo 

2,050e 

7,500 

grocery  stores 

56 

74 

•Whitmire  Distribution 

Mel  Whitmire 

2,030 

1,000 

pharmaceutical  wholesaling 

57 

65 

Lexmark  International 

Marvin  L  Mann 

2,000e 

4,000 

printers,  typewriters,  keyboards 

58 

25 

Deloitte  &  Touche 

J  Michael  Cook 

l,955e2 

15.3002 

accounting 

59 

86 

Giant  Eagle 

David  S  Shapira 

l,950e 

9,000 

grocery  stores 

60 

57 

Metromedia 

JohnWKIuge 

1,896 

20,252 

restaurants,  telecommunications,  investing 

61 

68 

Hearst 

Frank  A  Bennack  Jr 

l,870e 

14,000 

publishing,  broadcasting 

62 

14 

KPMG  Peat  Marwick 

Jon  C  Madonna 

l,820e2 

14.0002 

accounting 

63 

109 

Morse  Operations 

Edward  J  Morse 

1,803 

1,338 

auto  dealerships 

64 

98 

Raley's 

Charles  LCollings 

1,750 

7,500 

grocery  &  drug  stores 

65 

71 

Graybar  Electric 

Edward  A  McGrath 

1,744 

4,729 

electrical  equip  wholesaling 

Belk  Stores  Services 
Polo  Ralph  Lauren 
Schwan's  Sales  Enterprise 
Wegmans  Food  Markets 
Hillman 


71  79  JR  Simplot 

72  18  Coopers  &  Lybrand 

73  91  Frank  Consolidated  Enterprises 

74  88  TLC  Beatrice  International  Hold 

75  84  McCrory5 

76  99  Edward  J  DeBartolo 

77  176  Jordan 

78  108  Fidelity  Investments 

79  92  Holiday  Cos 

80  73  «Best  Products6 


John  M  Belk 

l,700e 

19,200 

Ralph  Lauren 

l,700e 

3,000 

Marvin  Schwan 

l,680e 

872 

Robert  B  Wegman 

1,611 

6,800 

CG  Grefenstette 

1,600 

1,900 

Gordon  Smith 

l,600e 

9,000 

Eugene  M  Freedman 

1.5702 

16.0002 

James  S  Frank 

1,560 

2,020 

Reginald  F  Lewis 

1,542 

5,000 

Meshulam  Riklis 

1,539 

21,100 

Edward  J  DeBartolo 

l,500e 

14,000 

John  W  Jordan  II 

1,500 

9,900 

Edward  C  Johnson  3d 

1,473 

8,700 

Ronald  A  Erickson 

l,460e 

3,600 

Stewart  Kasen 

1,440 

5,000 

Stroh  Brewery,  with  estimated 
sales  of  $1.15  billion,  makes  a  lot 
of  its  money  off  regional  marketing. 


department  stores 

apparel,  home  furnishings  &  accessories 

frozen  foods 

grocery  stores 

biotech,  real  est,  investments,  hospital  supp 

food  processing,  fertilizer,  livestock 

accounting 

auto  dealerships,  travel  &  fleet  mgmt 

food  processing  &  distributing 

variety  &  discount  stores,  apparel 

real  est  devel  &  mgmt,  racetrack 

multicompany 

mutual  fund  mgmt,  discount  brokerage 

convenience  &  grocery  strs,  food  wholesaling 

general  merchandise,  jewelry  stores 


•  Went  private  via  leveraged  buyout  since  1987.    e:  Estimate.     'William  L.  Gladstone  is  co-chief  executive.    2U.S.  figures  only.    Reflects  acquisition  of  Cullum 
Cos.     "Formerly  Wickes  Cos.     5Listed  as  Riklis  Family  on  1991  table.     6ln  Chapter  11. 
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n  1889,  when  Eiffel's  engineering  masterpiece  towered  above  Paris, 
Allendale  had  been  a  top  property  insurer  for  54  years. 


When  Gustave  Eiffel  began  construction  on  his  thousand-foot 
wer  for  the  1889  Paris  Exposition,  many  thought  it  was 
impossible.  But,  in  spite  of  formidable  engineering  challenges, 
le  Eiffel  Tower  was  completed  in  just  2  years.  And  when  the 

{»t  visitors  gazed  up  at  his  triumph,  Allendale's  engineers  had 
en  pioneering  loss  control  technology  for  54  years. 
Today,  Allendale  is  an  international  company  bringing 
_ 


engineering  expertise  to  clients  around  the  world.  After  a 
century  and  a  half,  we're  still  shaping  the  history  of  loss  control 
with  engineering,  training,  research,  responsiveness  and  fairness 
in  the  way  we  do  business.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 


ADVERTISEMENT 


Canon 


Growth:  What 
does  it  take  to 
maintain  the 
competitive  edge? 

BIG  ENTERPRISES.  BIG 
PROFITS.  BIG  NEWS.  That's 
what  FORBES  400  Largest  Private 
Companies  listing  is  all  about.  Canon, 
the  leader  in  plain  paper  fax  since 
1989,  applauds  these  businesses  for 
staying  the  course  and  staying  on  top. 
Through  their  commitment  to  excel- 
lence and  productivity,  these  once- 
small  ventures  have  evolved  into  big, 
thriving  companies,  with  products 
and  services  that  are  second  to 
none — just  like  Canon. 

As  the  leader  in  plain  paper  facsim- 
ile for  three  years  running,  Canon 
knows  what  it  means  to  gain  the 
competitive  edge  and  keep  it.  The 
secret  is  knowing  customers'  problems 
and  creating  products  that  offer 
solutions.  For  companies  seeking 


unparalleled  plain  paper  fac- 
simile image  quality,  the  Laser 
Class™  FAX-L775  offers  opti- 
mum performance.  The  FAX- 
L775  features  Canon's  superior 
imaging  technology,  plus  conve- 
nient large-capacity,  dual-size  paper 
feeding  and  a  powerful  expandable 
memory  for  higher  volume  pro- 
ductivity and  networking. 

Both  Canon's  Laser  Class 
FAX-L790  and  FAX-L785 
offer  unsurpassed  quality,  speed 
and  efficiency  for  ultimate  pro- 
ductivity. Canon's  fully  digital 
FAX-L3300  provides  businesses 
with  an  affordable  solution  for  today's 
complex  communications. 

Canon  has  the  right  plain  paper 
facsimile  machine  for  your  needs, 
whether  your  company  is  already 
big — or  just  thinking  big.  Canon  has 
a  unique  understanding  of  what  it 
takes  for  a  business  to  fulfill  its  great- 
est potential.  Technological  superior- 
ity, accessible  service  and  a  keen  eye 
for  the  business  marketplace  give 
Canon  Plain  Paper  FAX  the  compet- 
itive edge  in  helping  companies  of 
any  size  get  bigger  and  better. 

Canon  commends  the  400  Largest 
Private  Companies.  These  quiet 
giants  may  not  have  made  big  head- 
lines over  the  years,  but  today  are 
making  big  news.  May  they  continue 
to  grow  and  prosper  by  keeping  their 
competitive  edge  and  continuing  to 
think  "big."B 


I 


t 


1 


No  other  plain  paper  fax  can 
deliver  this  message. 


For  the  past  three  years,  Canon  has  been  #1  in 
plain  paper  fax. 

One  reason  is  the  complete  line" of  advanced 

facsimiles  you  can  choose 
i  W^JCW    fr°m-  Like  the  world's  smallest 
i\i  i  Us     desktop  digital  unit,  the  FAX- 
L3300.  It  can  transmit  a  page 
in  just  three  seconds.  Or,  there 
is  our  full-featured  Laser  Class™  700  series  and  the 
new  FAX-B200,  our  most  economical  plain  paper 
fax  ever.  All  incorporate  Canon's  exclusive  image 


processing  technology  for  sending  and  receiving 
with  better  depth  and  clarity. 

Canon  also  makes  it  easy  to  choose  your  fax. 
Call  us  for  a  Fax  Decision  Maker's  Kit  and  the 
name  of  your  nearest  Canon  authorized  dealer  at 
1-800-OK-CANON.  Or,  let  us  fax  you  product 
information.  What's  more,  there  are  no  finance 
charges  until  May  22, 1993,  when  you  purchase  a 
Canon  Plain  Paper  FAX  with  the  Canon  Credit  Card? 

Clearly,  people  are  getting  the  message.  For 
plain  paper  fax,  Canon  delivers. 


FAX-B200 


FAX-ASOl 


FAX-L700 


FAX-L775 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card  Ask  tor  details 

at  participating  Canon  dealers.  Available  only  in  U.S. 
•Otter  expires  12/31/92  and  is  available  at  participating  authorized  Canon  FAX  dealers  Subject  to  credit  approval, 
beginning  May  23. 1993,  lor  all  qualifying  purchases  made  on  your  Canon  Credit  Card  Finance  Charge*  will 
accrue  at  the  Annual  Parcantaga  Rat*  of  up  to  17.88%  with  a  minimum  monthly  Finance  Charga  of  50  cents 
lor  any  month  in  which  a  Finance  Charga  is  due.  Minimum  Monthly  Payments  are  required. 
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LARGEST  PRIVATE  COMPANIES  IN  THE  U.S. 


—Rank— 
this       last 

Company                                            Chief  executive 

Revenues 
($mil) 

Employees 

Business 

year 

year 

81 

93 

•Del  Monte  Foods 

\  Ewan  Macdonald 

$1,431 

14,500 

food  processing 

82 

143 

•Lear  Seating 

Kenneth  LWay 

1,423 

14,500 

automobile  seats 

83 

76 

Dunavant  Enterprises 

William  B  Dunavant  Jr        1,400 

2,500 

intl  &  domestic  cotton  merchant 

84 

85 

Transammonia 

Ronald  P  Stanton 

1,400 

190 

fertilizer  trading,  liquefied  petroleum  gas 

85 

102 

Trump  Organization 

Donald  J  Trump 

l,400e 

17,000 

hotels  &  casinos,  real  estate  devel,  airline 
medical  &  surgical  equip,  pharmaceuticals 

86 

104 

Rabco  Health  Services 

Richard  A  Bernstein 

l,386e 

2,600 

87 

100 

Gates 

Charles  C  Gates 

l,380e 

16,950 

rubber  &  formed  fiber  prods,  batteries 

88 

30 

Price  Waterhouse 

BhaunFO'Malley1 

1.3702 

12,5002 

accounting 

89 

103 

•Walter  Industries3 

3  Robert  Durham 

1,367 

7.700 

home  bldg  &  financing,  natural  resources 

90 

37 

H  Group  Holding 

Jay  Pritzker 

l,350e 

51,275 

hotels 

91 

95 

Kohler 

Herbert  V  Kohler  Jr 

1,340 

13,778 

plumbing, engines,generators,hospitality,furn 

92 

153 

C&S  Wholesale  Grocers 

Richard  B  Cohen 

l,335e 

1,100 

food  wholesaling 

93 

107 

Southwire 

Roy  Richards  Jr 

l,330e 

5,000 

metal  fabricating,  rod,  wire  &  cable  mfg 

94 

94 

Helmsley  Enterprises 

Harry  B  Helmsley 

l,327e 

13,000 

real  estate,  hotels 

95 

101 

Sammons  Enterprises 

Robert  W  Korba 

1,326 

4,400 

insurance,  cable  tv,  industrial  equip 

Friendly's  and  Perkins  Family 
belong  to  Tennessee  Restau 
with  revenues  of  $711  millio 

i  Restaurants 
rant,  ranked  226 

n 

*r 

1 
L 

^fsl 

lis 

96 

-  — 

^ v^L?*" 

156 

Parsons 

.eonard  J  Pieroni 

1,303 

10,000 

engineering,  design  &  construction 

97 

77 

Lincoln  Property 

ft  Mack  Pogue 

1,300 

4,040 

real  estate  development  &  management 

98 

■ 

Mid-Atlantic  Cars 

William  ESchuiling 

l,300e 

3,000 

auto  dealerships 

99 

97 

Oxbow 

William  Koch 

l,300e 

300 

energy,  fossil  fuel,  real  estate 

100 

121 

VT 

Cecil  Van  Tuyl4 

1,286 

3,200 

auto,  aircraft  &  boat  dealerships 

101 

114 

Scoular 

Marshall  E  Faith 

1,286 

430 

gram  trading  &  storage 

102 

126 

Science  Applications  International 

JR  Beyster 

1,285 

13,800 

research  &  development,  systems  integration 

103 

118 

Services  Group  of  America 

Thomas  J  Stewart 

l,272e 

3,000 

food  distributing,  insurance,  real  estate 

104 

291 

Jordan  Motors 

Jordan  Kapson 

1,240 

125 

auto  dealerships 

105 

161 

Perdue  Farms 

James  Perdue 

1,239 

12,500 

poultry  processing 
auto  rental 

106 

116 

•Avis 

Joseph  V  Vittoria 

1,234 

13,000 

107 

112 

DeMoulas  Super  Markets 

TA  Demoulas 

l,200e 

3,500 

grocery  stores 

108 

147 

Eby-Brown  Cos 

Richard  Wake5 

1,200 

974 

candy,  tobacco,  food  &  merchandise  distrib 

109 

138 

Grocers  Supply 

M  Levit 

l,200e 

1,300 

food  distributing 

110 

125 

Save  Mart  Supermarkets 

Robert  Piccinini 

1,200 

7,000 

grocery  stores 

111 

140 

Schottenstein  Stores 

Jay  L  Schottenstein 

1,200* 

15,000 

department  &  furniture  stores 

112 

111 

Union  Holdings 

Ezra  Zilkha 

1,200 

1,265 

food  processing,  meatpacking 

113 

96 

Delaware  North  Cos 

Jeremy  M  Jacobs 

l,199e 

17,000 

food  svcs,  pan-mutuels,  metals,  typog 

114 

131 

Gulf  States  Toyota 

Jerry  Pyle 

l,190e 

1,000 

imports  Toyota  vehicles 

115 

137 

Golub 

Lewis  Golub 

l,160e 

7,755 

grocery  stores 

116 

110 

Gilbane  Building 

Paul  J  Choquette  Jr 

1,157 

865 

commercial  &  industrial  construction 

117 

178 

McKinsey&Co 

Frederick  WGIuck 

1,150 

5,000 

consulting 

118 

135 

Stroh  Brewery 

Peter  W  Stroh 

l,150e 

3,500 

beer 

119 

■ 

•Purity  Supreme 

PeterJSodini 

1,142 

6,100 

grocery  stores 

120 

128 

•Fort  Howard 

t  private  via  leveraged  buyi 
executive.    sThomas  Wak 

Donald  H  DeMeuse 

)ut  since  1987.     e: 
e  is  co-president.    6 

1,138 

6,200 

paper  prods 

■  Not 
11. 

on  last  year's  list.     •  Wen 
4Larry  Van  Tuyl  is  co-chief 

Estimate.  'Richard  H.  Bowman  is  co-chairman.    2U.S.  figures  only.    3ln  chapter 
Includes  revenues  for  Value  City  Stores  and  Valley  Fair  Corp. 

\0L 

aiGT 
dbian 
immfl 
UK.  I 
lunch 


184 


Forbes  ■  December  7,  l"1': 


OK.  Lets  get  down  to  business.™  24  hours.  That's  all  we  get.  And  still  for  some,  it's  just  not  enough.  Now  of  course,  we 
at  GTE  don't  presume  to  tell  you  how  to  spend  your  time.  Just  how  to  save  it.  The  way  we  see  it,  the  phone  is  the  shortest 
distance  between  a  problem  and  a  solution.  Unlike  a  memo  or  business  letter,  it  allows  you  to  deal  with  problems 
immediately.  And  get  results  immediately.  Compared  to  a  personal  sales  call,  it  not  only  can  save  you  a  bundle  of 
time,  but  a  bundle  of  that  other  precious  commodity.  It  lets  you  sell  faster.  Distribute  faster.  Collect  money  faster.  Go  to 
lunch  faster.  See  your  front  door  faster.  Need  we  go  on?  ^^^^^^^^m  Because  after  all,  it's  about  time.  Isn't  it? 
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— Rank— 

Company 

Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 

121 

142 

•Pueblo  International 

David  W  Morrow 

$1,132 

8,600 

grocery  stores 

122 

150 

Enterprise  Rent-A-Car 

Andrew  C  Taylor 

l,124e 

8,500 

auto  rental 

123 

72 

Cumberland  Farms1 

Lily  H  Bentas 

l,llle 

3,800 

convenience  stores,  gas  distributing 

124 

144 

Schnuck  Markets 

Craig  D  Schnuck 

l.llOe 

6,300 

grocery  stores 

125 

129 

Crowley  Maritime 

Thomas  B  Crowley 

1,100 

5,000 

maritime  transportation 

126 

130 

•DiGiorgio 

Arthur  M  Goldberg 

l.lOOe 

2,300 

food  distributing,  building  materials 

127 

139 

Hughes  Markets 

Roger  K  Hughes 

1,100 

5,050 

grocery  stores,  dairy 

128 

149 

Schreiber  Foods 

Jack  Meng 

l.lOOe 

2,300 

processes  &  packages  cheese 

129 

167 

•Budget  Rent  a  Car 

Clifton  E  Haley 

1,088 

10,500 

auto  rental 

130 

145 

•Kash  n'  Karry  Food  Stores 

Ronald  J  Floto 
Thomas  S  Monaghan 

1,071 
1,070 

4,500 

grocery  stores 

pizza  delivery  &  carryout 

131 

133 

Domino's  Pizza 

20,000 

132 

146 

Caterair  International 

Daniel  J  Altobello 

1,050 

21,660 

preparation  &  distribution  of  airline  meals 

133 

160 

Connell 

Grover  Connell 

l,050e 

200 

heavy  equip  leasing,  food  export  &  import 

134 

164 

Guardian  Industries 

William  Davidson 

l,050e 

8,400 

flat  glass,  fiberglass  insulation,  plastics 

135 
136 

163 
141 

Sweet  Life  Foods 

Julian  Leavitt 

l,050e 

3,000 

food  wholesaling 

Lennox  International 

John  W  Norris  Jr 

l,047e 

8,000 

climate  control  equip 

137 

183 

Jitney  Jungle  Stores  of  America 

WH  Holman  Jr 

1,046 

9,000 

grocery  stores 

138 

177 

Continental  Cablevision 

Amos  B  Hostetter  Jr 

1,039 

8,000 

cable  tv 

139 

152 

Golden  State  Foods 

James  E  Williams 

1,032 

1,700 

food  processing  &  distrib  for  McDonald's 

140 
141 

174 

JP  Foodservice 

James  Miller 

1,015 

2,300 

food  distributing 

171 

Alex  Lee2 

Boyd  L  George 

l,009e 

3,000 

food  distributing  &  retailing 

142 

75 

BeefAmerica 

Joseph  Amore 

l.OOOe 

2,500 

meatpacking 

143 

136 

E&JGallo  Winery 

Ernest  Gal lo3 

l.OOOe 

3,000 

wine 

144 

■ 

21  International  Holdings 

Marshall  S  Cogan 

1,000 

3,700 

restaurants,  foam  rubber,  auto  dealerships 

145 

184 

Restaurant  Enterprises  Group 

Norman  N  Habermann 

978* 

19,980 

restaurants 

Furniture  manufacturer  and  retailer  Ethan  Allen, 
with  sales  of  $675  million,  went  private  in  1989 
in  a  buyout  from  Interco. 


146 

166 

Amerco 

Edward  J  Shoen 

971 

9,300 

U-Haul  vehicle  rental 

147 

179 

Pacific  Holding 

David  H  Murdock 

968 

5,000 

multicompany 

148 

127 

Clark  Enterprises 

A  James  Clark 

966 

5,000 

construction,  communications,  real  estate 

149 

185 

CH  Robinson 

Sid  Verdoorn 

965 

941 

shipping  &  financial  svcs,  produce  broker 

150 
151 

204 

Schneider  National 

Donald  J  Schneider 
Philip  Kamins 

961 

11,500 

trucking,  regional  telephone  co 

154 

PMC 

957 

3,500 

plastics,  specialty  chemicals,  foam 

152 

105 

Epic  Healthcare  Group 

Kenn  S  George 

9415 

13,600 

hospitals 

153 

169 

•National  Car  Rental 

Thomas  N  Murphy 

936e 

8,500 

auto  rental 

154 

236 

Johnson  &  Higgins 

David  A  Olsen 

933e 

8,219 

insur  brokerage,  risk  mgmt  consulting 

155 

181 

•GAF 

Samuel  J  Heyman 

926 

4,075 

chemicals,  building  materials 

156 

220 

American  Protection  Industries 

Stewart  Resnick 

925e 

7,200 

TeleFlora  floral  deliveries,  Franklin  Mint 

157 

182 

Holman  Enterprises 

Joseph  S  Holman 

922 

2,093 

auto  dealerships,  parts  remfg,  fleet  leasing 

158 

172 

Huntsman  Chemical 

Jon  M  Huntsman 

908e 

2,850 

chemicals 

159 

211 

Andersen 

JeroldWWulf 

900e 

3,700 

windows,  patio  doors 

160 

186 

•Furr's  Supermarkets 

Jan  Friederich 

900 

6,000 

grocery  stores 

■  Not 

on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1987.    e:  Estimate 

.     'InChapte 

r  11.    formerly  Merchants  Distributors.    3Julio Gallo  isco- 

chief  executive,    includes  Family  Restaurants,  acquired  in  1992.    Operating  revenues. 

186 


Forbes  ■  December  7,  1992 


There  is  a  curious  shift  in  business 
these  days,  "back  to  the  basics."  And  it 
seems  as  if  the  sophisticated  fast-trackers 
of  the  '80s  have  been  transformed  into 
the  business  fundamentalists  of  the  '90s. 

Nice  try,  guys.  The  simple  truth  is, 
basics  are  something  you  start  with  and 
take  forward.  Not  retreat  to. 

Over  the  past  10  years  we've 
become  an  insurance  company  with 
$12  billion  in  assets  under  management. 
We've  grown  by  embracing  the  age- 
less basics  of  common  sense  and 
simplicity  and  bringing  them  into  a  new 


age  of  technology  and  management. 

This  has  allowed  us  to  centralize 
and  streamline  operations  in  ways  never 
possible  before.  Allowed  us  to  create 
products  that  are  profitable  against 
today's  ever-changing  financial  land- 
scape. Allowed  us  to  establish  the  most 
cost-effective  means  of  distribution.  And, 
allowed  us  to  be  more  active  managers 
of  our  investment  portfolio. 

The  basics.  By  taking  them 
forward,  they've  taken  us  forward.  To 
where  we  are  today,  to  where  we'll 
be  tomorrow. 


*.  (*& 
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—Rank— 

Company 

Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 

161 

■ 

MBM 

Jerry  L  Wordsworth 

$900 

1,050 

food  distributing 

162 

170 

Trammell  Crow  Residential 

J  Ronald  Terwilliger 

895 

3,300 

residential  development,  construction 

163 

192 

Levitz  Furniture 

Robert  M  Elliott 

893 

6,100 

furniture  retailing 

164 

158 

•Service  America1 

Steven  Leipsner 

893 

19,000 

food  service&  vending 

165 

207 

Rich  Products 

Robert  E  Rich  Jr                   890 

7,000 

frozen  foods,  pro  sports,  broadcasting 

166 

148 

•Gulfstream  Aerospace 

Allen  E  Paulson 

887 

4,300 

aerospace 

167 

165 

•Essex  Group 

Stanley  Craft 

886 

3,400 

wire,  cable  &  electrical  insulation 

168 

■ 

E-ll  Holdings1 

Steven  Green 

885 

10,000 

Samsonite  luggage,  Culligan  water,  apparel 

169 

193 

JM  Huber 

George  Schenk 

880 

4,000 

natural  resources,  plastics,  electronics,  ink 

170 

188 

•Earle  M  Jorgensen 

Neven  Hulsey 

875 

2,400 

steel  &  aluminum  prods  distributing 

171 

202 

AppleTree  Markets 

Fred  R  Lummis 

850 

2,569 

grocery  stores 

172 

313 

Lykes  Bros 

Thompson  L  Rankin 

850e 

3,000 

food  processing,  insurance 

173 

217 

Young's  Market 

Vernon  0  Underwood 

850 

1,500 

wine  &  spirits  wholesaling 

174 

226 

84  Lumber 

Joseph  A  Hardy  Sr 

849 

3,000 

building  materials  retailing 

175 

187 

Hartz  Group 

Leonard  N  Stern 

846e 

3,500 

pet  food,  real  estate,  publishing 

The  convenience  store  business  has  had  some  rough 

r 

f9  '     W^^toi^^ 

spots  in  recent  years, 

but  private  QuikTrip  is  still  growing, 

j  jLik|y|^i^ 

with  sales  up 

15%  in  its  last  fiscal  year. 

176 

222 

International  Data  Group 

Patrick  J  McGovern 

840 

4,500 

computer  publications  &  mkt  research 

177 

194 

Woodward  &  Lothrop/John  Wanamal 

<er    Arnold  H  Aronson 

838 

11,500 

department  stores 

178 

■ 

•Baker  &  Taylor 

Gerald  G  Garbacz 

838 

2,500 

book  wholesaling 

179 

210 

•Uniroyal  Chemical 

Robert  J  Mazaika 

832 

2,800 

chemicals 

180 
181 

213 

Gordon  Food  Service 

Paul  Gordon 

830 

2,000 

food  distributing 

209 

Amsted  Industries 

Gordon  Lohman 

827 

7,900 

RR  &  industrial  equip,  bldg  materials 

182 

197 

Simpson  Investment 

William  G  Reed  Jr 

826e 

8,000 

lumber,  logging,  plywood  doors 

183 

198 

Bath  Iron  Works 

Duane  D  Fitzgerald 

825e 

10,500 

shipbuilding 

184 

306 

Guess? 

Georges  Marciano 

810 

2,450 

apparel 

185 

254 

Moorman  Manufacturing 

TL  Shade 
Dan  Bannister 

809 

3,000 

livestock  food  &  equip 

186 

241 

•DynCorp 

807 

17,600 

aircraft  svcs,  biomedical  research 

187 

279 

MA  Mortenson 

MA  Mortenson  Jr 

802 

1,700 

general  contracting,  construct  mgmt,  design 

188 

180 

SnyderGeneral 

Richard  W  Snyder 

800 

6,500 

air  quality  control  equip 

189 

216 

•Sweetheart  Holdings 

Philip  White 

800e 

8,000 

paper  prods,  plastics 

190 
191 

157 

Young  &  Rubicam 

Alexander  Kroll 

800 

11,000 

advertising,  communications 

206 

K-lll  Communications 

William  FReilly 

795 

3,473 

publishing,  information  svcs 

192 

221 

United  Van  Lines 

Maurice  Greenblatt 

789 

950 

moving  svcs 

193 

215 

Potamkin  Manhattan 

Victor  Potamkin2 

789e 

2,000 

auto  dealerships 

194 

246 

Homeland  Stores 

Max  E  Raydon 

787 

6,600 

grocery  stores 

195 

258 

Humiston-Keeling 

Burton  HOlin 

786 

192 

pharmaceutical  wholesaling 

196 

201 

Wilbur-Ellis 

Brayton  Wilbur 

784 

1,629 

distributes  farm  supplies  &  chemicals 

197 

245 

HB  Zachry 

H  Bartell  Zachry  Jr 

783 

8,800 

general  contracting 

198 

238 

Coca-Cola  Bottling  Co  of  Chicago 

Marvin  J  Herb 

781e 

4,000 

soft  drinks 

199 

189 

•Leaseway  Transportation 

Richard  A  Damsel 

780 

10,500 

trucking,  transportation  &  related  svcs 

200 

230 

on  last < 

•White  Swan 

/ear's  list.    •  Went  private  via  leverage 

Ronald  E  Elmquist 

780 

2,000 

food  wholesaling 
Man  and  Robert  Potamkin  are  co-chief  executives. 

■  Not 

d  buyout  since  1987.    e.  Estimate.     1ln( 

Dhapterll.    2A 

188 


Forbes  ■  December  7,  1992 


How  First  Chicago  stays  steady 
when  interest  rates  don't. 


In  theory,  the  banking  busi- 
ness is  pretty  straightforward.  Buy 
money  at  one  price  and  sell  it  at 
another  (hopefully  higher)  price. 
But  in  reality,  buying  and  selling 
billions  of  dollars  amidst  interest 
rate  gyrations  can  make  it  hard 
to  stay  on  track. 

First  Chicago,  the  Midwest's 
premier  financial  institution, 
reduces  its  exposure  by  hedging 
with  interest  rate  futures  and 
options  at  the  Chicago  Mercantile 
Exchange.  It's  one  of  the  best 
ways  they've  found  to  smooth  out 
the  inevitable  swings  of  the  interest 
rate  market  and  keep  projections 
on  line. 

And  First  Chicago  will  also 
have  around-the-clock  access 
to  the  world's  largest  financial 
futures  and  options  markets 
on  the  new  after- hours 
electronic  trading 
system,  GLOBEXf 


<*^s> 


If  you're 
looking  for 
ways  to  balance  / 

off  interest  rate  risk  / 

but  still  aren't  sure  / 

about  futures  and  options, 
here's  First  Chicago's  point  of 
view- "If  you  know  you  have  an 
exposure  and  don't  do  anything 
about  it,  you  are  a  speculator." 
Think  about  it.  Then  think 
about  the  Chicago  Mercantile 
Exchange.  We  help  smart 
businesses  manage  risk. 

-Viiv.  CHICAGO 
:::==:  MERCANTILE 


W^  EXCHANGE 

The  Exchange  oi  Ideas 

1-800-331-3332  (US,  toll  free),  1  312  930  2316  (Chicago),  071-920-0722  (London),  03  3595-2251  (Tokyo) 
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THE  400  LARGEST  PRIVATE  COMPANIES  IN  THE  U.S. 


— Rank— 
this       last 
year      year 

Company 

Chief  executive 

Revenues 
($mil) 

Employees 

Business 

201 
202 
203 
204 
205 

120 
175 
240 
205 
310 

William  Lyon  Cos 
•Dillingham  Construction 
Battelle  Memorial  Institute 
JPS  Textile  Group 
Quality  King  Distributors 

William  Lyon 
Donald  K  Stager 
Douglas  E  Olesen 
Steven  Friedman 
Bernard  Nussdorf 

$772 
770 
765 
761 
760e 

263 
1,050 
8,300 
8,000 

500 

home  building,  apartment  &  real  estate  devel 
general  construction,  design  &  construct  mgmt 
development  &  commercialization  of  technology 
carpet,  elastics,  apparel,  industrial  fabrics 
distrib  health  &  beauty  aids,  pharmaceuticals 

athletic  &  country  clubs,  resorts,  S&L 
railroad  equip 

trading,  agri,  real  est,  venture  cap,  leasing 
fabrics,  electronics,  indus  &  medical  prods 
building  materials  retailing 

206 
207 
208 
209 
210 

242 
224 
113 
266 
200 

ClubCorp  International 
Duchossois  Industries 
Golodetz 

WL  Gore  &  Associates 
•Wickes  Lumber 

Robert  H  Dedman 
Richard  L  Duchossois 
Gavin  J  Parfit 
Robert  W  Gore 
J  Steven  Wilson 

751e 
750e 
750e 
750 

746 

15,000 

8,000 

800 

5,860 

4,057 

211 

212 
213 
214 
215 

237 
278 
249 
231 
190 

Racetrac  Petroleum 

Alamo  Rent  A  Car 

Unifax 

Gillett  Holdings 

Connell  Limited  Partnership 

Carl  Bolch  Jr 
Michael  S  Egan 
Frank  H  Bevevino 
George  N  Gillett  Jr 
William  F  Connell 

746 
740 

740 
735 
732 

2,100 
6,000 
2,000 
5,405 
3,358 

convenience  stores,  gasoline  retailing 

auto  rental 

food  distributing 

broadcasting,  meatpacking,  resorts 

metal  manufacturing,  industrial  equip 

216 
217 
218 
219 
220 

219 
253 
374 
332 
285 

Crown  American 
Minyard  Food  Stores 
Hensel  Phelps  Construction 
AmeriServ 
Barton  Malow 

Frank  J  Pasquerilla 
Liz  Minyard1 
Jerry  L  Morgensen 
John  P  Lewis 
Ben  Maibach  III 

730 
730 
727 
725 
723 

9,500 
3,200 
1,525 
1,200 
477 

dept  strs,  shopping  malls,  real  est,  motels 

grocery  stores 

commercial  construction 

food  distributing 

general  contracting,  construction  mgmt 

221 
222 
223 
224 
225 

218 
260 
259 
225 

251 

Huber  Hunt  &  Nichols2 
•Kendall 
King  Kullen  Grocery 
Tang  Industries 
Roseburg  Forest  Products 

Robert  C  Hunt 
Richard  A  Gilleland 
John  BCullen 
Cyrus  Tang 
William  A  Whelan 

720 

720 

720 

713e 

712 

2,316 
9,000 
4,500 
3,222 
3,900 

general  contracting,  construction  mgmt 

health  care  prods 

grocery  stores 

metal  fabricating  &  distributing 

forest  prods 

>«i 


Sfl 


Gateway  2000  is  one  of  the  mail-order 
operators  shaking  up  the  personal 
computer  industry. 


226 

255 

Tennessee  Restaurant 

Donald  N  Smith 

711 

9,250 

Friendly's  and  Perkins  Family  Restaurants 

227 

379 

Parsons  &  Whittemore 

George  F  Landegger 

710e 

2,500 

pulp  &  paper,  industrial  machinery 

228 

271 

•Catalyst  Energy 

Tom  B  Pickens  III 

705e 

1,406 

alternative  producer  of  elec  &  steam  energy 

229 

234 

Drummond  Co 

Garry  N  Drummond 

705 

2,650 

coal 

230 

256 

ABCO  Markets 

Edward  G  Hill 

700e 

2,000 

grocery  stores 

231 

377 

Irvine 

Donald  Bren 

700e 

300 

real  estate  development 

232 

168 

Little  Caesar  Enterprises 

Michael  Mitch 

700e 

10,950 

pizza  restaurants 

233 

247 

GSC  Enterprises 

Michael  K  McKenzie 

688 

1,500 

food  wholesaling 

234 

264 

Hendrick  Management 

JR  Hendrick  III 

687e 

1,537 

auto  dealerships 

235 

290 

Encyclopaedia  Britannica 

Robert  PGwinn 

682e 

2,500 

reference  books,  educational  svcs 

236 

273 

•Insilco3 

Joel  L  Reed 

682 

6,579 

metal  fabncating,electronics,paints,commun 

237 

270 

•Siigan 

D  Greg  Horrigan 

678 

3,560 

steel,  aluminum  &  plastic  containers 

238 

■ 

Packard  Bell  Electronics 

BenyAlagem 

676 

959 

personal  computers  &  peripherals 

239 

274 

•Big  V  Supermarkets 

David  G  Bronstein 

675 

4,900 

grocery  stores 

240 

277 

•Ethan  Allen 

M  Farooq  Kathwari 

675 

9,000 

furniture  &  accessories  mfg  &  retailing 

■  Not 

on  last  year's  list.     •  Went  private  via 

leveraged  buyout  since  1987.     e:  Estimate.     'Gretchen  Williams  is  co-chairperson.     2Listed  as  Hunt  Corp.  on  1991 

table. 

3ln  Chapter  11. 
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BETTY      BRODY,      C.P.A. 

BRODY      AND      RESNICK 

ACCOUNTANTS 

55   ORCHARD  AVE.     WELLESLEY,   MASSACHUSETTS  02  1  34 

(617)     555-1351 
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Mildred  Lee 


Ouer  70%  of  our  6esf  clients 

say  they  would  refer  a  friend  to 

their  Financial  Consultant  at 

Merrill  Lynch.  Can  your  brokerage 

firm  say  that? 

Merrill  Lynch 

tradition  of  trust. 


IK 


:::iiil    Hit 


29  Pine  Street 

Cambridge,  Massachusetts  02134 

(617)555-1729 


Shawn  J.  Lapean 

Financial  Consultant 


THE  400  LARGEST  PRIVATE  COMPANIES  IN  THE  O.S. 


—Rank— 
this       last 
year      year 


Company 


241  229       New 'Hampshire  Oak 

242  317       QuikTrip 

243  288  •Lechmere 

244  227       Tishman  Realty  &  Construction 

245  265       Andersons 

246  276  •Elder-Beerman  Stores 

247  232  •Harvard  Industries 

248  252       Brookshire  Grocery 

249  284  •Long  John  Silver's 

250  330       Rock-Tenn 

251  267       Towers,  Perrin 

252  268       Braman  Enterprises 

253  289       Day  &  Zimmermann 

254  214       Metallurg 

255  196  Thrifty  Oil1 


Chief  executive 

Revenues 
($mil) 

Employees 

Business 

Michael  D  Dingman 
Chester  Cadieux 
C  George  Scala 
John  Tishman 
Richard  P  Anderson 

$675 
673 
672 
668 
667 

3,500 

1,892 

2,300 

620 

€96 

chemical  &  industrial  prods 
convenience  stores,  gasoline  retailing 
discount  department  stores 
construction  mgmt  &  real  estate 
agribusiness,  consumer  prods 

Milton  E  Hartley 
William  D  Hurley 
Bruce  G  Brookshire 
Clinton  A  Clark 
A  Worley  Brown 

665e 

662e 

660e 

658 

654 

8,000 
7,200 
3,500 
3,000 
5,200 

department  stores 

auto  &  aerospace  equip 

grocery  stores 

restaurants 

paperboard  &  packaging  prods 

John  T  Lynch 
Norman  Braman 
Harold  L  Yoh  Jr 
Michael  A  Standen 
Ted  Orden 

653 

650e 

650 

650 

650 

5,000 

830 

12,800 

2,800 

1,000 

consulting,  reinsurance 

auto  dealerships 

engineering,  consulting,  business  svcs 

metal  &  alloy  manufacturing 

petroleum,  convenience  stores 

Coulter,  manufacturer  of  blood  analyzers, 
belies  the  rule  that  private  outfits  don't  go 
deep  into  technology. 


256 

239 

WWF  Paper 

Edward  V  Furlong  Jr 

650 

400 

fine  paper  converter  &  distributor 

257 

233 

•Farm  Fresh 

Michael  E  Julian 

650 

3,000 

grocery  stores 

258 

320 

GF  Industries 

Wilfred  Uytengsu 

645e 

5,000 

snacks  &  biscuits 

259 

287 

Exide 

Arthur  Hawkins 

640e 

6,500 

auto  &  industrial  batteries 

260 

339 

Morse  Diesel  International 

Donald  H  Piser 

640 

525 

construction,  consulting 

261 

314 

Flying  J 

Robert  Anderson 

638 

4,100 

integrated  petroleum 

262 

244 

Horsehead  Industries 

William  E  Flaherty 

636e 

2,600 

zinc,  carbon,  graphite,  environmental  svcs 

263 

296 

UIS 

Harry  Lebensfeld 

630 

6,700 

automotive  parts 

264 

311 

LL  Bean 

Leon  A  Gorman 

628 

3,300 

outdoor  sporting  goods  retailing  &  marketing 

265 

297 

Mayflower  Group2 

Michael  L  Smith3 

627 
627 

2,800 

moving  svcs,  bus  transportation 

266 

■ 

Gateway  2000 

Ted  Waitt 

1,400 

mail  order  microcomputer  mfr  &  vendor 

267 

354 

MTS 

Russ  Solomon 

626 

5,800 

Tower  Records  retail  stores 

268 

298 

•Bell  &  Howell 

William  J  White 

625 

5,670 

publishing,  info  systems,  mail  handling  equip 

269 

295 

Melvin  Simon  &  Associates 

Melvin  Simon 

625e 

3,500 

real  estate  development  &  management 

270 

281 

Sealy 

Lyman  Beggs 

624 

4,500 

mattresses,  waterbeds,  sofabeds 

271 

280 

Marley 

Robert  J  Dineen 

622 

4,700 

cooling  towers,  boilers,  pumps,  heating  equip 

272 

299 

Brenlin  Group 

David  L  Brennan 

617 

4,200 

metal  fabricating,  steel 

273 

386 

Austin  Industries 

William  T  Solomon 

613 

5,500 

general  contracting,  construction  mgmt 

274 

321 

Jordache  Enterprises 

J  Nakash 

610e 

3,250 

apparel 

275 

301 

United 

James  WMcGlothlin 

610 

1,250 

coal  mining,  oil  drilling,  real  estate 

276 

300 

Hale-Halsell 

Robert  D  Hawk 

608 

3,651 

food  distributing 

277 

347 

Wawa 

Richard  D  Wood  Jr . 

606 

1,899 

convenience  stores 

278 

294 

Coulter 

Wallace  H  Coulter 

605e 

5,000 

medical  &  electronic  equip 

279 

307 

Haworth 

Richard  G  Haworth 

605 

4,500 

office  furniture 

280 

346 

Dr  Pepper/Seven-Up  Cos 

John  R  Albers 

601 

930 

soft  drinks 

■  Not 

on  last 

year's  list.    •  Went  private  via 

leveraged  buyout  since  1987.    e: 

Estimate.     'In 

Chapter  11. 

formerly  MG  Holdings.     3Patnck  Carr  is  co-chief 

executive. 

1 
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mon^FCOMPONENTS  A  Embedded  Controllers  •  Microproce: 


BE  MORE  PLEASED  TO 


Motorola's  Micro  TAC II™  was  the  first 
cellular  phone  to  break  the  eight  ounce 

TECHNOLOGY  IN  JAMNE5E  HANDS.  -T£Kff.3& 

)lar  in  Japaa  Along  with  our  pagers,  semiconductors  and  trunked  radio  systems,  our  cellular  phones  have 
:  quite  a  name  for  Motorola  in  a  country  known  for  excellence  in  electronics.  mats  because  we've  made  perfection 
ultimate  goal.  And  we  won't  stop  there.  As  we  continue  to  improve  our  processes,  dyr  objective  will  always  be  to 
deliver  higher  performance  products  foster-and  price  them  better,  too.  At  Motorola,  wete  not  just  meeting  the  toughest 
qualify  standords  in  the  world  today,  we're  sfriying  to  set  them. 


Quality  Means  TheWorid  ft  Ifc.1 


®  ond  Motorota  are  registered  trpdema 
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THE  400  LARGEST  PRIVATE  COMPANIES  IN  THE  U.S. 


— Rank— 
this       last 
year      year 

Company 

Chief  executive 

Revenues 

($mil) 

Employees 

Business 

281 
282 
283 
284 
285 

250 
331 
305 
292 
293 

Associated  Metals  &  Minerals 
Crawford  Fittings 
Fiesta  Mart 

•Mayfair  Supermarkets 
Warren  Equities 

Colin  H  Benjamin 
FJ  Callahan 
Donald  L  Bonham 
Stanley  P  Kaufelt 
Warren  Alpert 

$600e 
600e 
600 
600e 
600 

200 
5,000 
5,000 
5,500 
1,600 

steel  &  metal  trading 

valves,  pipe  fittings 

grocery  stores 

grocery  stores 

petroleum  prods,  convenience  stores 

magazines,  direct  marketing 

engineering,  architect,  construct,  tech  sves 

specialty  paper 

beverage  distributing 

med  prods,  cutting  tools,  pumps,  alum  alloys 

286 
287 
288 
289 
290 

383 
349 
■ 
324 
362 

Ziff  Communications 
Sverdrup 

•Specialty  Coatings  International 
Georgia  Crown  Distributing 
Harbour  Group  Ltd 

William  B  Ziff  Jr 
Brice  R  Smith  Jr 
James  E  Rogers 
Donald  M  Leebern  Jr 
Sam  Fox 

600e 

598 

597 

590e 

585 

3,100 
5,100 
3,702 
.  1,700 
5,000 

291 
292 
293 
294 
295 

296 
297 
298 
299 
300 

350 
326 
328 
302 
303 

329 
360 
361 
■ 
228 

Leo  Burnett 
Menasha 
Rosenthal  Cos 
Bacardi  Imports 
American  Foods  Group 

Chemcentral 
Rugby-Darby  Group  Cos 
Shapell  Industries 
RB  Pamplin 
BE&K 

Richard  B  Fizdale 
DC  Shepard 
Robert  M  Rosenthal 
Juan  Grau 
Carl  Kuehne 

H  Daniel  Wenstrup 
Michael  Ashkin 
Nathan  Shapell 
Robert  B  Pamplin  Jr 
Theodore  C  Kennedy 

584 

581 

581e 

580 

575 

575 

575 

575e 

573 

570 

6,440 
4,200 
1,250 
288 
1,445 

advertising 

packaging,  plastics,  forest  prods,  printing 

auto  dealerships 

distilled  spirits  &  wine 

meatpacking 

780 
2,300 

350 
6,000 
7,011 

distributes  industrial  chemicals 
generic  drug  wholesaling 
land  developing,  construction 
textiles,  concrete,  asphalt 
engineering,  construction  &  maintenance 

301 
302 
303 
304 
305 

323 
318 
342 
327 
304 

ICC  Industries 
•Republic  Engineered  Steels 
S&P 

McCarthy 
Areata 

John  J  Farber 
Russell  W  Maier 
Lutz  Isslieb 
Michael  M  McCarthy 
Edward  L  Scarff 

568 

566 

566e 

565 

560 

1,400 
4,725 
2,800 
450 
6,800 

chemicals 

steel  products 

Pabst,  Falstaff  &  Pearl  beers,  real  estate 

general  contracting,  construction  mgmt 

book  &  magazine  printing 

i 


^T*  ~^^^Sit»m!L.    4r9*) 

Haworth,  of  Holland, 

Mich., 

is  one  of  two  large, 

^^^^se* 

privately  held  office  furniture  companies; 

&?L^^ 

Wm^m 

the  other  is  Steelcase. 

306 

257 

•International  Controls 

David  R  Markin 

555 

3,854 

truck  trailer  mfg,  auto  stamping,  insurance 

307 

335 

Topa  Equities  Ltd 

John  E  Anderson 

555 

1,290 

insurance,  financial  sves,  beverage  distrib 

308 

338 

Bashas' 

Edward  N  Basha  Jr 

553e 

4,500 

grocery  stores 

309 

396 

Esprit  de  Corp 

Fritz  Ammann 

552e 

1,200 

apparel 

310 

223 

Maritz 

William  E  Maritz 

552e 

5,500 

marketing  research  &  business  sves 

311 

275 

Chase  Enterprises 

David  T  Chase 

550e 

8,000 

real  estate,  media,  investments 

312 

340 

Ormet 

R  Emmett  Boyle 

550 

2,100 

aluminum  billets 

313 

334 

Sullivan  Graphics 

James  T  Sullivan 

550 

3,800 

printing 

314 

364 

Walbridge,  Aldinger 

John  Rakolta  Jr 

550 

612 

general  contracting,  construction 

315 

345 

ER  Carpenter 
Follett 

Stanley  F  Pauley 

549 

8,250 

polyurethane  foam 

316 

■ 

Robert  Follett 

549 

4,700 

college  bookstores,  educ  software,  publishing 

317 

■ 

Bartlett&Co 

Paul  D  Bartlett  Jr 

545 

525 

grain,  flour,  cattle  feeding 

318 

344 

•Envirodyne  Industries 

Donald  P  Kelly 

544 

4,600 

sausage  casings,  plastics 

319 

333 

•Jim  Walter 

Dennis  M  Ross 

543 

3,000 

building  materials 

320 

337 

•Almacs  Supermarkets 

Greg  Mays 

542 

1,217 

grocery  stores 

■  Not 

on  last ; 

gear's  list.    •  Went  private  via 

leveraged  buyout  since  1987.    e:  Estimate. 

194 


Forbes  ■  December  7,  1 W2 


We're  AMBAC. 

And  we  back  the  bonds  that  build  the  schools,  the  libraries  and  even  the  city 
fl  I     I  D    ^alls  *n  towns  and  cines  throughout  America.  The  fact  is,  more  than 
^^X  \J  |[\.    one  third  of  all  the  insured  general  obligation  municipal  bonds  issued 

during  the  past  ten  years  have  been  insured  by 
AMBAC.  But,  then,  you'd  expect  that  kind  of 

^^1    1    IT  ^\  I  ^*   A       leadership  from  the  people  who  founded  the  municipal  bond 
j\l  VlL  IX I  Vw#%    insurance  industry. 

At  AMBAC,  we're  beginning  our  third 
decade  of  commitment  to  America.  Which 
means  helping  secure  our  country's  future  by  assisting  in  the  rebuilding  of  the  physical 
systems  that  support  basic  public  services. 

We're  also  strongly  committed  to  the  municipal  bond  industry.  To  the  investor 
as  well  as  the  issuer. 

Because  while  AMBAC's  commitment  starts  with  America's  towns  and  cities, 
it  doesn't  end  there. 


COMMITMENT 


STARTS  HERE. 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza,  New  York,  NY  10004 

(212)668-0340 


THE  400  LARGEST  PRIVATE  COMPANIES  IN  THE  U.S. 


—Rank— 
this       last 
year      year 

Company 

Chief  executive 

Revenues 
($mil) 

Employees 

Business 

321 
322 
323 
324 
325 

378 
352 

■ 
372 

■ 

WB  Johnson  Properties 

Treasure  Chest  Advertising 

WordPerfect 

Booz,  Allen  &  Hamilton 

Walton  Monroe  Mills 

William  B  Johnson 
Sanford  G  Scheller 
Bruce  W  Bastian 
William  Stasior 
G  Stephen  Felker 

$540e 
540 
533 
530 
530 

14,500 
3,310 
2,896 
3,200 
4,200 

Ritz  Carlton  hotels,  restaurants 

printing  circulars 

WordPerfect  software 

management  &  technology  consulting 

textiles 

326 
327 
328 
329 
330 

325 
400 
■ 
263 
376 

•Morse  Shoe1 

Dobbs  Brothers  Management 
CH2M  Hill  Cos 
B  Green  &  Co 
Harbert 

Malcolm  L  Sherman 
Jimmy  Dobbs  III 
Ralph  R  Peterson 
Bernard  Green 
Raymond  J  Harbert 

529 
527 
525 
525 
525e 

4,000 
1,300 
5,336 
1,000 
2,200 

shoes 

auto  dealerships,  beer  distributing 
engineering  design  &  consulting 
wholesale  food  distributing  &  retail  stores 
construct,  real  est  devel,  power  production 

331 
332 
333 
334 
335 

■ 
359 
391 
336 
316 

McKee  Foods 
•Carr  Gottstein  Foods 

Mary  Kay  Cosmetics 

McJunkin 
•AFG  Industries 

Ellsworth  McKee 
John  J  Cairns 
Richard  R  Rogers 
HB  Wehrle  III 
RD  Hubbard 

525 
521 
520 
517 
516 

4,200 
2,400 
1,900 
1,245 
4,054 

Little  Debbie  &  other  food  snacks 

grocery  stores,  food  distrib,  liquor  retailing 

cosmetics 

pipes,  valves  &  electrical  equip  distributing 

flat  glass  manufacturing 

-A 

Among  the  30  construction  firms  on  our  private  company 
list  is  BE&K  in  Birmingham,  Ala.;  its  revenues  of  $570 
million  are  mostly  from  industrial  engineering  construction. 


336 

■ 

CL  Peck/Jones  Brothers  Construction 

Jerve  M  Jones 

515 

337 

366 

CompuAdd  Computer 

Bill  H  Hayden 

514 

338 

365 

D'Arcy  Masius  Benton  &  Bowles 

Roy  Bostock 

513 

339 

371 

Dick  Corp 

? 

510 

340 

388 

Flint  Ink 

Robert  H  Flint 

510 

341 

358 

Asplundh  Tree  Expert 

Christopher  B  Asplundh 

509e 

342 

382 

Whiting-Turner  Contracting 

Wilard  Hackerman 

509 

343 

■ 

Quad/Graphics 

Harry  V  Quadracci 

509 

344 

355 

Lewis  Homes  Management 

John  M  Goodman 

507 

345 

390 

Sierra  Pacific  Industries 

Red  Emmerson 

507 

346 

■ 

Faxon 

Richard  R  Rowe 

505 

347 

397 

Baker  &  McKenzie 

John  McGuigan 

504 

348 

■ 

Ferrellgas 

James  E  Ferrell 

501 

349 

■ 

Jupiter  Industries 

Edward  Ross 

501 

350 

368 

Ailing  &  Cory 

Samuel  T  Hubbard  Jr 

500 

351 

367 

CC  Industries 

Neele  E  Stearns  Jr 

500 

352 

212 

Chilewich  Sons 

Simon  Chilewich 

500e 

353 

■ 

•Healthco  International 

Gary  Cooper 

500e 

354 

356 

Inland  Group 

Daniel  L  Goodwin 

500e 

355 

41 

JMB  Realty 

Neil  Bluhm 

500e 

356  308  MediaNews  Group 

357  ■  Newark  Group 

358  389  Pepper  Cos 

359  343  Placid  Oil 

360  322  Ravenswood  Aluminum 


W  Dean  Singleton 
Edward  K  Mullen 
Richard  S  Pepper 
Jerry  R  Wright 
Craig  A  Davis 


500e 

500e 

500 

500e 

500e 


■  Not  on  last  year's  list.    »Went  priva.e  via  leveraged  buyout  since  1987.    e:  Estimate. 
Inc.    Currently  no  chief  executive. 


338  commercial  construction 

1,300  microcomputers  &  equip  mfg&  retailing 

6,000  advertising 

2,500  commercial  &  industrial  construction 

2,650  printing  ink 

13,500  tree  trimming  for  electric  utilities 

900  general  contracting,  construction  mgmt 

5,365  printing 

793  residential  construction,  real  estate  devel 

2,500  forest  prods 

865  library  information  svcs 

6,533  law  firm 

3,000  propane  gas 

7,000  real  estate,  transport  svcs,  natural  gas,  insur 

1 , 1 50  paper,  packaging  &  business  prods 

5, 100  home  furnishings,  paper  prods,  real  estate 

850  commodity  trading,  cattle,  meatpacking 

2.699  dental  supplies 

900  brokerage,  management,  syndication,  finance 

17,000  real  estate 

7,200  newspapers 

2.700  recycled  paperboard  &  converted  prods 
800  general  contracting 

591  oil  &  gas  exploration 

1,350  aluminum 

1ln  Chapter  11.  Announced  plans  to  be  acquired  by  J.  Baker 
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FAMOUS  LAST  WORDS: 

"WHO  NEEDS  ANOTHER 
NEWSPAPER?" 


You'll  find  them,  sad  to  say,  all  across 
the  business  landscape.  People  with 
their  heads  buried  in  the  sands  of 
ignorance;  about  to  be  buried  forever 
by  international  competition. 

And,  yes,  "another  newspaper"  —  the 
Financial  Times  —  could  give  them  a 
fighting  chance  for  survival. 

The  FT  illuminates  the  world  as  no 

other  paper  can.  Every  corner  of  it.  Every 
corridor  of  power.  Its  first-hand  report- 
ing is  second  to  none:  on  the  political, 
economic  and  financial  events  you  must 
know  about  as  the  day  begins. 

FT  correspondents,  specialists  in  their 
subjects  and  regions,  keep  you  ahead  of 
the  curve  in  terms  of  information  that 
can  be  put  to  practical  use. 

You  get  the  full  dimensions  of  each 
development.  The  FT  provides  a  syn- 
thesis of  world  reactions  to  key  events 
and  examines  their  impact  on  markets, 
geopolitical  institutions  and  multi- 
national business. 

This  breadth  of  vision, 
so  unique  to  the  FT, 
can  open  your  eyes  to 
often  unseen  risks  and 
opportunities. 


What's  more,  you  gain  a  perspective 
on  each  day's  news  through  FT 
analyses  that  deal  with  the  meaning 
and  implication  of  world  events. 

These  features  separate  shadow  from 
substance;  they  explain  the  relevance 
of  economic  and  political  trends;  they 
sharpen  your  ability  to  make  well- 
informed  decisions. 

Designed  for  busy  executives,  the  FT 

doesn't  waste  your  time  with  trivia 
and  padding.  Each  story  takes  you  to 
the  heart  of  the  matter.  And  the  FT's 
conciseness  is  matched  by  its 
legendary,  straight-from-the-sources 
accuracy. 

Then  there's  style;  and  despite  the 
seriousness  of  its  subject  matter, 
the  FT's  is  anything  but  somber. 

To  the  contrary  —  the  intelligence 
and  fiercely  independent  nature 
of  Financial  Times  reporting  give  the 
paper  a  refreshing,  spirited  quality. 


FINANCIAL  TIMES 

1 

■Wrl  )n  cim  of 

Airbus  v 
G7agi 

tins  $5bn  order  for  100  aircraft 

•ees  $24bn  aid  for  Russia 

i  ^^aw_      a  ^    -. 

n  US 

Italian 
bono 
feel  the 
pay  pinch 

In  short,  the  FT  is  an 

extraordinarily  good 
read  —  even  on  a  bad 
morning.  "Another 
newspaper,"  indeed! 


Subscribe  today  for  home  or  office  delivery:  call  800-628-8088  (Dept  F) 
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—Rank— 

Company 

Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 

361 

155 

•Peter  J  Schmitt1 

D  Clark  Ogle 

$500e2 

700 

food  wholesaling 

362 

348 

West  Publishing 

Dwight  D  Opperman 

500e 

5,100 

law  &  college  texts,  docu  retrieval,  Westlaw 

363 

351 

Bugle  Boy 

William  Mow 

495 

1,830 

apparel 

364 

■ 

Spalding  &  Evenflo 

Donald  J  Byrnes 

495 

2,750 

sporting  goods,  baby  prods 

365 

■ 

K-VA-T  Food  Stores 

Jack  Smith 

492 

4,600 

grocery  stores 

366 

■ 

K&B 

Sydney  J  Besthoff  III 

490e 

4,200 

drugstores 

367 

363 

North  Pacific  Lumber 

TJ  Tomjack 

490 

370 

forest,  agriculture  &  steel  prods  wholesaling 

368 

■ 

Skadden,  Arps,  Slate,  Meagher  &  Flom 

Peter  P  Mullen 

490e 

2,900 

law  firm 

369 

353 

Wheaton  Industries 

Robert  I  Veghte 

490e 

8,000 

glass  manufacturing,  plastics 

370 

370 

MTD  Products 

Curtis  E  Moll 

485e 

4,250 

lawn  mowers  &  other  outdoor  power  equip 

371 

■ 

Westf  ield  Cos 

Cary  Blair 

484 

1,512 

insurance 

372 

341 

Titan  Industrial 

Michael  S  Levin 

475 

400 

steel  marketing 

373 

■ 

Fred  W  Albrecht  Grocery 

F  Steven  Albrecht 

475 

3,105 

grocery  stores  &  general  merchandise 

374 

■ 

Norrell 

Guy  W  Millner 

473e 

2,072 

temporary  employment  agency,  health  care  svcs 

375 

■ 

National  Distributing 

Michael  C  Carlos 

470e 

2,000 

wine  &  liquor  wholesaling 

376 

■ 

•Northwestern  Steel  &  Wire 

Robert  N  Gurnitz 

470 

2,700 

low  carbon  steel,  rod  &  wire  prods 

377 

■ 

Inductotherm  Industries 

Henry  M  Rowan 

468 

4,278 

industrial  equip 

378 

399 

Journal  Communications 

Robert  Kahlor 

466 

4,300 

newspapers,  broadcasting,  printing 

379 

■ 

Moyer  Packing 

Curtis  F  Moyer 

465 

1,200 

meatpacking 

380 

286 

Dart  Container 

Kenneth  Dart 

464e 

3,000 

foam  cups,  plastic  prods 

381 

392 

Freedom  Newspapers 

James  N  Rosse 

464e 

4,928 

publishing,  tv 

382 

■ 

Benjamin  Moore  &  Co 

Richard  Roob 

463 

1,925 

paints,  chemicals 

383 

■ 

•Sunbelt  Beverage 

Charles  Andrews 

463 

1,300 

wine  &  spirits 

384 

■ 

Washington  Companies 

Dennis  Washington 

463e 

3,660 

construction,  mining,  public  utilities 

385 

■ 

Lanoga 

Daryl  D  Nagel 

462 

2,700 

building  materials 

ind 

m 


* 
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MfttnH    Publicly  held  Wang  Labs'  word  processor  business 


fell  apart.  Private  WordPerfect  makes  a  mint 
in  the  same  market  by  selling  only  software. 


386 

Capucci  Creations  Internationale 

Albert  J  Fenster                  461 

505 

apparel 

387 

Big  Y  Foods 

Donald  H  D'Amour 

460 

1,206 

grocery  stores 

388 

•Wherehouse  Entertainment 

Scott  Young 

457 

8,000 

audio  &  video  retailing 

389 

272 

Charles  Pankow  Builders 

Charles  Pankow 

457 

132 

general  contracting,  construction 

390 

Paragon  Group 

WR  Cooper 

457 

1,646 

real  estate  development  &  management 

391 

Inserra  Supermarkets 

Lawrence  R  Inserra 

456 

2,100 

grocery  stores 

392 

•Florida  Steel 

Edward  Flom 

453e 

2,100 

steel  manufacturing  &  marketing 

393 

Zeigler  Coal  Holding 

Michael  K  Reilly 

453 

2,100 

coal 

394 

375 

Aarque  Cos 

RQuintus  Anderson 

450e 

2,665 

metal  fabricating 

395 

Greenwood  Mills 

James  C  Self  Jr 

450 

7,000 

fabrics,  denim 

396 

Home  Interiors  &  Gifts 

Donald  J  Carter 

450e 

1,400 

wholesale  decorative  accessories 

397 

Ben  E  Keith 

Robert  Hallam 

450 

1,350 

food  &  beverage  distributing 

398 

Specialty  Retailers 

Bernard  Fuchs 

447 

6,457 

apparel  stores 

399 

398 

•Lear  Siegler 

William  J  Turner 

447e 

3,740 

industrial  equip,  material  handling  systems 

400 

■  Not 

122 

Taubman 

Robert  S  Taubman 

447e 

550 

real  estate  development  &  management 

on  last 

year's  list.    •  Went  private  via  leveraged  buyout  since  1987.    e: 

Estimate.     'In 

Chapter  11.    2I 

Reflects  closing  of  distribution  center. 
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Around  The  World, 
We're  The  Company 
Big  Banks  Bank  On. 


ALLTEL  achieves 
results  for  its  customers, 
including  some  of  the 
biggest  banks  in  the 
world.  Bank  on  it. 

Over  1,000  finan- 
cial institutions  in  26 
countries  worldwide 
have  relied  on 
Systematics  -  an  ALLTEL 
subsidiary  -  for  data 
processing  management,  r        *  \ 
application  software  and  outsourcing  services 
And  for  significant  savings. 

Add  this  growing  business  to  ALLTEL's 
strong  reputation  as  a  provider  of  telephone 
service  for.  1.2  million  customers  in  25  states, 
cellular  telephone  service  in  18  states  and 


product  distribution 
around  the  country,  and 
you  get  a  company  with 
a  23%  total  average 
annual  return  over  the 
past  five  years.  And  a 
history  of  increasing  the 
dividend  for  each  of  the 
past  31  years. 

As  communications 
and  computers  continue 
to  converge,  we're 

positioned  for  continued  growth. 

Call  now  and  get  all  the  data  on  a  true 

financial  success  story. 

-HUXEl 

CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 


Call  (501)  661-8999  or  write:  ALLTEL  Corporate  Communications  •  One  Allied  Drive  •  Little  Rock,  Arkansas  72202 


wmm^mmmmm^^mK^mmmtm 


This  alphabetical  listing  cross-references 
the  private  company  sales  ranking 
that  begins  on  page  178.  For  those 
companies  taken  private  since  1987, 
we  give  the  year  of  the  transaction. 


Where  to  find 

the  400  largest 

U.S.  private  companies 


1 


Company 

Rank 

Company 

Rank 

Company 

Rank 

ABCO  Markets 

3001  West  Indian  School  Road 
Phoenix,  AZ  85017 
602-222-1600 

AFG  Industries  (1988) 

301  Commerce  Street,  Suite  3300 
Fort  Worth,  TX  76102 
817-332-5006 

230 

Alex  Lee 

PO  Box  800 
Hickory,  NC  28603 
704-323-4100 

141 

AmeriServ 

13355  Noel  Road,  Suite  2225 

Dallas,  TX  75240 

214-385-8595 

219 
181 

335 

Ailing  &  Cory 

PO  Box  20403 
Rochester,  NY  14602 
716-454-1880 

350 

Amsted  Industries 

205  N  Michigan  Avenue 
Chicago,  IL  60601 
312-645-1700 

ARA  Services 

The  ARA  Tower,  1101  Market  Street 
Philadelphia,  PA  19107 
215-238-3000 

Aarque  Cos 

PO  Box  310 
Jamestown,  NY  14701 
716-664-6014 

16 

Almacs  Supermarkets  (1991) 

One  Noyes  Street 

East  Providence,  Rl  02916 

401-438-2700 

320 

Amway 

7575  Fulton  Street  East 
Ada,  Ml  49355 
616-676-6000 

Andersen 

100  Fourth  Avenue  North 
Bayport,  MN  55003 
612-439-5150 

30 
159 

394 

Amerco 

1325  Airmotive  Way,  Suite  100 
Reno,  NV  89502 
702-688-6300 

146 

Advance  Publications 

950  Fingerboard  Road 
Staten  Island,  NY  10305 
718-981-1234 

Alamo  Rent  A  Car 

110  South  East  Sixth  Street 
Fort  Lauderdale,  FL  33301 
305-522-0000 

18 

American  Financial 

One  East  Fourth  Street 
Cincinnati,  OH  45202 
513-579-2121 

15 

Arthur  Andersen  &  Co,  SC 

1345  Sixth  Avenue 
New  York,  NY  10105 
212-708-4000 

13 

212 

American  Foods  Group 

544  Acme  Street 
Green  Bay,  Wl  54302 
414-437-6330 

295 

Andersons 

1200  Dussel  Drive 
Maumee,  OH  43537 
419-893-5050 

245 

Fred  W  Albrecht  Grocery 

2700  Gilchrist  Road 
Akron,  OH  44305 
216-733-2861 

373 

American  Protection  Industries 

12233  W  Olympic  Boulevard,  Suite  380 
Los  Angeles,  CA  90064 
310-442-5700 

156 

Anschutz 

555  17th  Street,  Suite  2400 
Denver,  CO  80202 
303-298-1000 

31 

AIco  Health  Services  (1989) 

PO  Box  959 

Valley  Forge,  PA  19482 

215-296-4480 

26 

American  Standard  (1988) 
11 14  Sixth  Avenue,  19th  Floor 
New  York,  NY  10036 
212-703-5100 

22 

AppleTree  Markets 

4301  Windfern  Lane 
Houston,  TX  77041 
713-460-5000 

171 

200 
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To  some  this  glass  is  half  full. 
To  our  flight  attendants  its  definitely  half  empty 


■nn 

On  every  British  Airways  flight  our  highly  trained  staff  pays  special  attention  to  even  the  smallest  detail.  So  you 
always  arrive  refreshed  and  ready.  It's  the  way  we  make  you  feel  that  makes  us  the  worlds  favourite  airline. 


British  Airways 


The  world's  favourite  airline* 


WHtKt  IU  NNU  IHh  4U0  LAKUESI  U.S.  PRIVATE  COMPANIES 


Company 

Rank 

Company 

Rank 

Company 

Rank 

Areata 

601  California  Street,  Suite  1800 
San  Francisco,  CA  94108 
415-781-4200 

Asplundh  Tree  Expert 

708  Blair  Mill  Road 
Willow  Grove,  PA  19090 
215-784-4200 

305 
341 

LL  Bean 

Casco  Street 
Freeport,  ME  04033 
207-865-4761 

Bechtel  Group 

PO  Box  193965 

San  Francisco,  CA  94119 

415-768-1234 

264 

Bugle  Boy 

2900  Madera  Road 
Simi  Valley,  CA  93065 
805-582-1010 

363 

8 

Leo  Burnett 

35  West  Wacker  Drive 
Chicago,  IL  60601 
312-220-5959 

291 

Associated  Metals  &  Minerals 

Three  North  Corporate  Park  Drive 
White  Plains,  NY  10604 
914-251-5400 

281 

Beef  America 

5600  Harry  Anderson  Avenue 
Omaha,  NE  68137 
402-896-2400 

142 

C&S  Wholesale  Grocers 

Old  Ferry  Road 
Brattleboro,  VT  05301 
802-257-4371 

CC  Industries 

222  North  LaSalle  Street 
Chicago,  IL  60601 
312-855-4000 

92 

Austin  Industries 

PO  Box  1590 
Dallas,  TX  75221 
214-443-5500 

273 

Belk  Stores  Services 

2801  West  Tyvola  Road 
Charlotte,  NC  28217 
704-357-1000 

66 

351 

Avis  (1987) 

900  Old  Country  Road 

Garden  City,  NY  11530 

516-222-3000 

BE&K 

2000  International  Park  Drive 
Birmingham,  AL  35243 
205-969-3600 

106 
300 

Bell  &  Howell  (1988) 

5215  Old  Orchard  Road 
Skokie,  IL60077 

708-470-7100 

268 

CH2M  Hill  Cos 

6060  South  Willow  Drive 
Denver,  CO  80111 
303-771-0900 

328 

Best  Products  (1988) 

PO  Box  26303 
Richmond,  VA  23260 
804-261-2000 

Big  V  Supermarkets  (1987) 

176  North  Main  Street 
Florida,  NY  10921 
914-651-4411 

80 
239 

Capucci  Creations  Internationale 

9565  Santa  Monica  Boulevard 
Beverly  Hills,  CA  90210 
310-275-0700 

Cargill 

PO  Box  9300 
Minneapolis,  MN  55440 
612-475-7575 

386 

Bacardi  Imports 

2100  Biscayne  Boulevard 
Miami,  FL  33137 
305-573-8511 

Baker  &  McKenzie 

One  Prudential  Plaza,  Suite  3900 
Chicago,  IL  60601 
312-861-8800 

294 
347 

1 

Big  Y  Foods 

280  Chestnut  Street 
Springfield,  MA  01 102 
413-784-0600 

387 

Carlson  Cos 

Carlson  Parkway,  PO  Box  59159 
Minneapolis,  MN  55459 
612-540-5000 

38 

Baker  &  Taylor  (1992) 

652  East  Main  Street 
Bridgewater,  NJ  08807 
908-218-0400 

178 

Booz,  Allen  &  Hamilton 

101  Park  Avenue 
New  York,  NY  10178 
212-697-1900 

324 

ER  Carpenter 

PO  Box  27205 
Richmond,  VA  23261 
804-359-0800 

315 
332 

Bartlett  &  Co 

4800  Main  Street,  Suite  600 
Kansas  City,  MO  64112 
816-753-6300 

317 

Borg-Warner(1987) 

200  South  Michigan  Avenue 
Chicago,  IL  60604 
312-322-8500 

45 

Carr  Gottstein  Foods  (1990) 
6411  A  Street 
Anchorage,  AK  99518 
907-561-1944 

Barton  Malow 
PO  Box  5200 
Detroit,  Ml  48235 
313-351-4500 

220 

Braman  Enterprises 

2800  Biscayne  Boulevard 
Miami,  FL  33137 
305-576-2051 

252 

Catalyst  Energy  (1988) 

535  Madison  Avenue,  18th  Floor 

New  York,  NY  10022 

212-826-8600 

228 

Bashas' 

PO  Box  488 
Chandler,  AZ  85244 
602-895-9350 

Bath  Iron  Works 

700  Washington  Street 
Bath,  ME  04530 
207-443-3311 

308 

Brenlin  Group 

670  West  Market  Street 
Akron,  OH  44303 
216-762-2420 

272 

Caterair  International 

7811  Montrose  Road 
Potomac,  MD  20854 
301-309-2800 

132 

183 

Brookshire  Grocery 

PO  Box  1411 
Tyler,  TX  75710 
903-534-3000 

248 

Chase  Enterprises 

One  Commercial  Plaza 
Hartford,  CT  06103 
203-549-1674 

Chemcentral 

7050  West  71st  Street 
Bedford  Park,  IL  60638 
708-594-7000 

311 
296 

Battelle  Memorial  Institute 

505  King  Avenue 
Columbus,  OH  43201 
614-424-6424 

203 

Budget  Rent  a  Car  (1989) 

4225  Naperville  Road 
Lisle,  IL  60532 
708-955-1900 

129 
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Republic  understands  that  you  protect  what 
you  value  most.  We  do  the  same.  Our  number 
one  priority  is  the  protection  of  our  clients'  funds, 
to  give  them  the  best  combination  of  safety, 
strength  and  service. 

Perhaps,  thafs  why  we  rank  number  one, 
among  large  U.S.  banks,  in  total  risk-weighted 
capital  ratio. 

And,  in  a  recent  Euromoney  magazine  poll 
of  over  50  of  the  world's  leading  bank  analysts... 
Republic  led  all  major  international  banks  in... 
Strategy,  Resilience,  and  Quality  of  Assets. 

If  you  would  like  more  information  on  the 


bank  that  is  dedicated  to  your  protection...write 
for  our  latest  Quarterly  Report  to:  Information 
Center,  Republic  National  Bank  of  NewYork, 
Fifth  Avenue  at  40th  Street,  New  York  City,  N.Y. 
10018.  Or  call  (212)  221-6056.  Outside  New 
York  City:  (800)  522-5214. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


NEW  YORK  •  GENEVA •  TOKYO  •  LONDON  •  ZURICH  •  LUGANO  •  LUXEMBOURG  •  PARIS  •  MONTE  CARLO  •  GIBRALTAR  •  MILAN 

GUERNSEY-  BEIRUT-  MIAMI  •  LOS  ANGELES  •  BEVERLY  HILLS  •  N  ASSAU  ■  CAYMAN  ISLANDS-  MONTREAL -SINGAPORE-  HONG  KONG 

TAIPEI  •  JAKARTA •  BEIJING  •  MONTEVIDEO  •  PUNTA  DEL  ESTE  •  BUENOS  AIRES  ■  SANTIAGO  •  MEXICO  CITY-  CARACAS  •  RIO  DE  JANEIRO 
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Company 

Rank 

Company 

Rank 

Company 

Rank 

Chilewich  Sons 
Twelve  Water  Street 
White  Plains,  NY  10601 
914-997-2000 

352 
148 

Crowley  Maritime 

155  Grand  Avenue 
Oakland,  CA  94612 
510-251-7500 

125 

Dillingham  Construction  (1987) 
5960  Inglewood  Drive 
Pleasanton,  CA  94588 
510-463-3300 

Dobbs  Brothers  Management 
5-170  Sanderlin  Avenue,  Suite  102 
Memphis,  TN  38117 
901-685-8881 

202 
327 

Clark  Enterprises 

7500  Old  Georgetown  Road 
Bethesda,  MD  20814 
301-657-7100 

Crown  American 

Pasquerilla  Plaza 
Johnstown,  PA  15907 
814-536-4441 

216 

* 

ClubCorp  International 

3030  LBJ  Freeway 
Dallas,  TX  75234 
214-243-6191 

206 

Cumberland  Farms 

777  Dedham  Street 
Canton,  MA  02021 
617-828-4900 

123 

Dr  Pepper/Seven-Up  Cos 

8144  Walnut  Hill  Lane 
Dallas,  TX  75231 
214-360-7000 

280 

Coca-Cola  Bottling  Co  of  Chicago 

7400  North  Oak  Park  Avenue 
Niles,  IL  60714 
312-775-0900 

198 

D'Arcy  Masius  Benton  &  Bowles 

1675  Broadway 
NewYork,  NY  10019 
212-468-3622 

338 

Dominick's  Finer  Foods 

505  Railroad  Avenue 
Northlake,  IL  60164 
708-562-1000 

55 

Collins  &  Aikman  Group  (1989) 
3340  Ocean  Park  Boulevard,  Suite  2000 
Santa  Monica,  CA  90405 
310-452-0161 

CompuAdd  Computer 

12303  Technology  Boulevard 
Austin,  TX  78727 
512-250-1489 

53 

DHL  Worldwide  Express 

333  Twin  Dolphin  Drive 
Redwood  City,  CA  94065 
415-593-7474 

48 

Domino's  Pizza 

30  Frank  Lloyd  Wright  Drive 
Ann  Arbor,  Ml  48106 
313-930-3030 

131 

337 

Dart  Container 

1952  Field  Road,  2nd  Floor 
Sarasota,  FL  34231 
517-676-3800 

380 

Drummond  Co 

PO  Box  1549 
Jasper,  AL  35501 
205-387-0501 

229 

Cornell 

45  Cardinal  Drive 
Westfield,  NJ  07090 
908-233-0700 

133 

Day  &  Zimmermann 

1818  Market  Street 
Philadelphia,  PA  19103 
215-299-8000 

253 

Duchossois  Industries 

845  Larch  Avenue 
Elmhurst,  IL  60126 
708-279-3600 

207 

Connell  Limited  Partnership 

One  International  Place,  31st  Floor 
Boston,  MA  02110 
617-737-2700 

215 

Edward  J  DeBartolo 

7620  Market  Street 
Youngstown,  OH  44513 
216-758-7292 

76 

Dunavant  Enterprises 

PO  Box  443 
Memphis,  TN  38101 
901-369-1500 

83 
186 

Continental  Cablevision 

The  Pilot  House,  Lewis  Wharf 
Boston,  MA  02110 
617-742-9500 

138 

Delaware  North  Cos 
438  Main  Street 
Buffalo,  NY  14202 
716-858-5000 

113 

DynCorp(1987) 

2000  Edmund  Halley  Drive 

Reston,  VA  22091 

703-264-0330 

Continental  Grain 

277  Park  Avenue 
NewYork,  NY  10172 
212-207-5100 

4 

Deloitte  &  Touche 
10  Westport  Road 
Wilton,  CT  06897 
203-761-3000 

58 

Dyson-Kissner-Moran 

230  Park  Avenue 
NewYork,  NY  10169 
212-661-4600 

32 

Coopers  &  Lybrand 

1251  Sixth  Avenue 
NewYork,  NY  10019 
212-536-2000 

72 

Del  Monte  Foods  (1990) 
One  Market  Plaza 
San  Francisco,  CA  94105 
415-442-4000 

81 

E-ll  Holdings  (1988) 
600  Madison  Avenue 
New  York,  NY  10022 
212-307-8110 

168 
108 

Coulter 

600  Coulter  Way 
Hialeah,  FL  33010 
305-885-0131 

278 

DeMoulas  Super  Markets 

875  East  Street 
Tewksbury,  MA  01876 
508-851-8000 

107 

Eby-Brown  Cos 

1001  Sullivan  Road 
Aurora,  IL  60507 
708-897-8792 

Cox  Enterprises 

PO  Box  105357 
Atlanta,  GA  30348 
404-843-5123 

47 

Dick  Corp 

PO  Box  10896 
Pittsburgh,  PA  15236 
412-384-1000 

339 

Jack  Eckerd 

PO  Box  4689 
Clearwater,  FL  34618 
813-397-7461 

23 
174 

Crawford  Fittings 

29500  Solon  Road 
Solon,  OH  44139 
216-248-4600 

282 

DiGiorgio  (1990) 
Two  Executive  Drive 
Somerset,  NJ  08873 
908-469-4444 

126 

84  Lumber 

PO  Box  8484 

Eighty  Four,  PA  15384 

412-228-8820 
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Company 

Elder-Beerman  Stores  (1987) 
3155  El-Bee  Road 
Dayton,  OH  45439 
513-296-2700 

Encyclopaedia  Britannica 

310  South  Michigan  Avenue 
Chicago,  I L  60604 
312-347-7000 

Enterprise  Rent-A-Car 

8850  Ladue  Road 
St  Louis,  MO  63124 
314-863-7000 

Envirodyne  Industries  (1989) 
701  Harger  Road,  Suite  121 
Oak  Brook,  I L  60521 
708-575-2400 

Epic  Healthcare  Group 

PO  Box  650398 
Dallas,  TX  75265 
214-443-3333 

Ernst  &  Young 

277  Park  Avenue 
New  York,  NY  10172 
212-773-3000 

Esprit  de  Corp 

900  Minnesota  Street 
San  Francisco,  CA  94107 
415-648-6900 

Essex  Group  (1988) 
PO  Box  1601 
Fort  Wayne,  IN  46801 
219-461-4000 

Est.ee  Lauder  Cos 
767  Fifth  Avenue 
New  York,  NY  10153 
212-572-4200 

Ethan  Allen  (1989) 

Ethan  Allen  Drive 
Danbury,  CT  06813 
203-743-8000 


Exide 

PO  Box  14205 
Reading,  PA  19612 
215-378-0500 


Farm  Fresh  (1988) 
7530  Tidewater  Drive 
Norfolk,  VA  23505 
804-480-6700. 

Faxon 

1 5  Southwest  Park 
Westwood,  MA  02090 
617-329-3350 

Ferrellgas 

One  Liberty  Plaza 
Liberty,  MO  64068 
816-792-1600 


Rank 

Company 

246 

Fidelity  Investments 

82  Devonshire  Street 

Boston,  MA  02109 

617-570-7000 

235 

Fiesta  Mart 

5235  Katy  Freeway 

Houston,  TX  77007 

713-869-5060 

Flint  Ink 

25111  Glendale  Avenue 

Detroit,  Ml  48239 

313-538-6800 

318 

Florida  Steel  (1988) 

PO  Box  31328 

Tampa,  FL  33631 

813-251-8811 

152 

Flying  J 

PO  Box  678 

Brigham  City,  UT  84302 

801-734-6400 

50 

Follett 

1000  W  Washington  Boulevard 

Chicago,  IL  60607 

312-666-4300 

309 

Food  4  Less  Supermarkets 

777  South  Harbor  Boulevard 

La  Habra,  CA  90631 

714-738-2000 

167 

Fort  Howard  (1988) 

PO  Box  19130 

Green  Bay,  Wl  54307 

414-435-8821 

Rank 

Company 

78 

E&J  Gallo  Winery 

PO  Box  1130 

Modesto,  CA  95353 

209-579-3111 

283 

Gates 

PO  Box  5887 

Denver,  CO  80217 

303-744-1911 

340 

Gateway  2000 

610  Gateway  Drive 

North  Sioux  City,  SD  57049 

605-232-2000 

392 

Georgia  Crown  Distributing 

PO  Box  7908 

Columbus,  GA  31908 

706-568-4580 

261 

Giant  Eagle 

101  Kappa  Drive 

Pittsburgh,  PA  15238 

412-963-6200 

316 

Gilbane  Building 

Seven  Jackson  Walkway 

Providence,  Rl  02940 

401-456-5800 

34 

Gillett  Holdings 

555  17th  Street,  Suite  3300 

Denver,  CO  80202 

303-292-0045 

120 

Global  Petroleum 

800  South  Street 

Waltham,  MA  02154 

617-894-8800 

41  Frank  Consolidated  Enterprises 

666  Garland  Place 
DesPlaines,  IL  60016 
708-699-7000 

240  Freedom  Newspapers 

P6  Box  19549 
Irvine,  CA  92713 
714-553-9292 

Furr's  Supermarkets  (1991) 
PO  Box  10267 
Albuquerque,  NM  87184 
505-344-6525 

257  GAF(1989) 

1361  Alps  Road 
Wayne,  NJ  07470 
201-628-3000 

346  GF  Industries 

930  98th  Avenue 
Oakland,  CA  94603 
510-635-5400 

348  GSC  Enterprises 

PO  Box  638 

Sulphur  Springs,  TX  75483 
903-885-7621 
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Rank 
143 


87 


266 


289 


59 


116 


214 


39 


Golden  State  Foods  139 

18301  Von  Karman  Avenue,  Suite  1100 

Irvine,  CA  92715 

714-252-2000 

Goldman,  Sachs  &  Co  6 

85  Broad  Street 
New  York,  NY  10004 
212-902-1000 

Goiodetz 

666  Fifth  Avenue 
New  York,  NY  10103 
212-581-2400 

Golub 

PO  Box  1074 
Schenectady,  NY  12301 
518-355-5000 


Gordon  Food  Service 

PO  Box  1787 

Grand  Rapids,  Ml  49501 

616-530-7000 

WL  Gore  &  Associates 

555  Papermill  Road 
Newark,  DE  19711 
302-738-4880 
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Company 

Grand  Union 

201  Willowbrook  Boulevard 
Wayne,  NJ  07470 
201-890-6000 


Rank  Company 

33  Harbour  Group  Ltd 

7701  Forsyth  Boulevard,  Suite  600 
St  Louis,  MO  63105 
314-727-5550 


Rank 
290 


Grocers  Supply  109 

PO  Box  14200 
Houston,  TX  77221 
713-747-5000 

Guardian  Industries  134 

43043  West  Nine  Mile  Road 
Northville,  Ml  48167 
313-347-0100 

Guess?  184 

1444  South  Alameda  Street 
Los  Angeles,  CA  90021 
213-765-3100 

Gulf  States  Toyota  114 

PO  Box  40306 
Houston,  TX  77240 
713-744-3300 

Gulfstream  Aerospace  (1990)  166 

PO  Box  2206 
Savannah,  GA  31402 
912-964-3000 

H  Group  Holding  90 

200  West  Madison  Street,  39th  Floor 
Chicago,  I L  60606 
312-750-1234 


Healthco  International  (1991) 
470  Atlantic  Avenue 
Boston,  MA  02210 
617-423-6045 

Hearst 

959  Eighth  Avenue 
New  York,  NY  10019 
212-649-2000 

Helmsley  Enterprises 

60  East  42nd  Street 
New  York,  NY  10165 
212-687-6400 

Hendrick  Management 

PO  Box  18649 
Charlotte,  NC  28218 
704-568-5550 

Hensel  Phelps  Construction 

PO  Box  0 

Greeley,  CO  80632 
303-352-6565 

Hillman 

2000  Grant  Building 

Pittsburgh,  PA  15219 

412-281-2620 


353 


61 


94 


234 


218 


70 


HEB  Grocery 

27 

Holiday  Cos 

79 

646  South  Main  Avenue 

PO  Box  1224 

San  Antonio,  TX  78204 

Minneapolis,  MN  55440 

512-246-8000 

612-830-8700 

Hale-Halsell 
PO  Box  582898 
Tulsa,  OK  74158 
918-835-4484 

Hallmark  Cards 

2501  McGee 

Kansas  City,  MO  64108 

816-274-5111 

Harbert 

PO  Box  1297 
Birmingham,  AL  35201 
205-987-5500 


276  Holman  Enterprises 

7411  Maple  Avenue 
Pennsauken,  NJ  08109 
609-663-5200 

36  Home  Interiors  &  Gifts 

4550  Spring  Valley  Road 
Dallas,  TX  75244 
214-386-1000 

330  Homeland  Stores 

PO  Box  25008 
Oklahoma  City,  OK  73125 
405-557-5500 


157 


396 


194 


Company 

Horsehead  Industries 

110  East  59th  Street 
New  York,  NY  10022 
212-527-3000 


Rank 
262 


Graybar  Electric 

65 

Hartz  Group 

175 

PO  Box  7231 

667  Madison  Avenue 

St  Louis,  MO  63177 

New  York,  NY  10021 

314-727-3900 

212-308-3336 

B  Green  &  Co 

329 

Harvard  Industries  (1988) 

247 

3601  Washington  Boulevard 

PO  Box  527 

Baltimore,  MD  21227 

Farmingdale,  NJ  07727 

410-247-8300 

908-938-9000 

Greenwood  Mills 

395 

Haworth 

279 

PO  Drawer  1017 

One  Haworth  Center 

Greenwood,  SC  29648 

Holland,  Ml  49423 

803-229-2571 

616-393-3000 

Huber  Hunt  &  Nichols 

221 

PO  Box  128 

Indianapolis,  IN  46206 

317-241-6301 

JM  Huber 

169 

333  Thornall  Street 

Edison,  NJ  08818 

908-549-8600 

Hughes  Markets 

127 

14005  Live  Oak  Avenue 

Irwindale,  CA  91706 

818-856-6580 

Humiston-Keeling  195 

233  East  Erie  Street,  Suite  200 
Chicago,  I L  60611 
312-943-6066 

Huntsman  Chemical  158 

2000  Eagle  Gate  Tower 
Salt  Lake  City,  UT  84111 
801-532-5200 

Hy-Vee  Food  Stores  52 

1801  Osceola  Avenue 
Chariton,  IA  50049 
515-774-2121 

ICC  Industries  301 

720  Fifth  Avenue 
New  York,  NY  10019 
212-903-1700 

Inductotherm  Industries  377 

Ten  Indel  Avenue 
Rancocas,  NJ  08073 
609-267-9000 

Ingram  Industries  25 

4400  Harding  Road 
Nashville,  TN  37205 
615-298-8200 

Inland  Group  354 

2901  Butterfield  Road 
Oak  Brook,  I L  60521 
708-218-8000 

Inserra  Supermarkets  391 

20  Ridge  Road 
Mahwah,  NJ  07430 
201-529-5900 

lnsilco(1988)  236 

300  North  Marienfeld,  Suite  400 
Midland,  TX  79701 
915-684-4411 

Interlaken  Capital  35 

165  Mason  Street 
Greenwich,  CT  06830 
203-629-8750 
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When  you're  away  from  your  office 
we  bring  your  office  to  you. 


N 


;3? 


Today  you  can  carry  a  phone  in  your  shirt  pocket,  keep 
i  computer  in  your  briefcase,  even  send  a  fax  from  your  car. 

Ameritech  is  at  the  forefront  of  this  personal 
:ommunications  revolution.  Since  we  built  the  world's 
"irst  commercial  mobile  telephone  network,  we've  become 
the  largest  operator  in  the  Great  Lakes  region.  With  every- 
thing from  messaging  and  paging  to  information  access,  we're 
providing  people  with  new  freedom  and  mobility. 

We're  preparing  for  the  future,  too.  This  year  we're  con- 
ducting one  of  the  most  comprehensive  personal  communica- 
tions services  (PCS)  trials  in  the  nation. Our  PCS  technology 
will  utilize  outexisting  network  and  allow  portable  phones 
to  be  smaller,  lighter  and  less  expensive.  Also,  we  are  pur- 
suing new  digital  technology  with  the  potential  for  fifteen 
times  more  capacity  than  current  cellular  systems. 


At  work,  at  home,  and  on  the  move,  we're  connecting 
our  customers  with  tomorrow  and  our  shareowners  with 
financial  opportunity.  In  fact,  we've  already  outperformed 
the  other  regional  communications  companies  in  return 
to  equity  eight  years  in  a  row. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 


C 1992  Ameritech  Corporation 


JsMERiTECH 

Connecting  You  With  Tomorrow 
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Company 

International  Controls  (1987) 
2016  North  Pitcher  Street 
Kalamazoo,  Ml  49007 
616-343-6121 

International  Data  Group 

One  Exeter  Plaza,  15th  Floor 
Boston,  MA  02116 
617-534-1200 

Irvine 

550  Newport  Center  Drive 
Newport  Beach,  CA  92660 
714-720-2000 

JM  Family  Enterprises 

100  Northwest  12th  Avenue 
Deerfield  Beach,  FL  33442 
305-429-2000 

JMB  Realty 

900  North  Michigan  Avenue 
Chicago,  IL  60611 
312-440-4800 

JP  Foodservice 

7250  Parkway  Drive,  Suite  300 
Hanover,  MD  21076 
410-712-6150 

JPS  Textile  Group 

555  North  Pleasantburg  Drive,  Suite  202 
Greenville,  SC  29607 
803-271-9919 

Jitney  Jungle  Stores  of  America 

PO  Box  3409 
Jackson,  MS  39207 
601-948-0361 

Johnson  &  Higgins 

125  Broad  Street 
New  York,  NY  10004 
212-574-7000 

WB  Johnson  Properties 

3414  Peachtree  Road  NE,  Suite  300 
Atlanta,  GA  30326 
404-237-5500 

SC  Johnson  Wax 

1525  Howe  Street 
Racine,  Wl  53403 
414-631-2000 

Jordache  Enterprises 

226  West  37th  Street 
New  York,  NY  10018 
212-643-8400 

Jordan 

315  Park  Avenue  South,  20th  Floor 
New  York,  NY  10010 
212-460-1915 


Rank 

Company 

Rank 

Company 

Rank 

306 

EarleMJorgensen(1990) 

3050  East  Birch  Street 
Brea.CA  92621 
714-579-8823 

170 

Ladoga 

17946  NE  65th  Street 
Redman,  WA  98073 
206-883-4125 

385 

176 

Journal  Communications 

PO  Box  661 

378 

Lear  Seating  (1988) 
.21557  Telegraph  Road 

82 

Milwaukee,  Wl  53201 

Southfield,  Ml  48034 

414-224-2000 
Jupiter  Industries 

313-746-1500 

231 

349 

Lear  Siegler  (1987) 

399 

919  North  Michigan  Avenue 

220  South  Orange  Avenue 

Chicago,  IL  60611 

Livingston,  NJ  07039 

312-642-6000 

201-535-9522 

42 

K&B 

K&B  Plaza,  Lee  Circle 
New  Orleans,  LA  70130 
504-586-1234 

Leaseway  Transportation  (1987) 
3700  Park  East  Drive 
Cleveland,  OH  44122 
216-765-5500 

199 

355  Kill  Communications 

717  Fifth  Avenue,  22nd  Floor 
New  York,  NY  10022 
212-745-0100 

140  K-VA-T  Food  Stores 

329  North  Main  Street 
Grundy,  VA  24614 
703-935-4587 

204  KPMG  Peat  Marwick 

767  Fifth  Avenue 
New  York,  NY  10153 
212-909-5000 

137  Kash  n'  Karry  Food  Stores  (1988) 

6422  Harney  Road 
Tampa,  FL  33610 
813-621-0200 


Ben  E  Keith 

600  East  Ninth  Street 
Fort  Worth,  TX  76102 
817-332-9171 


321  Kendall  (1988) 

15  Hampshire  Street 
Mansfield,  MA  02048 
508-261-8000 

21  Peter  Kiewit  Sons' 

1000  Kiewit  Plaza 
Omaha,  NE  68131 
402-342-2052 

274  King  Kullen  Grocery 

1194  Prospect  Avenue 
Westbury,  NY  11590 
516-333-7100 

77  Koch  Industries 

4111  East  37th  Street  North 
Wichita,  KS  67220 
316-832-5500 


Jordan  Motors 

104 

Kohler 

609  East  Jefferson  Boulevard 

444  Highland  Drive 

Mishawaka,  IN  46545 

Kohler,  Wl  53044 

219-259-1981 

414-457-4441 

191  Lechmere(1989)  243 

275  Wildwood  Street 
Woburn,  MA  01801 
617-935-8320 

365  Lefrak  Organization  29 

97-77  Queens  Boulevard 
Rego  Park,  NY  11374 
718-459-9021 

62  Lennox  International  136 

PO  Box  799900 
Dallas,  TX  75379 
214-497-5000 

130  Levi  Strauss  &  Co  17 

1155  Battery  Street 
San  Francisco,  CA  94111 
415-544-6000 

397  Levitz  Furniture  163 

6111  Broken  Sound  Parkway  NW 
Boca  Raton,  FL  33487 
407-994-6006 

222  Lewis  Homes  Management  344 

PO  Box  670 
Upland,  CA  91785 
714-985-0971 

54  Lexmark  International  57 

55  Railroad  Avenue 
Greenwich,  CT  06836 
203-629-6700 

223  Lincoln  Property  97 

500  North  Akard,  Suite  3300 
Dallas,  TX  75201 
214-740-3300 

2  Little  Caesar  Enterprises  232 

2211  Woodward  Avenue 
Detroit,  Ml  48201 
313-983-6000 

91  Long  John  Silver's  (1989)  249 

101  Jerrico  Drive 
Lexington,  KY  40579 
606-263-6000 
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llrfortunateiy  These  AreThe  Only 

Rehabilitation  Programs 
Most  Injured  Workers  R/er  See. 


$ 


Daytime  TV  may  be  some  people's  idea  of  per- 
fect entertainment.  But  it  won't  get  an  injured  worker 
back  on  the  job  faster.  That's  why  ITT  Hartford 
created  a  different  kind  of  program— Return-to- 
Work,  one  of  the  most  comprehensive  rehabilitation 
programs  ever  created  for  injured  workers. 

ITT  Hartford  Return-to-Work  is  dedicated  to  get- 
ting injured  workers  back  to  productive  jobs  fast.  By 
managing  the  rehabilitation  of  injured  workers  and 
facilitating  the  best  possible  medical  care.  By  coun- 
seling employers  in  a  more  sympathetic  approach  to 
rehabilitation  and  by  paving  the  way  for  alternative 
return-to-work  jobs.  Even  by  reducing  accidents 
altogether  with  extensive  loss  prevention  services. 

©  1992  ITT  Hartford  Insurance  Group,  Hartford,  CT  06115 


ITT  Hartford  Return-to-Work  is  more  than  good 
corporate  policy,  it's  also  good  economic  policy.  It 
can  reduce  your  company's  workers  compensation 
indemnity  costs  by  as  much  as  forty  percent.  It's  just 
one  more  example  of  ITT  Hartford's  extraordinary 
commitment  to  helping  its  customers  control  costs. 

To  receive  a  complimentary  brochure, 
write:  Dale  W.  Powers,  CPCU,  Director  of 
Segment  Marketing,  ITT  Hartford,  Hartford 
Plaza,  Hartford,  CT  06115. 

ITT  Hartford  Return-to-Work.  Now, 
when  it  comes  to  worker  rehabil- 
itation, the  Beaver  isn't  the 
only  one  you  can  leave  it  to.      ITT  HARTFORD 
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Company 

Rank 

Company 

Rank 

Company 

Rank 
382 

Lykes  Bros 

172 

McCarthy 

304 

Benjamin  Moore  &  Co 

PO  Box  1690 

1341  North  Rock  Hill  Road 

51  Chestnut  Ridge  Road 

Tampa,  FL  33601 

St  Louis,  MO  63124 

Montvale,  NJ  07645 

813-223-3981 

314-968-3300 

201-573-9600 

William  Lyon  Cos 

201 

McCrory 

75 

Moorman  Manufacturing 

185 

4490  Von  Karman  Avenue 

667  Madison  Avenue,  12th  Floor 

.  1000  North  30th  Street 

Newport  Beach,  CA  92660 

New  York,  NY  10021 

Quincy,  IL  62301 

714-833-3600 

212-735-9500 
McJunkin 

334 

217-222-7100 

Morse  Diesel  International 

260 

MBM 

161 

PO  Box  2856 

PO  Box  513 

1515  Broadway,  41st  Floor 

Rocky  Mount,  NC  27802 

Charleston,  WV  25322 

New  York,  NY  10036 

919-985-7200 
MTD  Products 

370 

304-348-5211 
McKee  Foods 

331 

212-730-4000 

Morse  Operations 

63 

PO  Box  368022 

PO  Box  750 

1240  North  Federal  Highway 

Cleveland,  OH  44136 

Collegedale,  TN  37315 

Fort  Lauderdale,  FL  33304 

216-225-2600 

615-238-7111 

305-568-0770 
Morse  Shoe  (1987) 

MTS 

267 

McKinsey  &  Co 

117 

326 

2500  Del  Monte  Street,  Building  C 

55  East  52nd  Street 

555  Turnpike  Street 

West  Sacramento,  CA  95691 

New  York,  NY  10022 

Canton,  MA  02021 

916-373-2500 

212-446-7000 

617-828-9300 

II 


MacAndrews  &  Forbes  Holdings  24 

36  East  63rd  Street 
New  York,  NY  10021 
212-688-9000 

RHMacy 

Eleven  Penn  Plaza 
New  York,  NY  10001 
212-695-4400 

Maritz  310 

1375  North  Highway  Drive 
Fenton,  MO  63099 
314-827-4000 

Marley  271 

1900  Shawnee  Mission  Parkway 
Mission  Woods,  KS  66205 
913-362-5440 

Marmon  Group  19 

225  West  Washington  Street 
Chicago,  I L  60606 
312-372-9500 

Mars  5 

6885  Elm  Street 
McLean,  VA  22101 
703-821-4900 

Mary  Kay  Cosmetics  333 

8787  Stemmons  Freeway 
Dallas,  Tx  75247 
214-630-8787 

Mayfair  Supermarkets  (1989)  284 

681  Newark  Avenue 
Elizabeth,  NJ  07; 
908-352-6400 

Mayflower  Group  265 

9998  North  Michigan  Road 
Carmel,  IN  46032 
317-875-1469 


MediaNews  Group 

4888  Loop  Central  Drive,  Suite  525 
Houston.  TX  77081 
713-295-3800 

Meijer 

2929  Walker,  NW 
Grand  Rapids,  Ml  49504 
616-453-6711 

Menasha 

PO  Box  367 
Neenah,  Wl  54957 
414-751-1000 

Metallurg 

25  East  39th  Street 
New  York,  NY  10016 
212-686-4010 

Metromedia 

One  Meadowlands  Plaza 
East  Rutherford,  NJ  07073 
201-804-6400 

Mid- Atlantic  Cars 

10287  Lee  Highway 
Fairfax,  VA  22030 
703-352-5555 

Milliken  &  Co 
PO  Box  1926 
Spartanburg,  SC  29304 
803-573-2020 

Minyard  Food  Stores 

PO  Box  518 
Coppell,  TX  75019 
214-393-8700 

Montgomery  Ward  &  Co  (1988) 
Montgomery  Ward  Plaza 
Chicago,  I L  60671 
312-467-2000 


356  MA  Mortenson 

PO  Box  710 

Minneapolis,  MN  55440 
612-522-2100 

14  Moyer  Packing 

PO  Box  395 
Souderton,  PA  18964 


187 


379 


215-723-5555 

292 

NWAU989) 

5101  NW  Drive 
St  Paul,  MN  55111 
612-726-2111 

7 

254 

National  Car  Rental  (1987) 

7700  France  Avenue  South 
Minneapolis,  MN  55435 

153 

612-830-2121 

375 

60 

National  Distributing 

One  National  Drive  SW 

Atlanta,  GA  30336 

404-696-9440 

241 

98 

New  Hampshire  Oak 

Liberty  Lane 

Hampton,  NH  03842 

603-926-1340 

43  Newark  Group 

20  Jackson  Drive 
Cranford,  NJ  07016 
908-276-4000 

217  Norrell 

3535  Piedmont  Road,  NE 
Atlanta,  GA  30305 
404-240-3000 

12  North  Pacific  Lumber 

PO  Box  3915 
Portland,  OR  97208 
503-231-1166 


357 


374 


367 


210 
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THE  INCREDIBLE  EXPANDING  FAX 

YOUR  BUSINESS  CAN'T  OUTGROW  IT 
THE  COMPETITION  CAN'T  OUTPERFORM  IT 


375 


241 


157 


374 


Nothing  else  looks  like  it,  or  works  like  it. 

The  RICOH  plain  paper  laser  FAX4500L  gives  your 
business  a  whole  new  combination  of  expandability  and 
productivity.  Its  memory  can  expand  from  57  to  1,200  pages 
and  its  paper  supply  can  grow  from  250  to  an  unprecedented 
2,250  sheets.  Which  means  no  matter  how  big  your  business 
gets,  the  FAX4500L  just  gets  more  impressive. 

Productivity?  The  FAX4500L  scans  at  a 
"  rate  of  approximately  2  seconds  a  page,  and 
transmits  at  a  rate  of  6  seconds,  upgradeable 
to  1.5  seconds*  a  page.  Unattended.  Plus, 
it  has  dual  access.  Allowing  you  to  scan 
a  document  into  memory  even  while 
you're  sending  or  receiving.  That  means 
less  time  faxing,  more  time  producing. 

Get  your  office  working  more  productively. 
Call  1-800-63-RICOH  ext.1379  today. 


THE  RICOH 
FAX4500L 


THE    NAME    TO    KNOW 


KICOH 

1-800-63-RICOH 


©  1992  Ricoh  Corporation.     *  In  Group  4  operation. 
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Company 

Rank 

Company 

Northwestern  Steel  &  Wire  (1988) 
121  Wallace  Street 
Sterling,  IL  61081 
815-625-2500 

376 

Pepper  Cos 

643  North  Orleans  Street 
Chicago,  IL  60610 
312-266-4703 

Ormet 

State  Route  Seven 
Hannibal,  OH  43931 
614-483-1381 

312 

Perdue  Farms 

PO  Box  1537 
Salisbury,  MD  21802 
410-543-3000 

Oxbow 

1601  Forum  Place 

West  Palm  Beach,  FL  33401 

407-697-4300 

99 

Phar-Mor 

PO  Box  400 
Youngstown,  OH  44501 
216-746-6641 

PMC 

PO  Box  1367 

Sun  Valley,  CA  91353 

818-896-1101 

151 

Placid  Oil 

3800  Thanksgiving  Tower 
Dallas,  TX  75201 
214-880-1000 

Pacific  Holding 

10900  Wilshire  Boulevard,  16th  Floor 
Los  Angeles,  CA  90024 
310-208-6055 

147 

Polo  Ralph  Lauren 

650  Madison  Avenue 
New  York,  NY  10022 
212-318-7000 

Packard  Bell  Electronics 

9425  Canoga  Avenue 
Chatsworth,  CA  91311 
818-886-4600 

238 

Potamkin  Manhattan 

787  Eleventh  Avenue 
New  York,  NY  10019 
212-603-7231 

RB  Pamplin 

900  SW  Fifth  Avenue,  Suite  1800 
Portland,  OR  97204 
503-248-1133 

299 

Price  Waterhouse 

1251  Sixth  Avenue 
New  York,  NY  10020 
212-819-5000 

Charles  Pankow  Builders 

2476  North  Lake  Avenue 
Altadena,  CA  91001 
213-684-2320 

389 

Publix  Super  Markets 

PO  Box  407 
Lakeland,  FL  33802 
813-688-1188 

Paragon  Group  390 

7557  Rambler  Road,  Suite  1200 
Dallas,  TX  75231 
214-891-2000 

Parsons  &  Whittemore  227 

Four  International  Drive 
Ryebrook,  NY  10573 
914-937-9009 

Parsons  96 

100  West  Walnut  Street 
Pasadena,  CA  91124 
818-440-2000 

Payless  Cashways  ( 1 988)  44 

2300  Main  Street 
Kansas  City,  MO  64141 
816-234-6000 

CL  Peck/Jones  Brothers  Construction  336 

10866  Wilshire  Boulevard 
Los  Angeles,  CA  90024 
310-470-1885 

Penske  37 

13400  Outer  Drive  West 
Detroit,  Ml  48239 
313-592-5000 


Rank 

Company 

358 

Racetrac  Petroleum 

PO  Box  105035 
Atlanta,  GA  30348 
404-431-7600 

105 

<• 
28 

Raley's 

.500  West  Capitol  Avenue 
West  Sacramento,  CA  95605 
916-373-3333 

Randall's  Food  Markets 

3663  Briar  Park 
Houston,  TX  77042 
713-268-3500 

359 
67 

Ravenswood  Aluminum 

PO  Box  98 

Ravenswood,  WV  26164 
800-258-6686 

Red  Apple  Group 

823  Eleventh  Avenue 
New  York,  NY  10019 
212-580-6805 

193 

Republic  Engineered  Steels  (1989) 
410  Oberlin  Road  SW 
Massillon,  OH  44647 
216-837-6302 

Pueblo  International  (1988) 

1300  NW  22nd  Street 
Pompano  Beach,  FL  33069 
305-977-2500 

Purity  Supreme  (1991) 

101  Billerica  Avenue 
North  Billerica,  MA  01862 
508-663-0750 

Quad/Graphics 

W224  N3322  DuPlainville  Road 
Pewaukee,  Wl  53072 
414-246-9200 

Quality  King  Distributors 

2060  Ninth  Avenue 
Ronkonkoma,  NY  11779 
516-737-5555 

QuikTrip 

PO  Box  3475 
Tulsa,  OK  74101 
918-836-8551 

Rabco  Health  Services 

444  Madison  Avenue,  Suite  601 
New  York,  NY  10022 
212-688-4500 


Rank 
211 


64 


51 


360 


46 


302 


88  Restaurant  Enterprises  Group  145 

One  Park  Plaza  Jamboree  Ctr,  Suite  900 

Irvine,  CA  92714 

714-852-5745 

10  Rich  Products  165 

1150  Niagara  Street 
Buffalo,  NY  14213 
716-878-8000 

121  CH  Robinson  149 

8100  Mitchell  Road,  Suite  200 
Eden  Prairie,  MN  55344 
612-937-8500 

119  Rock-Tenn  250 

PO  Box  4098 
Norcross,  GA  30091 
404-448-2193 

343  Roseburg  Forest  Products  225 

PO  Box  1088 
Roseburg,  OR  97470 
503-679-3311 

205  Rosenthal  Cos  293 

1550  Wilson  Boulevard,  Suite  700 
Arlington,  VA  22209 
703-522-2300 

242  Rugby-Darby  Group  Cos  297 

100  Banks  Avenue 
Rockville  Center,  NY  11570 
516-536-3636 

86  S&P  303 

100  Shoreline  Highway,  Bid  B,  Suite  395 
Mill  Valley,  CA  94941 
415-332-0550 
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They  know  that  in  addition  to  the  products  they  sell  and  the  people  they  employ,  the  biggest 
eason  for  their  success  may  well  be  the  stock  market  they're  listed  on. 

Consider  a  recent  Fortune®  magazine  article  which  named  the  100  fastest  growing  companies 
n  America— 63  were  listed  on  one  stock  market:  The  Nasdaq  Stock  Market. 

WHAT   DO  AMERICA'S 

A  coincidence?  Not  really. 

You  see,  each  of  these  companies  has  learned  that  Nasdaq's  trading  environment  is  ideal  for 
ompanies  that  are  anxious  to  grow.  And  grow  fast. 

It's  an  environment  in  which  every  company  has  multiple  market  makers  trading  its  stock, 

FASTEST    GROWING 

instead  of  a  single  market  maker  like  a  traditional  stock  exchange.  And  because  Nasdaq  market  makers 
select  a  company  rather  than  being  assigned,  they  have  more  than  a  passing  interest  in  the  performance 
of  that  company's  stock.  They  stimulate  interest  throughout  the  marketplace  allowing  more  capital  to  be 
raised  at  a  lower  cost.  And  they  compete  with  each  other,  further  enhancing  a  stock's  liquidity. 

COMPANIES    KNOW 

It's  a  way  of  doing  business  that  has  fueled  the  growth  for  many  of  America's  most  successful 
and  innovative  companies,  including  Microsoft^  MCI®  Apple®  Computer  and  Intel® 

These  companies  though,  aren't  the  only  ones  that  have  come  to  recognize  the  advantages  of 
Nasdaq— America's  fastest  growing  stock  market. 

THAT    YOU    DON'T? 

"Nasdaq's  automated  market  making  system  will  become  more  important  as  trading  becomes 
more  global,"  Ernest  Tanner,  Professor  of  Economics,  Tulane  University. 

"The  relatively  higher  liquidity  of  Nasdaq  stocks  is  (due)  to  the  interest  of  multiple  market 
makers,"  Professors  Kerry  Cooper  and  John  Groth,  Texas  A&M  University. 

And  Jack  Burke,  Contributing  Editor,  IR  magazine:  "The  Nasdaq  Stock  Market  has  married 
technology  to  competition  and  propelled  itself  firmly  into  the  top  ranks  of  the  world's  equities  exchanges." 

If  you're  a  serious  investor  interested  in  growth,  at  least  now    MABHAH^ 

you  know  more  about  the  stock  market  best  geared  to  provide  it.  The  stock  market  for^ 

the  next  100  years. 


100  Fastest  Growing  Companies  in  America 


NASDAQ 


O  NYSE 


AMEX 


Based  on  material  from  Fortune  Magazine.  October  1992 


fincift  iu  rinu  int  4uu  mnutbi  U.S.  rKIUMIt  UUMPMNItS 


Company 

Sammons  Enterprises 

300  Crescent  Court,  Suite  700 
Dallas,  TX  75201 
214-855-2800 

Rank 

Company 

Rank 

Company 

Rank 
313 

95 

Sierra  Pacific  Industries 

PO  Box  496028 
Redding,  CA  96049 
916-365-3721 

345 

Sullivan  Graphics 

100  Winners  Circle 
Brentwood,  TN  37027 
615-377-0377 

Save  Mart  Supermarkets 

PO  Box  4278 
Modesto,  CA  95352 
209-577-1600 

Peter  J  Schmitt  (1988) 

355  Harlem  Road 
West  Seneca,  NY  14224 
716-825-1111 

110 

Silgan  (1989) 

Four  Landmark  Square,  Suite  301 

Stamford,  CT  06901 

203-975-7110 

237 

Sunbelt  Beverage  (1989) 
2330  West  Joppa  Road 
Lutherville,  MD  21093 
410-832-7740 

383 

361 

Melvin  Simon  &  Associates 

PO  Box  7033 
Indianapolis,  IN  46207 
317-636-1600 

269 

71 

182 

Supermarkets  General  (1987) 

301  Blair  Road 
Woodbridge,  NJ  07095 
908-499-3000 

" 

Schneider  National 

PO  Box  2545 
Green  Bay,  Wl  54306 
414-592-5100 

150 

JR  Simplot 

PO  Box  27 
Boise,  ID  83707 
208-336-2110 

Sverdrup 

13723  Riverport  Drive 
Maryland  Heights,  MO  63043 
314-436-7600 

287 

Schnuck  Markets 

1 1420  Lackland  Road 
St  Louis,  MO  63146 
314-994-4400 

Simpson  Investment 

1201  Third  Avenue,  Suite  4900 
Seattle,  WA  98101 
206-224-5000 

Sweet  Life  Foods 

1120  Harvey  Lane 
Suffield,  CT  06078 
203-623-1681 

135 

Schottenstein  Stores 

1800  Moler  Road 
Columbus,  OH  43207 
614-221-9200 

111 

Skadden,  Arps,  Slate,  Meagher  &  Rom 

919  Third  Avenue 
New  York,  NY  10022 
212-371-6000 

368 

Sweetheart  Holdings  (1988) 
7575  South  Kostner  Avenue 
Chicago,  IL  60652 
312-767-3300 

189 

Schreiber  Foods 

PO  Box  19010 
Green  Bay,  Wl  54307 
414-437-7601 

128 

SnyderGeneral 
3219  McKinney  Avenue 
Dallas,  TX  75204 
214-754-0500 

188           TLC  Beatrice  International  Holdings 

9  West  57th  Street,  48th  Floor 
New  York,  NY  10019 
212-756-8900 

74 

Schwan  s  Sales  Enterprise 

115  West  College  Drive 
Marshall,  MN  56258 
507-532-3274 

68 

South  wire 

PO  Box  1000 
Carrollton,  GA30119 
404-832-4242 

93 
364 

Tang  Industries 

1965  Pratt  Boulevard 

Elk  Grove  Village,  IL  60007 

708-806-7600 

Taubman 

200  East  Long  Lake  Road 
Bloomfield  Hills,  Ml  48304 
313-258-6800 

224 

400 

Science  Applications  International 

10260  Campus  Point  Drive 
San  Diego,  CA  92121 
619-546-6000 

102 

Spalding  &  Evenflo 

PO  Box  30101 
Tampa,  FL  33630 
813-887-5200 

Scoular  101 

2027  Dodge  Street 
Omaha,  NE  68102 
402-342-3500 

Sealy  270 

1228  Euclid  Avenue 
Cleveland,  OH  44115 
216-522-1310 

Service  America  ( 1 987 )  164 

88  Gatehouse  Road 
Stamford,  CT  06904 
203-964-5000 

Services  Group  of  America  103 

4025  Delridge  Way  SW,  Suite  500 
Seattle,  WA  98106 
206-251-9100 

Shapell  Industries  298 

8383  Wilshire  Boulevard,  Suite  700 
Beverly  Hills,  CA  90211 
213-655-7330 


Specialty  Coatings  International  (1991) 
704  East  Franklin  Street 
Richmond,  VA  23219 
804-697-3500 

Specialty  Retailers 

10201  South  Main  Street 
Houston,  TX  77025 
903-586-9823 

Steelcase 

PO  Box  1967 

Grand  Rapids,  Ml  49501 

616-247-2710 

Stroh  Brewery 

100  River  Place 
Detroit,  Ml  48207 
313-446-2000 


288  Tennessee  Restaurant  226 

One  Pierce  Place,  Suite  100E 
Itasca,  IL  60143 
708-250-0471 

398  Thrifty  Drug  Stores  ( 1 992)  40 

3424  Wilshire  Boulevard 
Los  Angeles,  CA  90010 
213-251-6000 

49  Thrifty  Oil  255 

10000  Lakewood  Boulevard 
Downey,  CA  90240 
310-923-9876 

118  Tishman  Realty  &  Construction  244 

666  Fifth  Avenue 
New  York,  NY  10103 
212-399-3600 

Titan  Industrial  372 

555  Madison  Avenue,  10th  Floor 
New  York,  NY  10022 
212-421-6700 
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Wide  inside. 

The  only  way  to 

look  at  long-range 

productivity. 


s 


A 


•:   " 


Even  current  Gulfstream  IV  owners  are 
amazed  at  the  added  room  inside  the  new 
Gulfstream  IV-Special  Performance.  With 
wider  aisles  and  greater  width  at  both  shoulder 
and  seat  levels,  it  provides  more  usable  space 
than  any  other  business  jet. 

Gulfstream  engineers  increased  these 
interior  dimensions  without  changing  exte- 
rior fuselage  dimensions,  maintaining  the 
fuel  efficiency  that  results  from  the  aircraft's 
minimum  drag. 

In  addition  to  its  "wide-inside"  interior, 
the  Gulfstream  IV-SP  offers  performance 
improvements  that  give  you  new  flexibility: 
Carry  more  payload.  Land  sooner  after  take- 
off with  full  fuel.  Fly  further  after  a  short 
intermediate  hop.  Even  land  on  shorter 
runways  at  out-of-the-way  destinations.  All 
this,  and  it's  available  immediately. 

Call  Gulfstream  Aerospace 
Corporation  for  more  information   , 
about  the  Gulfstream  IV-SP,  rS!L 

1-800-GAC-FLYS.  X5£S 


The  Gulfstream  IV-SP. 
You  have  to  see  it  to  believe  it 


©1992  Gulfstream  Aerospace  Corporation. 
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Company 

Rank 

Company 

Rank 

Company 

Rank 

Topa  Equities  Ltd 

1800  Avenue  of  the  Stars,  Suite  1400 
Los  Angeles,  CA  90067 
310-203-9199 

307 

United  Van  Lines 

One  United  Drive 
Fenton,  MO  63026 
314-326-3100 

192 

Wheaton  Industries 

1101  Wheaton  Avenue 
Millville,  NJ  08332 
609-825-1400 

369 

Towers,  Perrin 

245  Park  Avenue 
NewYork,  NY  10167 
212-309-3400 

251 

VT 

8500  Shawnee  Mission  Pky,  Suite  200 
Mernam,  KS  66202 
913-432-6400 

100 

< 

Wherehouse  Entertainment  (1988) 
19701  Hamilton  Avenue 
'  Torrance,  CA  90502 
310-538-2314 

388 

i 

Trammell  Crow  Residential 

2859  Paces  Ferry  Road,  Suite  2100 
Atlanta,  GA  30339 
404-433-2000 

162 

WWF  Paper 

Two  Bala  Plaza 

Bala  Cynwyd,  PA  19004 

215-667-9210 

256 

White  Swan  (1988) 
PO  Box  619120 
Dallas,  TX  75261 
817-283-5444 

200 
342 

Trans  World  Airlines  (1988) 
100  South  Bedford  Road 
Mt  Kisco,  NY  10549 
914-242-3000 

20 

Walbridge,  Aldinger 

613  Abbott  Street 
Detroit,  Ml  48226 
313-963-8000 

314 

Whiting-Turner  Contracting 

300  East  Joppa  Road 
Towson,  MD  21286 
410-821-1100 

Transammonia  84 

350  Park  Avenue 
New  York,  NY  10022 
212-223-3200 

Treasure  Chest  Advertising  322 

511  West  Citrus  Edge 
Glendora,  CA  91740 
818-914-3981 

Trump  Organization  85 

725  Fifth  Avenue 
New  York,  NY  10022 
212-832-2000 

21  International  Holdings  144 

153  East  53rd  Street 
New  York,  NY  10022 
212-230-0400 

UIS  263 

600  Fifth  Avenue,  27th  Floor 
New  York,  NY  10020 
212-581-7660 

Unifax  213 

1065  Highway  315,  Suite  203 
Wilkes-Barre,  PA  18702 
717-822-0902 

Union  Holdings  112 

PO  Box  978 

Liberal,  KS  67905  — 

316-624-1851 

Uniroyal  Chemical  (1989)  179 

World  Headquarters 
Middlebury,  CT  06749 
203-573-2000 

United  275 

PO  Box  1280 
Bristol,  VA  24203 
703-466-3322 

United  Parcel  Service  3 

400  Perimeter  Center  Terraces  North 
Atlanta,  GA  30346 
404-913-7123 


Walter  Industries  (1988) 

1500  North  Dale  Mabry  Highway 
Tampa,  FL  33607 
813-871-4811 

89 

Whitmire  Distribution  (1988) 

81  Blue  Ravine  Road 
Folsom,  CA  95630 
916-985-5180 

Jim  Walter  (1988) 

4010  Boy  Scout  Boulevard 
Tampa,  FL  33607 
813-873-4194 

Walton  Monroe  Mills 

PO  Box  1046 
Monroe,  GA  30655 
404-267-9411 

319 
325 

Wickes  Lumber  (1988) 
706  Deerpath  Drive 
Vernon  Hills,  IL  60061 
708-367-6540 

Wilbur-Ellis 

320  California  Street 
San  Francisco,  CA  94104 
415-772-4000 

Warren  Equities  285 

10  East  53rd  Street,  20th  Floor 
New  York,  NY  10022 
212-751-8100 

Washington  Companies  384 

PO  Box  8182 
Missoula,  MT  59807 
406-523-1300 

Wawa  277 

Red  Roof,  Baltimore  Pike 
Wawa,  PA  19063 
215-358-8000 

Wegmans  Food  Markets  69 

PO  Box  844 
Rochester,  NY  14692 
716-328-2550 

West  Publishing  362 

50  West  Kellogg  Boulevard 
St  Paul,  MN  55102 
612-687-7000 

WestfieldCos  371 

1  Park  Circle 

Westfield  Center,  OH  44251 

216-887-0101 


Woodward  &  Lothrop/John  Wanamaker 

1025  F  Street  NW 
Washington,  DC  20013 
202-879-8222 

WordPerfect 

1555  North  Technology  Way 
Orem,  UT  84057 
801-225-5000 

Young  &  Rubicam 
285  Madison  Avenue 
NewYork,  NY  10017 
212-210-3000 

Young's  Market 

500  South  Central  Avenue 
Los  Angeles,  CA  90013 
213-629-5571 

HB  Zachry 

PO  Box  21130 

San  Antonio,  TX  78221 

512-922-1213 

Zeigler  Coal  Holding 

50  Jerome  Lane 

Fairview  Heights,  I L  62208 

618-394-2400 

Ziff  Communications 

One  Park  Avenue 
NewYork,  NY  10016 
212-503-3500 
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Zurich- American.  We  cover  the  globe  in  order  to 
cover  your  business. 

In  f  acF,  as  part  of  the  worldwide  Zurich  Insurance 
Group,  one  of  the  largest  insurance  organizations, 
we  can  offer  a  worldwide  network  doing  business  in 
over  80  different  countries. 

And  risk  management  products  and  services 
are  our  only  concern.  So  you  are  assured  of  in-depth 
understanding,  commitment  and  professionalism, 
both  for  foreign  exposures  of  American  companies 
and  American  subsidiaries  of  foreign  corporations. 

So,  if  you're  looking  for  truly  expert  international 
service,  just  look  to  Z-A.  Zurich- American. 


ZURJCH-AMERJCAN 

ie        INSURANCE  GROUP 
American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  •American  Guarantee  and  Liability  Insurance  Company  •  Executive  Offices,  Schaumburg,  IL60I96 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


If  you  try  hard,  maybe  you  can  think  of  something 

that  hasn't  gone  wrong  at  Public  Service  Co.  of  New  Mexico. 

The  therapist 


By  William  P.  Barrett 


New  Mexico's  smallest  but 
fastest-growing  contribution 
to  the  gross  domestic  product 
may  be  the  "current  issues  fac- 
ing the  company"  section  in 
the  quarterly  financial  reports 
of  Public  Service  Co.  of  New 
Mexico.  Earlier  in  the  year  this 
litany  of  woe  took  up  just  two 
pages.  Now  it  is  spread  over 
eight. 

John  Ackerman,  the  tea- 
drinking  chairman,  chief  exec- 
utive and  president  of  the  Al- 
buquerque-based electric  and 
gas  utility,  takes  a  calm  view. 
"There's  no  denial  here,"  he 
says.  "We  put  in  every  prob- 
lem we  know.  It's  a  slow  pro- 
cess to  fix  things." 

In  his  two  years  as  head  of 
Public  Service,  Ackerman  has 
been  trying  to  correct  one  and 
a  half  decades  of  mismanage-  HIM 
ment  of  the  utility's  electricity 
operations. 

In  the  late  1970s  Public  Service  bet 
big  on  continued  growth  in  sparsely 
populated  New  Mexico  and  expand- 
ed generating  capacity  by  35%.  Partly 
because  of  the  state's  viciously  anti- 
business  atmosphere,  the  growth 
failed  to  come.  The  utility  now  has 
50%  more  total  generating  capacity 
than  peak  summertime  retail  demand, 
eroding  earnings.  Worse,  a  long-term 
contract  forces  it  to  pay  for  power  it 
can't  use  from  another  utility. 

Ackerman's  predecessor,  Jerry 
Geist,  exacerbated  matters  by  diversi- 
fying into  real  estate  and  other  ven- 
tures. The  failure  of  the  real  estate 
subsidiary  helped  stick  Public  Service 
with  more  than  $200  million  in  diver- 
sification losses. 

Now  the  State  of  Arizona  is  dun- 
ning Public  Service  for  $16  million  of 
back  sales  taxes  allegedly  owed  for  its 
share  of  lease  payments  on  a  nuclear 
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Public  Service's  John  Ackerman  (foreground)  with  lineman 
"It's  a  slow  process  to  fix  things." 


power  plant.  In  Albuquerque,  which 
provides  60%  of  Public  Service's  elec- 
tric revenues,  the  company  faces  a 
consumer  revolt.  Customers  say  their 
rates  are  40%  higher  than  the  average 
charged  by  neighboring  utilities,  al- 
though Public  Service  hasn't  in- 
creased rates  in  five  years. 

If  Public  Service  is  gouging  its  cus- 
tomers, you  couldn't  prove  it  from  its 
financial  performance  numbers:  With 
the  common  dividend  eliminated,  the 
stock  fell  from  39Vi  in  1987  to  7%  last 
year  before  moving  back  up  to  a 
recent  12% — still  68%  below  the 
peak.  Some  of  the  bonds  have  been 
downgraded  to  junk  level.  Last  year 
Public  Service  earned  only  $23  mil- 
lion, or  32  cents  a  share,  on  revenues 
of  more  than  $800  million.  This  year 
analysts  expect  better  earnings,  may- 
be 55  cents  a  share,  but  that's  a  far  cry 
from  the  $4.23  a  share  of  198 1 . 

Ackerman  has  made  progress.  He 


has  settled  much  expensive  lit- 
igation, renegotiated  some 
onerous  coal-purchasing  con- 
tracts and  shelved  a  construc- 
tion project.  He  has  shored  up 
the  capital  structure  a  bit 
through  asset  sales. 

Ackerman  points  out  that 
his  utility's  high  rates  for  elec- 
tricity owe  a  good  deal  to  the 
fact  that  1 0%  pay  for  pollution 
control  equipment  that  near- 
by utilities  haven't  installed. 

A  1989  Albuquerque  law 
requires  competitive  bidding 
for  the  city's  multiyear  electric 
franchise  agreement,  which 
expired  in  January.  A  referen- 
dum to  repeal  the  law  has  been 
scheduled  for  Dec.  8,  with 
Public  Service  spending  heavy 
on  behalf  of  repeal.  But  both 
daily  papers  in  Albuquerque 
are  leaning  against  Public  Ser- 
vice, and  the  state's  antibusi- 
ness  tradition  is  working  against  the 
company. 

Ackerman  points  out  that  competi- 
tive pressures  will  be  quite  sufficient 
to  keep  rates  down.  He  believes  elec- 
tricity is  headed  down  the  deregula- 
tory  route  of  natural  gas,  many  of 
whose  customers  can  now  buy  from 
different  sources  and  pay  the  local  gas 
distributor  a  fee  for  transportation. 
"By  decade's  end,"  he  says,  "some 
electrical  customers  probably  will 
have  a  choice  of  suppliers." 

An  electrical  engineer,  Ackerman 
rose  through  the  ranks  at  Public  Ser- 
vice but  spent  five  years  heading  the 
well-regarded  Gas  Co.  of  New  Mexi 
CO  after  its  acquisition  by  Public  Scr 
vice  ill  1985.  He  presided  over  Gas 
Co.  during  heavy-duty  deregulation 
and  change.  Ackerman,  who  is  51, 
now  must  do  the  same  thing  on  1 
bigger  scale   with   a   badly   battered 
company.  WM 
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Thebestway 

tolceepup 
on  the  worn  is 

with  these 

newsletters. 


For  news  coverage  that  goes  from  A  to  Z,  the  most  important  letters  in 

the  alphabet  are  NPK  Tune  to  Morning  Edition  with  Bob  Edwards, 

All  Things  Considered*  and  Weekend  Edition!  Together,  they  make  NPR 

the  most  important  news  letters  in  America.  For  the  NPR  station  near 


you,  call  National  Public  Radio  at  202-822-2323. 

« 

Morning  Edition,  All  Things  Considered 
and  Weekend  Edition  fiom  NPR 

Morning  Edition,  All  Things  Considered.Weekend  Edition  and  NPR  are  registered  trademarks  of  National  Public  Radio. 


MARKETING 


EDITED  BY  JOSHUA  IEVINE 


Joe  Pytka  charges  $15,000  a  day  for  his  services. 
What  do  his  clients  get  for  that  tidy  sum? 
Irritation  and  agitation,  says  Pytka. 


"I  have 
no  charm" 


You're  on  the  set  of  a  commercial  in 
the  north  Georgia  woods.  Brawny, 
white-haired  Joe  Pytka,  the  director, 
is  bossing  around  Deion  Sanders,  the 
Atlanta   baseball   and   football   star. 


TV  commercial 
auteur 
Joe  Pytka 
"I'll  put  my  reel 
of  commercials 
up  against  any- 
one who  makes 
movies,  and  my 
stuff's  better.'' 


Sanders  is  playing  Deion  Sanderclaus, 
and  is  accompanied  by  six  hulking 
football  teammates  as  Santa's  rein- 
deer. The  on-camera  narrator  is  Denis 
Leary,  a  young  comic.  "You  think  the 


jelly  belly  from  some  elf-infested 
North  Pole  igloo  is  gonna  get  the 
goods  there  on  time?"  Leary  speed- 
raps.  "Wrong!" 

This  is  a  Christmas  commercial  for 
Nike,  Inc.,  and  it  shows  what  Madi- 
son Avenue's  hottest,  best-paid  direc- 
tor does  for  a  living.  Pytka  reshoots 
the  take  at  least  half  a  dozen  times.  He 
shoots  Leary  with  a  toothpick,  with- 
out a  toothpick,  and  with  impercepti- 
bly different  head  angles.  "Once 
more  for  luck,"  he  says  after  a  perfect 
take.  "The  agency  may  not  notice  if 
there's  a  mistake,  but  I  do." 

The  son  of  a  Braddock,  Pa.  machin- 
ist, Pytka,  54,  says  he  inherited  a 
strong  work  ethic  and  an  intolerance 
for  sloppiness.  Those  qualities  come 
out  on  the  sets,  where  Pytka  routinely 
terrorizes    cast,    crew    and    clients 
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ike — all  in  the  name  of  a  per- 

ctionism  that  keeps  Madison 

venue   panting  to  pay  large 

ims  for  Pytka's  services. 

"When  I  was  growing  up, 
)u  were  lucky  to  have  any 
ib,"  says  Pytka.  "So  anyone 

ho  squanders  an  opportunity 
lakes  me  mad." 

Pytka  thought  he'd  be  a 
ainter,  then  turned  to  film- 
laking.  After  several  years  mak- 
lg  documentaries  for  the  Pub- 
Broadcasting  System,  he 
rifted  into  commercials.  In 
984  he  launched  his  produc- 
on  company — called  simply 
ytka — with  his  brother  John, 
'ho  is  also  a  respected  director 
f  commercials. 

Like  fellow  TV  commercial  di- 
ectors  Adrian  Lyne  (who  di- 
eted Fatal  Attraction)  and 
\  iidley  Scott  ( Thelma  and  Lou- 
he),  Pytka  tried  surfing  the 
/ladison  Avenue  wave  to  Hol- 
^wood.  But  his  maiden  effort,  a 
989  film  called  Let  It  Ride 
tarring  Richard  Dreyfuss, 
lopped  at  the  box  office. 

Pytka's  ego,  however,  is  the 
ind  that  doesn't  dent  easily. 
I'll  put  my  reel  of  commercials 
ip  against  anyone  who  makes 
novies,"  he  says,  "and  my 
tuffs  better." 

In  the  world  of  television 
ommercials,  Pytka  has  become 
he  closest  thing  Madison  Ave- 
me  has  to  a  filmmaking  auteur. 
Vt  a  cost  of  $1  million  to  $3 
nillion  for  the  splashiest  30- 
econd  spots,  a  TV  commercial 
director  oversees  more  man- 
power, technology,  money  and 
ingst  per  second  of  film  than 
iny  Hollywood  movie  director.  WM 
\nd  Pytka  gets  more  of  the  best 
issignments  than  anyone  else. 

Pepsi  has  been  using  Pytka  exclu- 
sively for  its  epic  commercials.  Nike, 
roo.  Pepsi  and  Nike  ad  campaigns 
anked  one  and  two,  respectively,  for 
me  last  quarter  in  popularity  listings 
published  by  Video  Storyboard  Tests' 
industry  newsletter.  The  winners  in- 
cluded a  Michael  Jordan/Bugs  Bun- 
ny spot  for  Nike,  and  Pepsi's  ode  to 
model  Cindy  Crawford.  Additional 
Pytka  credits  include  the  disarming 

Real  life,  real  answers"  spots  for 
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Popular  Pytka  spots  for  Pepsi,  Du  Pont,  Nike 
The  Final  version  usually  bears 
Pytka's  creative  stamp. 


John  Hancock,  the  thank-you-for- 
your-support  series  for  Bartles  & 
Jaymes,  and  the  baby  in  the  hot-rod 
walker  for  Du  Pont's  Stainmaster 
carpets. 

For  his  talents,  Pytka  gets  a  person- 
al fee  of  around  $15,000  a  day.  And 
he  shares  with  brother  John  in  the 
profits  of  their  production  company. 
The  firm's  revenues  run  $18  million 
to  $20  million  a  year.  Profitable?  You 
bet.  Whenever  Pytka  hires  camera- 
men, special  effects  experts  and  other 


technicians,  he  marks  the  cost  of 
their  services  up  around  35%. 
Hollywood  wealthy,  Pytka 
owns  houses  in  Los  Angeles, 
Vail,  Paris,  Santa  Fe. 

Able  to  work  across  many 
genres — from  comedy  to  melo- 
drama— Pytka  puts  his  imprint 
on  every  reel  of  film,  with  the 
result  that  his  commercials  of- 
ten turn  out  dramatically  differ- 
ent from  the  storyboard — the 
outline  of  script  and  images  that 
is  intended  to  guide  the  produc- 
tion of  a  commercial.  Take,  for 
example,  Pepsi's  famous  "Ar- 
chaeology" commercial,  a 
Grand  Prix  winner  at  the 
Cannes  advertising  awards  in 
1985.  That's  the  spot  where  a 
group  of  archaeologists  from 
the  future  can't  identify  the  ob- 
scure soft- drink  can  they've  un- 
earthed. (It's  a  Coke.)  "I  wrote 
the  spot,  but  my  vision  was  limi- 
ted," says  Ted  Sann,  a  vice 
chairman  at  Pepsi  ad  agency 
BBDO.  "I  saw  it  happening  in  a 
small  room.  Joe  imagined  the 
whole  dig  and  turned  the  com- 
mercial up  several  notches  to 
make  it  what  it  was." 

Don't  let  the  white  hair  fool 
you.   Pytka  still  burns  with  a 
compulsion  to  win  the  pick-up 
basketball  games  that  occupy 
the    production    crew    during 
breaks  on  the  sets.  Pytka  plays 
rough.  A  client  once  broke  an 
arm,  and  crew  members  rou- 
tinely hobble  off  with  broken 
collarbones,  fractured  ribs  and 
stitches.  Nor  are  there  any  signs 
of  mellowing  during  shooting, 
when  Pytka  vents  his  notorious 
temper    tantrums — apparently, 
these  come  in  handy  when  or- 
dering    around      ego- bloated 
sports    multimillionaires    and    their 
agents,  not  to  mention  ^rima  donna 
writers  and  camera  people.  "Working 
with  Joe  is  like  playing  tennis  against  a 
6-foot-5-inch  John  McEnroe,"  says 
BBDO's  Alfred  Merrin,  a  senior  cre- 
ative director  in  charge  of  the  Diet 
Pepsi  account.  "He's  at  his  best  with 
tension  and  anxiety." 

Says  Pytka  of  himself:  "I'm  an  irri- 
tator  and  an  agitator — I  have  no 
charm."  That  he  saves  for  his  finished 
products.  -J.L.  HB 
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Good  news  for  aching  feet. 
Comfort  is  going  mainstream, 

Sensible 
and  chic 


By  Carolyn  T.  Geer 

For  years  style  and  comfort  have 
been  to  women's  shoes  what  guns  and 
butter  were  to  economies:  You 
couldn't  have  both.  Hence  woman- 
kind's age-old  complaint:  "My  feet 
are  killing  me!" 

Economists  are  still  working  on  the 
guns  and  butter  conundrum,  but 
shoe  marketers  think  they've  made  a 
breakthrough  in  women's  shoes. 
"For  many  years  women  resigned 
themselves  to  the  fact  that  in  order  to 
look  stylish  they  had  to  wear  shoes 
that  were  uncomfortable,"  says  Diane 
Clehane,  marketing  director  for  Nine 
West  Group  Inc.,  a  Stamford,  Conn, 
manufacturer  of  women's  shoes. 
"That  is  no  longer  the  case." 

Recently,  fashion  shoe  companies 
like  Nine  West  and  chic  Bally  of  Swit- 
zerland have  been  adding  cushioning 
and  other  comfort  features  to  their 
stylish  shoes.  At  the  same  time,  mak- 
ers of  so-called  comfort  shoes — clod- 
hoppers that  had  long  been  easier  on 
the  feet  than  on  the  eyes — are  shoot- 
ing for  a  swankier  image.  "It's  defi- 
nitely no  longer  an  old  ladies'  mar- 
ket," says  Richard  Silverman,  editor 
of  Footwear  News,  a  trade  publication. 
"You  can  see  some  real  sleek-looking, 
comfortable  shoes  today." 

What's  at  work  here  is  a  logical 
evolution  of  the  athletic  footwear 
craze.  The  surge  in  athletic-shoc-wear- 
ing  in  the  1980s  showed  shoe  buyers 
how  good  feet  could  feel  and  spawned 
advances  in  cushioning  technology. 
Now,  after  years  of  rapid  growth,  sales 
of  athletic  footwear  are  leveling  off  and 
shoes  are  coming  back.  Per  capita  con- 
sumption of  athletic  shoes  dropped  to 
1.60  pairs  in  1991  from  1.66  pairs  in 
1990,  according  to  Footwear  Market- 
ing Insights.  This  is  the  first  dip  since 
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the  Nashville,  Term. -based  market  re- 
search firm  began  collecting  data,  in 
1982.  Retail  sales  of  athletic  shoes  were 
flat  at  $11.9  billion,  representing  39% 
of  the  $30.7  billion  footwear  market. 
Enter  the  comfort  shoe  marketers. 


BALLY 


NAPPA 

With  the     ^ 

unparalleled 

flexibility  of  the 

Nappa  Flex  Collection 

from  Bally  ol  Switzerland 

you  will  soon  understand 

wtry  style  and  comfort 

must  nevw  be 

compromised 

again. 


Ads  for  women's  shoes  that  promise 
both  style  and  comfort 
The  notion  that  looking  stylish  means 
putting  up  with  aching  feet  is  dying  fast. 


U.S.  Shoe  Corp.'s  Easy  Spirit  pum 
line  exploded  on  the  scene  four  yea: 
ago  with  a  television  commercial  fea 
turing  women  pounding  a  basketbal 
court  in  their  high-heeled  pumps 
"Looks  like  a  pump.  Feels  like 
sneaker,"  the  announcer  crooned 
Reebok's  Rockport  division  followe 
with  a  women's  walking  pump. 

The      comfort      message      came 
through  loud  and  clear,  but  the  firs 
comfort  pumps  seemed  more  at  home 
on  the  basketball  court  than  at  the! 
opera  house. 

Today  companies  are  acknowledg 
ing  that  comfort  alone  is  not  enough.] 
U.S.  Shoe  recently  refined  its  Easw 
Spirit  line,  adding  styles  with  more 
shapely  heels  and  toes. 

Marketers  at  the  65 -year-old  Nat-' 
uralizer  division  of  Brown  Shoe  Co., 
the  grande  dame  of  comfort  shoes,1 
have  restyled  the  division's  entire  line 
of  women's  casual  and  dress  shoes. 
The  shoes,  which  range  in  price  from 
$45  to  $60,  feature  updated  colors 
and  textures,  and  more  elegant  shapes 
than  before. 

The  advertising  message  is  pitched 
differently,  too.  "If  you  think  getting 
Naturalizer  comfort  means  settling 
for  so-so  looks,  you  are  so,  so  mistak- 
en," reads  one  ad.  A  new  commercial 
for  Easy  Spirit's  latest  dress  shoe  line 
strikes  the  same  theme:  "Finally  there 
are  pumps  that  are  as  fashionable  as 
they  are  comfortable." 

Now  established  marketers  of  fash- 
ion footwear  are  aiming  to  make  their 
shoes  more  comfortable.  Two  years, 
ago  Nine  West  introduced  the  SPA  line 
of  cushy  casual  and  dress  shoes  for 
women,  at  prices  ranging  from  $55 
to  $70. 

Chic  shoemakers  haven't  entirely 
ignored  all  this.  Bally  of  Switzerland 
threw  its  shoe  into  the  ring  this  fall. 
Priced  from  $165  to  $200,  the  new 
Nappa- Flex  line  sports  the  same  but- 
tery leathers  and  classic  styles  that 
Bally  is  known  for.  But  the  extra 
cushioning  and  flexible  soles  make- 
file shoes  even  more  comfortable. 

With  comfort  shoes  getting  more 
stylish  and  fashion  shoes  getting  more 
comfortable, the  gap  between  the  two 
may  soon  <:n<.\  up  in  the  dustbin  of 
footwear  history.  "That's  definitely 
the  way  the  market  is  moving,"  says 
Silverman  of  Footwear  News,  "Com 
fort  is  going  mainstream."  ■§ 
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Learjet. 

Lease  the  business  jet  legend 
or  less  than  $50,000  per  month, 


The  most  affordable  way  to  operate  a  new  Learjet  31A  or  Learjet  35A  is  with  our  Total  Learjet  Coverage 
;Jease  -  the  most  flexible,  comprehensive  plan  now  available.  You  can  lease  a  new  Learjet  and  pay  no 
JJ  wintenance  costs.  The  seven-year  TLC  Lease  includes: 

•  Low  down  payment  and  very  attractive  monthly  payments. 

•  Total  aircraft  maintenance  at  no  charge  for  seven  years  or  2,500  hours 
including  aircraft,  engine  and  avionics  parts.  All  expendables  such  as  fluids, 
tires  and  brakes  are  included. 

•  Flexible  options  after  five  years,  including  upgrades  to  a  new  Learjet. 
Don't  miss  this  unique  opportunity  to  fly  the  legendary  Learjet  for  less. 

all  Ted  Farid,  Vice  President  Domestic  Marketing,  at  (316)  946-2450, 
r  Fax  (316)  946-2204. 


ise  applies  to  new  aircraft  delivered  on  or  before  January  31. 1993,  for  operation  in  the  United  States. 
1992  Learjet  Inc. 
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Could  video  clips  become  as  common  as  electronic 
mail  and  spreadsheets?  Only  if  someone  can  figure  out  a 
way  to  cram  the  massive  files  through  thin  wires. 


Desktop 

television 


By  David  C.  Churbuck 

All  the  experts  think  the  day  isn't  far 
off  when  television  and  computers 
will  converge  in  a  single  machine.  A 
Natick,  Mass.  startup,  Fluent,  Inc.,  is 
trying  to  hasten  that  day.  It  has  found 
a  way  to  transmit  digital  video  over  a 
network  of  personal  computers. 

Imagine:  Wherever  you  now  send 
electronic  mail,  you  could  send  video 
pictures;  whatever  network  you  now 
download  data  from,  you  could  be 
using  to  download  from  a  library  of 
video  clips.  Training  films,  repair 
manuals,  sales  presentations,  govern- 
ment agency  hearings:  All  could  be  on 
a  network. 

David  Nelson,  now  50,  cofounded 
workstation  maker  Apollo  Computer 
in  1980.  A  few  months  before  that 
company  was  sold  to  Hewlett-Pack- 
ard three  years  ago,  Nelson  struck  out 
on  his  own  in  order  to  be  a  founder 
again,  and  started  Fluent. 

When  Nelson  decided  to  bet  on 
video,  multimedia  and  desktop  televi- 
sion were  hot  buzzwords.  But  few,  if 
any,  systems  were  networked,  and 
most  relied  on  fixed  optical  media, 
such  as  laser  disks,  which  could  not  be 
edited  or  easily  updated  from  a  typical 
computer.  Multimedia  was,  the  skep- 
tics quipped,  "a  zero-million-dollar 
market  turning  into  a  zero- billion- 
dollar  market." 

The  skepticism  had  to  do  with  the 
fact  that  most  personal  computers 
were,  until  recently,  too  feeble  to 
display  and  store  moving  pictures.  In 
1989  hard  disk  space  cost  $3  a  mega- 
byte. Today  the  price  is  under  $1  a 
megabyte,  and  falling  fast.  Desktop 
video  is  now  plausible. 

Nelson  could  see  that  computer 
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companies  were  solving  one  big  part 
of  the  computer  video  problem, 
namely  limited  storage.  So  he  as- 
signed his  engineers  the  task  of  re- 
moving the  other  stumbling  block: 
limited  transmission  capacity,  or 
bandwidth.  One  minute  of  typical 
uncompressed  color  video  consumes 
287  megabytes;  networks  designed  to 
transport  nothing  bigger  than  spread- 
sheets and  electronic  mail  would 
choke  on  the  briefest  flash  of  moving 
pictures. 

Fluent's  solution  begins  with  sever- 
al standard  compression  algorithms 


Make  room  for  video 

A  color  moving  picture,  even  one 
confined  to  a  320-by-240-pixel  quad- 
rant of  a  computer  screen,  gushes 
out  a  torrent  of  data— 4.8  megabytes  a 
second.  That's  too  much  to  cram  into 
the  wiring  of  a  typical  computer  net- 
work. Fluent's  system  copes  with 
the  load  two  ways.  First,  it  uses  off- 
the-shelf  compression  schemes  to 
shrink  the  average  160-kilobyte  video 
frame  down  to  8  kilobytes,  and  each 
3  kilobytes  of  sound  down  to  less  than 
1  kilobyte.  Next,  it  adjusts  the  flow 
to  what  the  traffic  will  bear.  When 
transmission  space  is  limited,  the 
system  drops  a  video  frame  now  and 
then.  Because  the  ear  is  more  sensi- 
tive than  the  eye,  Fluent  doesn't  inter- 
rupt the  sound  channel. 
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that  can  squeeze  files  by  a  factor  of  20 
to-1  as  a  rule  of  thumb.  Then  comes  a  lis 
more  unusual  trick:  By  combining  the  k 
image  and  audio  streams  of  a  video %i 
signal  into  one  signal  and  time-stamp 
ing  each  frame  and  its  corresponding,  n 
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Fluent  founder  David  Nelson 
Marrying  TVs  and  PCs. 
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-One  second  of  video 


"One  frame  of  video  =  1/30th  of  a  second  =  160  kilobytes 


1  /30th  of  a  second  audio  =  3,000  bytes 
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One  frame  of  video  =  1  /30th  of  a  second  =  8  kilobytes 


1  /30th  of  a  second  audio  =  750  bytes 
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f20  ound,  Fluent's  system  is  able  to  ad- 
nes;  ist  the  flow  of  images  according  to 
jthi  he  available  bandwidth  (see  diagram, 
idee  ibove). 

On  a  videocassette  recorder,  the 

iewer  sees  30  frames  per  second.  But 

le  eye  can  get  by  with  less.  Theatrical 

ovies  display  only  24  frames  per 

cond,  and  16fps  doesn't  look  too 

ad.    Nelson's    network    sends    30 

ames,  or  239,000  compressed  bytes 

er  second,  on  a  space -available  basis. 

uring  traffic  jams,  Fluent's  system 

utomatically  scales  the  video  stream 

ip  and  down  to  fit  into  available 

andwidth,  yet  the  eye  scarcely  per- 

eives  any  difference. 

But  who  needs  it?  Nelson  offers  this 
xample:  An  auto  manufacturer  has  a 
uge  library  of  video  clips  illustrating, 
ay,  engine  repair  on  its  dozens  of 
akes  and  models.  It  could  mail  out 
ideocassette  tapes  to  all  its  dealers 
very  time  there  was  an  update.  With  a 
etwork,  the  dealers  could  download 
he  videos  as  they  need  them,  and 
ow  they  were  getting  the  latest 
ersion. 

Video  E-mail  is  another  potential 

pplication.   You   do   a   slide   show 

bout  next  year's  sales  projections, 

then  route  the  package,  as  if  it  were  a 

memo,  to  12  division  heads,  each  to 

review  it  on  his  own  schedule.  You 
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could  even  run  a  sales  conference  over 
a  network,  almost  as  easily  as  you 
could  arrange  a  conference  call.  Or  a 
network  could  be  used  to  continually 
update  a  library  of  travelogues  used  by 
travel  agents  or  sales  pitches  used  in 
video  information  booths  at  a  mall. 

And  then?  Nelson  is  looking  out  to 
a  future  of  entertainment  video  on 
demand.  You  will  be  able  to  watch 
what  you  want,  when  you  want  it.  The 
whole  entertainment  field  will  be  your 
lending  library.  John  Kaufmann  is  a 
technical  consultant  at  Digital  Equip- 
ment Corp.,  a  distributor  of  Fluent's 
system.  Kaufmann  elaborates:  "Ways 
will  be  needed  to  manage  the  flow  of 
digitized  content  over  the  network. 
In  that  regard  what  Fluent  is  doing  is 
significant." 

To  be  sure,  cable  companies,  tele- 
phone companies  and  entertainment 
electronics  manufacturers  are  all  fig- 
uring out  how  to  send  movies  down 
wires  into  the  home.  Nelson  concedes 
he  has  a  lot  of  competition  here,  but 
still  has  something  to  offer  in  helping 
cable  and  other  companies  use  and 
manipulate  video  as  if  it  were  a  data- 
base rather  than  a  steady  stream  of 
pictures. 

These  are  ambitious  plans  indeed 
for  a  company  that  shipped  its  first 
product  15  months  ago  and  has  yet  to 


Source:  Fluent,  Inc. 


turn  a  profit.  Fluent  does  not  sell  any 
software  directly  to  end- users,  but 
relies  on  bigger  outfits,  including 
dec,  Intel  and  Jostens,  Inc.,  to  re- 
package and  sell  its  software. 

The  Fluent  software  tools  include 
programs  that  can  turn  ordinary  PCs 
(with  enough  memory  and  power) 
into  "virtual  VCRs,"  with  forward, 
rewind  and  record  buttons.  Fluent 
also  sells  software  for  editing  digital 
film  clips — the  video  equivalent  of  a 
word  processor.  The  price  per  user  is 
about  $400. 

PC  video  is  now  a  hot  market.  In 
November  Microsoft  announced 
Video  for  Windows,  a  $199  program 
that  will  allow  PCs  equipped  with 
special  hardware  to  display  video  as 
fast  as  30  frames  per  second.  Apple 
Computer  already  offers  similar  soft- 
ware called  QuickTime. 

The  futurists  of  con  munications 
have  long  promised  that  televisions 
and  computers  would  someday  be 
able  to  swap  data,  but  as  Digital 
Equipment's  Kaufmann  observes,  a 
lot  oflittle  steps  must  be  taken  before 
that  revolution  occurs. 

In  taking  some  of  these  steps  early, 
litde  Fluent  gets  a  leg  up  on  potential 
competitors.  Still,  the  risk  is  high  that 
Fluent  could  get  trampled  by  the 
larger  companies.  Hi 
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COMPUTERS/COMMUNICATIONS 


Another  day, 
another  chip 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


The  battle  is  over  and  the  imitators 
have  won;  now  a  new  battle  begins. 

After  lengthy  efforts  by  its  engi- 
neers, its  sales  force  and  its  attorneys, 
Advanced  Micro  Devices  not  only 
has  won  the  right  to  sell  micro- 
processors that  work  like  the  popular 
386  made  by  its  rival  Intel,  and  even 
to  use  the  386  name  for  its  parts,  but 
also  is  making  and  selling  more  of  the 
microprocessors  than  Intel.  AMD  is 
expected  to  turn  out  as  many  as  10 
million  386  processors  this  year, 
compared  with  about  8  million  from 
Intel.  Cyrix  and  its  partner  Texas 
Instruments  also  have  joined  the  fray 
and  together  may  produce  another 
200,000  microprocessors  by  the  end 
of  the  year. 

The  benefits  of  victory  will  be 
brief,  however,  for  the  386  soon  will 
decline  in  price  and  volume.  Mean- 
while, Intel  already  has  charged  up 
the  next  hill  and  the  hill  beyond  it. 
Through  advertising,  price  reduc- 
tions and  technical  improvements, 
Intel  has  managed  to  turn  much  of 
the  attention  of  computer  makers 
and  buyers  away  from  the  386  mi- 
croprocessor to  the  486,  which — at 
least  at  the  moment — only  Intel  sup- 
plies. AMD  has  announced  that  it  has 
a  486  ready  for  production.  So  be  it; 
just  three  years  after  the  first  486- 
based  systems  came  to  market,  Intel 
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is  promoting  the  586.  The  586,  offi- 
cially called  the  Pentium  because 
that  name  could  be  trademarked  and 
the  586  name  couldn't,  will  proba- 
bly become  the  world's  most  impor- 
tant microprocessor,  although  its 
name  is  as  meaningless  as  Advil, 
Exxon  or  Lexus. 

I  don't  want  to  overstate  the  move- 
ment away  from  the  386.  The  circuit 
continues  to  sell  briskly  to  second -tier 
and  third-tier  companies  that  make 
inexpensive  personal  computers  or 
can't  get  enough  486  processors  from 
Intel.  Leading  manufacturers,  how- 
ever, have  all  but  stopped  designing 
new  PCs  based  on  the  386. 

Until  AMD,  Cyrix  and  Texas  Instru- 
ments can  get  full-fledged  486  knock- 
offs  into  volume  production,  Intel 
will  own  the  most  profitable,  high- 
volume  part  of  the  market.  Even  be- 
fore they  arrive,  Intel  has  filled  most 
of  the  gaps  in  price  and  performance 
that  its  competitors  were  able  to  ex- 
ploit in  the  past.  When  it  arrives  early 
next  year,  Pentium  will  raise  the  per- 
formance bar  even  higher. 

Little  of  the  PC  market,  of  course, 
will  depend  on  the  Pentium  for  quite 
some  time.  Intel,  however,  has  pro- 
tected itself  well  at  lower  performance 
levels.  In  order  to  help  its  customers 
compete,  Intel  has  created  a  broad 
array  of  microprocessors.  It  has  two 
dozen  models  of  the  486,  for  exam- 
ple. The  breadth  of  Intel's  line  makes 
it  difficult  for  competitors  to  find 
an  opening. 

In  addition,  because  many  desktop 
computer  makers  do  little  more  than 
assemble  parts,  Intel  is  able  to  set  the 
product  and  pricing  agenda  for  much 
of  the  PC  industry.  At  a  number  of 
computer  companies,  product  plan- 
ning consists  of  negotiating  the  high- 
est possible  rank  on  Intel's  allocation 
schedule  and  then  following  Intel's 
roadmap  of  chip  development. 

When  component  supplies  are 
tight,  as  they  are  now  for  some  high- 


performance  486s,  those  without  pri 
ority  access  to  Intel  must  turn  to  i 
competitors.  Those  suppliers,  in  turn, 
use  Intel  as  the  benchmark  for  price 
and  performance. 

Intel's  reputation,  backed  up  by  a 
substantial  advertising  budget,  also 
carries  considerable  marketing  weight 
With  many  system  companies.  Just 
how  much  the  Intel  name  is  worth  to 
a  computer  buyer  is  open  to  debate, 
but  even  if  it  is  only  1%  to  2%  of  the 
system  price,  as  some  believe,  that  is  a 
large  fraction  of  the  gross  profit  being 
earned  on  the  microprocessor  chip. 
For  whatever  reason,  computer  ven- 
dors that  use  alternative  microproces- 
sors seldom  advertise  the  fact. 

What  might  stop  the  Pentium  from 
dominating  the  world  of  desktop 
computing  as  its  predecessors  have? 
The  demand  for  less  powerful  parts, 
such  as  the  486,  will  continue,  and 
other  companies  will  devise  ways  to 
meet  it.  IBM,  for  example,  makes  its 
own  486  processors,  and  is  allowed  to 
sell  them  on  circuit  boards. 

Such  technologies  as  reduced  in- 
struction set  computing,  or  RISC,  pro- 
vide other  routes  to  Pentium  levels  of 
power.  Two  families  of  RISC  proces- 
sors, the  mips  R4000  from  Silicon 
Graphics  and  the  Alpha  chip  from 
Digital  Equipment  Corp.,  have  re- 
ceived the  blessing  of  Microsoft, 
which  is  creating  a  new  operating 
system  for  them,  Windows  NT.  In 
addition,  IBM  and  Motorola  have  cre- 
ated a  new  microprocessor,  the 
PowerPC,  that  is  expected  to  form  the 
basis  of  improved  Macintosh  comput- 
ers from  Apple. 

I  don't  have  any  doubt  that  Intel 
microprocessors  in  general  and  the 
Pentium  in  particular  are  likely  to  face 
competitors  more  numerous  and  bet- 
ter prepared  than  those  faced  by  earli- 
er generations  of  Intel  chips.  The 
problem  facing  Intel's  once  and  fu- 
ture competitors,  however,  is  that 
Intel  at  the  moment  is  also  better 
positioned  than  ever,  in  terms  of  both 
its  product  lineup  and  its  ability  to 
influence  the  course  of  history  in  per 
sonal  computers.  All  this  goes  a  long 
way  to  explaining  why  Intel's  rid 
profit  margin  in  1992  is  likely  to  be 
comfortably  higher  than  the  15%  or 
so  expected  of  AMD,  and  is  going  to  ba 
earned  on  revenue  more  than  thrci 
times  amd's  $1.5  billion. 
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)dbye  ol'  mainframe  computer! 
ustry  leaders  have  already  decided  to  go  to  faster/smaller/ 
;  expensive  computers  based  on  open  system  standards. 
1  Data  General  is  leading  the  way!  Our  AViiON  Systems 
i  give  you  117  MIPS  of  mainframe  power  that  fits 
pizza  box  for  a  downsized  starting  price  of  under  $75,000. 
ind  unbelievable?  Try  this-our  newest  AViiON  can  give 
1 235  MIPS  with  an  8-way  processor  for  a  starting  price 
ler  $200,000.  Here  is  what  AViiON 
i  mean  to  your  business: 

licreased  savings  because  AViiON  costs  millions  less 
iian  traditional  mainframes- 
ilus  you  save  on  maintenance,  software, 
lower,  and  much  more! 
icreased  productivity  because  AViiON 
Hows  your  different  computers  to  work 
jgether  as  a  corporate  resource, 
iicreased  information  storage  capacity 
nd  security  thanks  to  the  availability  of 
ViiON's  fault  tolerant  disk  array. 
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SCIENCE  a  TECHNOLOGY 


Dollar  democracy 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Galileo's  Revenge.- 
Junk  Science  in  the  Courtroom  (Basic  Books). 


Bill  Clinton  endured  a  year  of  me- 
dia insults  and  rubber-chicken  hell  for 
his  43%  of  the  popular  vote.  Ross 
Perot's  19%  was  won  in  a  matter  of 
weeks,  in  the  comfort  of  the  television 
studio,  for  a  mere  S60  million.  In  the 
age  of  two-way  television,  800  num- 
bers and  electronic  bulletin  boards, 
money  talks. 

What  might  S600  million  have 
bought  for  a  stay-the-course  candi- 
date? Like  it  or  not,  someday  we're 
going  to  find  out.  Democracy,  tech- 
nology and  money  are  converging, 
and  only  political  Luddites  and  mass- 
media  moguls  wedded  to  yesterday's 
arrangements  will  waste  their  time 
dying  to  keep  them  apart. 

Start  from  the  money  end  of  things. 
As  the  New  York  Times  editorials 
would  have  it,  money  is  vile  excres- 
cence, nowhere  more  so  than  in  poli- 
tics. But  try  reading  those  antimoney 
editorials  without  first  paying  50 
cents  in  hard  cash,  and  you'll  soon 
discover  that  free  speech  must  be 
bought  and  paid  for,  just  like  sau- 
sages. Some  people  produce  newspa- 
pers, films,  symphonies,  operas  and 
plays;  others  pay  to  enjoy  such  things, 
and  it's  money  that  closes  the  loop. 
Crude  as  it  sounds,  spending  money  is 
an  integral  part  of  free  expression. 
Why  is  it  shocking  that  money  talks 
loudly  in  elections  as  well? 

No,  we  shouldn't  be  allowed  to  buy 
our  politician's  vote,  but  we  should  be 
allowed  to  buy  his  voice.  Some  people 
buy  that  voice  by  stuffing  envelopes, 
others  by  baking  fund-raising  cakes, 
others  by  contributing  their  time  as 
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they  canvas  door-to-door.  Still  others 
buy  political  expression  the  old-fash- 
ioned way — by  writing  a  check.  One- 
man,  one-vote  vindicates  democracy, 
but  free  speech  means  that  one  man 
can  subsidize,  amplify  or  subscribe  to 
as  many  voices  as  he  likes. 

The  role  of  money  in  politics  hasn't 
really  changed  in  recent  years;  what 
has  changed  is  how  it's  spent.  In  the 
days  when  Joe  Kennedy  spent  a  for- 
tune pursuing  the  presidency  for  his 
son,  money  typically  changed  hands 
in  suitcases,  or  was  spent  in  drawing 
rooms  cultivating  the  Washington 
elite.  The  mass  media  were  concen- 
trated in  a  few  hands,  so  that  a  tiny 
club  of  key  people  had  vast  influence. 
Wooing  such  people  wasn't  cheap. 
The  money  was  just  spent  quietly. 

Today  the  channels  of  mass  com- 
munication are  bursting  wide  open. 
Newspapers,  though  more  monopo- 
listic than  ever,  are  fading  in  their 
influence.  The  old,  comfortable  oli- 
gopoly of  three  national  networks  is 
giving  way  to  satellites,  cable  net- 
works and  limitless  amounts  of  capac- 
ity on  the  airwaves  and  the  telephone 
network.  Door-to-door  canvasing  is 
being  superseded  by  telemarketing, 
and  if  you  want  to  contribute  $5  to 
some  cause,  forget  the  drafty  meeting 
hall  and  the  plastic  bucket,  just  reach 
for  your  cordless  phone  and  punch  in 
a  900  number. 

The  conversion  between  cash  and 
communication  is  direct  now,  and  out 
in  the  open.  The  candidate  who  buys 
half  an  hour  in  prime  time  doesn't 
have  to  pretend  that  he's  just  enter- 
taining an  old  buddy  who  happens  to 
own  a  newspaper.  The  money  is  spent 
as  it  should  be,  reaching  the  voter, 
rather  than  cozying  up  to  the  minions 
of  the  media.  It  no  longer  must  pass 
through  the  hands  of  middlemen. 

Small  wonder  that  the  objects  of  the 
old-style  cozying  are  feeling  a  sharp 
chill.  By  way  of  the  electronic  media,  a 
man  like  Perot  can  sweep  the  old 
mediators  aside.  Like  Sam  Walton, 
today's  politician  can  move  his  goods 
straight  from  the  factory  to  the  con 
sumcr,  with  a  minimum  of  spoilage 
and  pilferage  in  between — no  small 


advantage  to  people  whose  intellectu 
goods  have  until  now  been  pawed  ov< 
by  people  like  Sam  Donaldson. 

In  the  age  of  superefficient  com 
munication,  mass-media  talking ' 
heads,  like  middle-level  managers  at 
GM,  disappear,  or  see  their  influence 
sharply  curtailed.  Direct  connections 
are  established  between  producer  and 
consumer,  just  as  they  now  increas- 
ingly are  between  would-be  gover- 
nors and  those  they  propose  to  gov- 
ern. Efficient  communication  levels! 
out  hierarchies.  Political  campaigns, 
like  megacorporations,  are  being  flat- 
tened by  fiber  optics. 

The  notion  that  it  is  somehow! 
progressive  to  strip  private  money: 
out  of  political  communication  is  as  I 
ridiculous  as  it  is  unconstitutional. 
Sure,  we  recoil  at  the  thought  that  a 
politician  might  be  bribed  directly. 
But  the  one  thing  that  can — andl 
should — be  bought  in  politics  is  ex- 
pression itself.  We'd  be  appalled  if 
some  politician  tried  placing  a  spe- 
rial  tax  on  the  ink  used  by  the  New  • 
York  Times,  or  tried  to  limit  the 
Touchme-Feelyou  Party's  spending  j 
on  soap  boxes  or  handbills.  If  the  1 
owners  of  the  Times,  who  happen  to 
own  a  very  influential  printing  press, 
have  a  right  to  back  the  presidential 
candidate  of  their  choice,  so  does 
Ross  Perot. 

And  if  Perot  has  a  right  to  buy 
electronic  variants  on  the  soap  box 
and  handbill  in  any  quantity  he  likes, 
then  I  must  remain  free  to  buy  the 
same  for  my  favorite  candidate,  even  if 
he  doesn't  happen  to  be  me.  It's  the 
only  real  defense  I'll  ever  have  against 
people  who  happen  to  own  a  printing 
press  or  a  spare  $1  billion  in  GM  stock. 
The  antidote  to  money  in  politics  is 
more  money,  given  freely  and  in  the 
open,  in  support  of  honest  political 
conviction. 

As  I've  argued  on  this  page  before, 
money  is  just  a  system  of  communica- 
tion, and  it  is  now  rapidly  being  over- 
taken by  more  advanced  networks. 
Democracy  is  a  form  of  communica- 
tion too,  and,  after  prayer  and  pillow 
talk,  the  most  important  communica- 
tion we  have.   "Free"   speech,  the 
money  needed  to  pay  for  it  and  tie 
mocracy  itself  can  never  be  separated 
It  will  be  interesting  to  see  how  much 
time  Bill  Clinton  and  the  new  (on 
gress  waste  in  trying.  ■! 
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The  new  AT&T  VideoPhone  is 

simply  the  closest  thing  to  actually 

being  there.  There  is  no  special 

wiring  or  extra  calling  fees. 


Everything  you  need  to  make  it 
work  is  included,  except  kids.  The 
AT&T  VideoPhone.  You'll  never  look 
at  phone  calls  the  same  way  again. 


Call  1 800  437-9504  for  the  location  of your 
nearest  AT<£T  Phone  Center  or  other  fine  retailer. 


AT&T 
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For  a  combination  of  sexiness,  nature  and  creature 
comforts,  you  can't  beat  the  Ventana  Inn 
on  California's  legendary  Big  Sur  coast. 

A  twosome 
kind  of  place 


By  Dana  Wechsler  Linden 
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Rooms  come  with  terraces  and  hot  tubs 

Besides  the  complimentary  shampoo  and  conditioner,  massage  oil. 


To  GET  TO  California's  Ventana  Inn, 
you  head  south  from  Carmel,  along 
California  Highway  1,  one  of  the 
most  beautiful  drives  in  the  world, 
winding  and  plunging  against  a  back- 
drop of  the  Santa  Lucia  mountains. 
The  redwood -forested  mountains, 
deserted  except  for  grazing  cattle, 
slope  steeply  into  the  Pacific  Ocean, 
creating  the  austere,  rugged  beauty  of 
the  Big  Sur  coast. 

Twenty-eight  miles  from  Carmel  is 
the  turnoff  for  Ventana,  a  steep 
climb  up  from  Highway  1.  Ventana 
is  Spanish  for  window,  and  that's 
what  Ventana  Inn  offers:  a  breath- 
taking   window    onto    the    Pacific 

230 


Ocean,  1,200  feet  below.  The  only 
other  resort  on  this  stretch  of  coast 
is  the  nearby,  new  Post  Ranch  Inn. 
Wealthy  folks  like  Big  Sur.  Ted 
Turner,  David  Packard  and  Victor 
Palmieri  own  some  of  the  few 
houses  allowed  to  be  built  there. 

There  isn't  much  to  do  in  Big  Sur 
besides  contemplating  nature  and 
finding  out  whether  one  really  en- 
joys spending  time  alone  with  one's 
partner.  Big  Sur  has  long  attracted 
writers,  artists,  hippies,  New  Agers 
and  dreamers,  including  the  eccen- 
tric Henry  Miller,  whose  old  home 
is  not  far  from  Ventana.  The  Ksalcn 
Institute  is  a  short  drive  down  the 


coast  for  the  study  of  such  profoun 
topics  as  Advanced  Zero  Balancing: 
The  Alchemy  of  Touch  and  Con 
scious    Loving:    A    Body-Centere 
Approach  to  Relationship  Transfer 
mation.  Visitors  are  welcome  every; 
night  from  1  a.m.  to  3:30  a.m.  to 
join  in  the  tradition  of  bathing  nude 
in  Esalen's  natural  hot  springs. 

Ventana  (800-628-6500)  is  a 
hushed  enclave  of  weathered  cedar 
buildings.  The  first  thing  that  strikes  a 
visitor  is  that  this  is  a  twosome  kind  of] 
place .  People  come  in  pairs  and  tend  to 
stay  that  way,  rarely  mixing  with  oth- 
ers. The  couples  who  come  here  like  it 
that  way;  they're  not  the  bored-with- 
each-other  couples  one  so  often  sees  at[ 
other  resorts.  Whether  in  their  30s  or 
their  60s,  the  couples  seem  preoccu- 
pied with  each  other.  "At  Ventana," 
boasts  hotel  manager  Thomas  Randall 
Smith,  "it's  impossible  to  tell  who' 
been  married  40  minutes  and  who' 
been  married  40  years." 

What's  missing  from  this  picture? 
Children.  By  California  law,  Smith 
says,  the  Ventana  Inn  cannot  forbid 
children,  but  the  law  does  not  yet 
force  it  to  welcome  them.  Ventana's 
brochures  suggest  in  bold  type  that 
while  kids  are  nice  they  are  nicer 
somewhere  else. 

When  you  check  in  at  reception,  a! 
pleasant,  laid-back  staffer  offers  you  a 
glass  of  Ventana's  house  wine  and 
asks  if  you've  been  a  guest  before; 
over  60%  have.  If  you're  a  newcomer, 
you're  told  about  Ventana's  two  huge- 
swimming  pools,  where  bathing  suits 
are  required,  and  the  Japanese  hot 
baths,  where  they're  optional. 

Then  you're  driven  by  golf  cart  to 
your  room  up  the  hill.  Rooms  range 
from  $  1 70  to  $450  a  night.  For  about 
$350,  you  get  a  spacious  spread  deco- 
rated in  soothing  earth  colors  and 
natural  wood,  with  a  working  fire 
place  near  your  bed  and  a  hot  tub  on  £ 
private  terrace  overlooking  a  lush  for 
est  preserve.  (Every  morning  the  maic 
builds  a  new  fire  in  the  fireplace.) 

In  the  large  bathroom,  which  als< 
has  doors  opening  out  onto  the  ter 
race,  the  usual  complimentary  baske 
of  toiletries  is  supplemented  wit! 
massage  oil,  Ventana's  own  specil 
brew,  capturing  the  aroma  of  the  rid] 
coastal  forest.  Couples  who  wan 
more  than  do-it-yourself  massage 
can  make  appointments  with  one  o 
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View  from  the 
restaurant's 
terrace 

"It's  impossible 
to  tell  who's 
been  married 
40  minutes 
and  who's 
been  married 
40  years." 


Here's  what  $350  a 
night  will  get  you 
A  maid  builds  the 
fire  every  day. 
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/entana's  13  masseurs  and  mas- 
;euses,  many  members  of  the  famous 
nassage  faculty  at  Esalen.  A  shared 
nassage,  45  minutes  for  each  of  you 
n  turn,  costs  $90. 

That's  not  sensuous  enough  for 
you?  In  the  inn's  store,  near  the  sun- 
glasses and  bathing  suits  you'll  find  an 
entire  shelf  of  products  made  by  the 
Kama  Sutra  Co.  The  Weekender  pack 
includes  Oil  of  Love,  Pleasure  Balm 
and  Honey  Dust,  complete  with  a 
handmade  feather  applicator. 

Time  to  eat?  Going  to  the  inn's 
restaurant  for  lunch  or  dinner  is  an 
experience  in  itself.  You  hike  along  a 
narrow  path  in  the  woods  for  about 
half  a  mile  with  only  inconspicuous 
lights  and  an  occasional  bench  to 
remind  you  that  you  are  not  in  the 
wilderness.  On  the  path  guests  some- 
times spot  mountain  lions,  bobcats, 
wild  turkeys  and  countless  deer. 

Viewed  from  the  restaurant's  ter- 
race, the  Pacific  sunsets  are  spectacu- 
lar, the  food  somewhat  less  so.  At 
Ventana,  breakfast  is  the  best  meal,  an 
extravagant  buffet  of  fresh  fruits, 
homemade  granola  and  home-baked 
breads  and  coffee  cakes. 
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What's  there  to  do  aside  from  com- 
muning with  nature  and  with  your 
partner?  Not  much.  Apart  from  mas- 
sage and  swimming,  you  can  read,  hike 
in  the  Santa  Lucia  mountains,  explore 
the  Big  Sur  area  by  car.  For  a  day  trip, 
you  can  visit  the  Hearst  Castle  at  San 
Simeon,  70  miles  south  along  High- 
way 1.  For  the  hard-core  shoppers, 
there  are  Carmel's  expensive  antiques 
stores  and  clothing  boutiques. 

Every  afternoon  at  4  there's  wine 
and  cheese  in  the  reception  building. 
But,  as  we  said,  don't  come  here  to 
make  new  friends:  At  Ventana,  hardly 


anybody  talks  to  strangers.  It's  not 
that  they're  unfriendly;  it's  just  that 
this  is  not  a  socializing  kind  of  place.  If 
you  don't  like  the  person  you  came 
with,  better  try  someplace  else. 

Across  Highway  1,  the  restaurant 
of  the  Post  Ranch  Inn  (800-527- 
2200  or  408-667-2200)  offers  some- 
what superior  dining;  its  rooms, 
modern  in  style,  are  equally  spectacu- 
lar but  quite  different  from  those  at 
Ventana.  Some  rooms  have  glass 
walls  with  an  unobstructed  view  of 
the  Pacific.  They  run  from  $245  to 
$450  a  night.  H 
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PERSONAL  AFFAIRS 


A  scientific  toy  when  it  was  invented  in  the  early  1800s, 
the  kaleidoscope  continues  to  exert  its  charms. 

"A  rather  strange 
object" 


By  Manjeet  Kripalani 


An  1820  Brewster  scope  (right)  and  an  1873  Bush 
Pioneers  at  putting  light  in  a  box. 


In  1 8 1 6  a  Scottish  physicist  named  Sir 
David  Brewster  was  experimenting 
with  the  polarization  of  light.  Brew- 
ster discovered  that  if  he  placed  a  cell 
of  colored  glass  objects  at  the  end  of  a 
cylinder  with  mirrors  enclosed,  the 
moving  glass  bits,  when  seen 
against  the  light,  created  de- 
lightful geometric  patterns 
Thus  the  kaleidoscope 
was  born. 

Within  three  months 
of  its  being  patented, 
some    200,000    pirated 
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versions  of  Brewster's  gadget  were 
found  in  smart  drawing  rooms  all  over 
London  and  Paris. 

For  a  handful  of  collectors,  old 
kaleidoscopes  have  never  lost  their 
magic.  And  in  recent  years  a  new 
generation  of  contemporary 
kaleidoscope  makers  has 
risen;  their  works,  too, 
are  eagerly  sought 
by  collectors. 

Even  in  today's 
weak  art  market, 
prices  of  kaleido- 


scopes old  and  new  have  remained 
firm.  In  1987,  for  example,  Sotheby' 
in  London  put  up  for  auction  a  I6V2A 
inch-tall  brass  and  ivory  kaleidoscope,! 
made  circa  1830  by  W.  Leigh  New- 
ton. Engraved  on  the  brass  support-  ')'*  ' 
ing  column  was  this  corny  poem: 

"Who  could   from   thy  outward  talon' 
case, /Half  thy  hidden  beauties  ^e'J 
trace?  /  Who,  from  such  ex-  *r 
terior    show  /  Guess    the  &m* 
gems         within         that  ^all0: 
glow.  /  Emblem  of  the  ltfl 
mind    divine,  /  Cased  ^ 
within       its       mortal  ^a: 
shrine."  f- 

The  scope  was  valued  P" 
at    $4,000    to    $5,600 
but  was  hammered  down 
at  $3 1,000— then  a  rec- 
ord high.  ]     - 
In  1990  Erik  Van  Cort,  one  *10! '  j 
of  America's  finest  contemporary  ka-  ®- 
leidoscope  makers,  and  himself  a  col-  JT* 
lector,  heard  that  the  owner  of  the  f. 
Newton  scope  wanted  to  sell.  He 
offered  $55,000.  No  sale.  The  owner 
held  firm  at  $75,000. 

Van   Cort  already  owns  what  is 
probably  the  second  most  valuable  f 
scope  in  the  world.  In  1984  he  spent 
$12,000  to  buy  a  brass-cased  poly- 
angular  scope  made  by 
R.B.  Bate  in  1820 
under        license 
from       Brew- 
ster. Today  it 
would  sell  for 
$35,000,  says 
Van  Cort. 

It's         more 
than     age     that 
makes  some  scopes 
special    to    collectors. 
Brewster  licensed  only  a  few  London 
opticians  to  make  kaleidoscopes  ac- 
cording to  his  patents;  approved  mak- 
ers included  John  Dollond  and  Philip 
Carpenter.    Few  licensed   Brewsters 
have  survived,  making  existing  ones 
highly  desirable. 

Also  coveted  are  kaleidoscopes  pat- 
ented by  Charles  G.  Bush,  an  Ameri- 
can photographer  who  made  scopes  j 
in  the  1870s.  He  innovated  the  liq 
uid  filled  object  case. 

Collectors  of  antique  scopes  have 
the  best  luck  at  major  auction  houses 
and  dealers  like  Trevor  Philips  in  I  .on 
don  and  Allen  Weiner  in  New  York 
"It's  a  rarefied  market,"  s.tvs  Sot  he 
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Kaleidoscope  images  by  Adam  Peiperl  (top),  Luc  and  Sally  Duretle  (middle  and  bottom) 
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Like  The  Rarest  Wines,  These  Cigars 
Do  Not  Come  Along  Every  Year. 
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f  you  have  searched  for  finer  and  finer 
Jimium  cigars  through  the  years,  you  are 

Jtivardr  t  alone. 

Hie  same  quest  has  been  known  to  take 
n  across  oceans  as  well  as  continents  and 
s  moved  certain  connoisseurs  to  purchase 
intations  all  their  own. 
t  has  also  consumed  the  passions  of  the  men 

CasediMacanudo  for  more  than  a  century. 

nortaljtn  an  age  of  machines,  the  men  of  Macanudo 
tve  gone  on  making  their  cigars  step  by  step  by 

ay  ind,  always  with  the  finest  tobaccos,  always 

5,60(1  the  pursuit  of  perfection. 

Without  question,  their  crowning  achievements 
e  Macanudo  Vintage  Cabinet  Selection  cigars. 
Vintage  years  are  as  rare  for  fine  cigars  as  they 
e  for  fine  wines,  for  only  the  richest  of  harvests 
in  yield  some  tobacco  leaves  whose  qualities 
irpass  the  grades  that  we  demand  for  other 
acanudo  cigars. 

Our  long,  fine  filler  leaves  are  grown  in  the 
aribbean.  Our  dark,  supple  binder  leaves  are 
own  on  the  rich  San  Andres  tobacco  farms  of 
[exico.  Our  distinctive,  costly  wrapper  leaves  are 
rown  in  the  fertile  Connecticut  Valley.  Yet  even  in 
vintage  year,  no  more  than  several  bales  of 
aves  are  worthy  of  a  Macanudo  Vintage 
abinet  Selection. 


rEGO"< 


ifflvn 
j  red 


,one 


To  enhance  the  inherent  superiority 
of  our  vintage  leaves,  our  master  cigar- 
makers  age  them  even  more  gradually 
than  they  age  our  other  tobaccos. 
The  leaves  are  aged  for  two  years  while 
still  in  their  bales.  As  they  are  carefully 
blended,  the  leaves  are  aged  again.  And  after 
the  leaves  are  finally  bound,  then  wrapped,  and 
appear  to  be  finished  cigars,  they  are  aged  once 
more,  this  time  in  a  room  of  Spanish  cedar.  Then, 
only  after  long  weeks  of  undisturbed  slumber,  the 
tobaccos  are  truly  married,  truly  one. 

A  limited  edition  by  nature,  each  Macanudo 
Vintage  Cabinet  Selection  in  its  hand-crafted 
cedar  cabinet  is  more  than  three  years  in  the 
making.  And  if,  from  time  to  time,  the  cigars  are 
not  as  readily  available  as  you  would  like,  their 
extraordinary  taste  and  aroma  will  soon  reward 
your  patience. 

For  the  location  of  the  tobacco  shop  nearest 
you  where  you  can  purchase  Macanudo  Vintage 
Cabinet  Selection  cigars,  simply  call  1-800-955-5996. 

At  long  last,  your  search  for  the  rarest  of  cigars 
will  have  come  to  an  end. 

Macanudo®  Vintage 
Cabinet  Selection 
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by's  director  Jon  Baddeley.  "We  sell 
maybe  two  or  three  a  year.  People 
think  it's  a  rather  strange  object." 

The  market  for  contemporary  ka- 
leidoscopes has  been  very  strong  dur- 
ing the  last  decade,  especially  in  the 
U.S.  Contemporary  artists  like  Van 
Cort,  Stephen  Auger  and  Bill  O'Con- 
nor are  known  for  traditional  scopes: 
brass  and  wood  cases  with 
classic,  colorful  geo- 
metric patterns. 
Others  like  John 
Culver  and  Amy 
Hnatko  create 
elaborate  scope 
cases  in  materials 
like  glass,  sea- 
shells,  alabaster 
and  even  emu  eggs. 
Object  cases  are  usually 
filled  with  little  bits  of 
colored  glass  or  plastic  and, 
sometimes,  antique  watch  parts,  lace 
or  even  dried  flowers. 

Contemporary  kaleidoscopes  are 
generally  available  through  boutiques 
that  have  sprung  up  over  the  last 
decade  on  both  coasts.  Light  Opera 
Gallery  in  San  Francisco,  owned  by 
Eric  Sinizer,  is  one  of  the  leading 
dealers.  Other  well-known  dealers  in- 
clude After  the  Rain,  in  Manhattan, 
and  Stardust,  in  McLean,  Va.  They 
sell  manual  and  electronic  scopes,  at 
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Contemporary 
kaleidoscopes 
Images  more 
dazzling  than 
Brewster  saw 


Cozy  Baker  and  some  of  her  1,000  scopes 
Old  ones  for  history,  new  ones  for  fun. 


prices     ranging     from      $1.50     to 
$15,000. 

What's  the  scopes'  main  attraction? 
New  York  kaleidoscope  collector  Dan 
Caligor,  a  marketing  executive  with 
an  international  telecommunications 
company,  says  he  finds  looking 
through  his  scopes  extremely  relax- 
ing, especially  after  dealing 
with  an  irate  client  on 
the  telephone.  Look 
ing  through  the 
scopes,  he  says,  is 
something  like 

chanting  a  mantra. 

Several    celebrity 

Kaleidoscope  images  by  Adam  Peiperl  (lop). 
Luc  and  Sally  Durette  (middle  and  bottom) 


performers  are  also  drawi 
to  kaleidoscopes.  Singe 
Billy  Joel  has  bought  on^ 
So  have  actors  Tom  Hani 
and  Meryl  Streep.  xAjic 
dealers  say  Demi  MooH 
gave  Bruce  Willis  one  as 
wedding  gift. 

One  avid  collector  is 
Gregory  Lunt,  a  securities 
lawyer  for  the  Rockefeller! 
family  office  in  New  YorlJ 
Lunt  has  been  collecting 
since  1983  and  has  about  8( 
kaleidoscopes,  both  old  anc 
new.  Among  his  favorite- 
contemporaries  are  futuris] 
tic  scopes  made  by  artisans  like  Petei 
Stephen.  Exploding  light  pattern^ 
against  a  dark  background  provide 
up-close  Fourth  of  July  fireworks  vis] 
ual  experience.  Typical  price:  $1,000. 
The  world's  leading  collector  ol 
kaleidoscopes  is  Cozy  Baker,  oj 
Bethesda,  Md.  Her  collection  of  near-j 
ly  1,000  pieces  ranges  from  kaleido-! 
scopes  with  traditional  telescope  exte- 
riors to  whimsical  ones  in  the  shapes 
of  castles,  trains,  fountains,  even  the 
Chrysler  Building.  Baker  owns  the 
world's  largest  kaleidoscope — mea- 
suring 6  feet  by  12  feet  and  weighing 
500  pounds,  it  was  built  by  Al  Brickel] 
in  1973.  She  also  owns  the  world's! 
smallest  scope;  one  on  a  ring;  anc 
perhaps  the  only  kaleidoscope  run  b) 
a  projector  and  set  to  music. 

In    her    sprawling    home,    Baker 
proudly  displays  her  fine  1817  Brew- 
ster on   a  small   tripod.    Bought   inj 
Connecticut  six  years  ago  at  a  steal  fori 
$8,000,  it  has  tripled  in  value.  She! 
confides:   "I   never  pay  more  than 
$10,000  for  any  kaleidoscope."  But) 
Baker  says  she  now  prefers  collect 
ing  contemporary  scopes. 
"I've   stopped   collecting   old  I 
ones,"    she    says.    "They're 
hard  to  find,  they're  not  as 
much  fun  to  look  at,  aiul, 
really  they  just  have  histori 
cal  significance." 
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FORTHOSEHUNGRYTO  SUCCEED, 
DINNERISNOWBEINGSERVED. 

Now  all  across  theU.S.,you  can  enjoy  our  completely 
redesigned  First  Class. 

With  lighter,  more  contemporary  cuisine,  and  a  host 
of  such  stylish  amenities  as  cappuccino,  new  electronic 
headsets,  and  hot  refresher  towels. 

And,  to  make  your  trip  more  productive,  enjoy  sepa- 
rate check-in,  personal  seat  telephones,  and  priority 
baggage  delivery. 

United's  new  First  Class.  It's  better  for  you,  better  for 
business.  It's  truly  first  class. 

Come  fly  the  airline  that's  uniting  the  world.  Come 
fly  the  friendly  skies.  And  enjoy  the  grilled  prawns 
with  cilantro-papaya  salsa. 

/fflunvTED  AiRLines 


Mujinmu  JinHitui 


MONEY  &  INVESTMENTS 


We  need  a  policy  designed  to  keep  asset  prices,  interest 
rates  and  net  worth  stable.  It  looks  like  we're  going 
to  have  to  wait  another  four  years  to  get  it. 

Hang  on  to 
your  wallets 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an  economist 

and  chairman  of  Rutledge  &  Co.,  a  merchant 

bank  in  Greenwich,  Conn. 


Voters  said  they  wanted  a  change, 
someone  who  would  do  something 
about  the  economy.  Now  they  are 
going  to  get  their  wish.  Kinder  and 
gender  is  out.  Hands-on  government 
is  in.  It  won't  take  long  for  people  to 
figure  out  that  hands-on  government 
means  hands  in  their  pockets. 

Clinton's  increased  tax  rates  and 
massive  spending  plans  on  everything 
from  bullet  trains  to  fiber-optic  super 
highways  are  going  to  turn  the  econo- 
my on  its  head.  The  implications  of 
the  November  election  for  the  federal 
budget  are  obvious.  The  Democratic 
Congress,  bursting  with  pent-up 
spending  plans,  is  going  to  take  Bill 
Clinton's  aggressive  spending  agenda 
and  multiply  it  by  two. 

They  have  a  problem,  however. 
Higher  marginal  tax  rates  on  upper 
income  families  and  capital  are  not 
going  to  generate  the  tax  revenues 
that  Clinton  expects.  They  will  sim- 
ply drive  money  underground,  as 
income  and  capital  are  diverted  into 
tax  shelters  and  into  investments  in 
the  fast-growing  economies  of  Latin 
America  and  Southeast  Asia.  As  a 
result,  the  budget  deficit  is  going  to 
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get  even  larger  in  the  coming  years. 

This  will  leave  the  Clinton  govern- 
ment with  only  two  choices.  It  can 
force  the  tax  increases  down  into  the 
middle -income  meat  of  the  taxpaying 
public,  who  have  no  effective  way  to 
escape  paying  the  bill.  Or  it  can  say 
good-bye  to  Mr.  Greenspan  and  put  a 
full-court  press  on  the  Federal  Re- 
serve to  gun  the  money  supply,  boost 
demand  and  fatten  up  people's  pay- 
checks for  the  tax  man.  The  first 
means  less  growth,  the  second  more 
inflation.  Either  way  we  get  stagfla- 
tion, the  economic  condition  that 
spawned  the  20%  misery  index  in  the 
dark  days  of  Jimmy  Carter. 

The  bond  market  already  knows 
this,  of  course,  which  is  why  the  gov- 
ernment bond  rate  has  climbed  to 
nearly  7.6%.  But  hang  on  folks,  this  is 
just  the  beginning.  Although  recent 
inflation  numbers  are  extremely 
low — the  gdp  deflator  number  for  the 
third  quarter  was  only  1 .7% — the  fun- 
damental change  in  the  direction  of 
policy  that  will  take  place  with  a  Clin- 
ton Administration  means  today's  in- 
flation numbers  are  the  lowest  we  will 
see  for  a  long  time.  Bond  rates  could 
easily  rise  to  8.5%  by  inauguration 
day,  on  their  way  to  9%  and  above 
later  in  the  year.  Not  a  harbinger  of 
the  investment  spending  boom  that 
Clinton  has  promised. 

For  a  lot  of  people  today  I  realize  a 
little  inflation  doesn't  sound  too  bad. 
The  1986  Tax  Act,  the  Resolution 
Trust  Corp.  and  a  misguided  Federal 
Reserve  policy  have  systematically  de- 
flated real  asset  values  and  created  a 
state  of  legalized  euthanasia  for  real 
estate.  This  has  had  a  disastrous  effect 
on  household  net  worth  and  caused 
the  credit  crunch  that  drove  the  U.S. 


economy  into  recession  for  the  pasi 
two  years.  So  a  little  inflation,  in  the 
early  stages,  would  make  the  econo- 
my look  better  by  creating  a  market 
for  some  of  the  massive  real  estate 
holdings  now  looking  for  the  exit.  But 
within  a  year  or  two  the  temporary 
beneficial  effects  of  a  little  inflation 
will  give  way  to  high  interest  rates  and 
an  ailing  stock  market. 

The  key  driver  of  long-term  inter- 
est rates  is  not  the  budget  deficit.  It  is 
the  decision  the  public  makes  aboul 
how  to  hold  its  wealth.  The  reason  the 
bond  market  is  so  allergic  to  inflation 
is  that  inflation  turns  ordinarily  mild- 
mannered  houses,  shopping  centers 
and  office  buildings  into  investment 
superheroes.  Inflation  is  the  most  visi- 
ble and  highly  volatile  component  of 
the  yield,  or  rate  of  return,  on  the 
public's  $8.4  trillion  holdings  of  land 
and  property  investments.  A  10%  in- 
crease in  the  inflation  rate — back  to' 
the  level  of  the  Carter  years — is  essen-' 
tially  equivalent  to  a  10%  tax  credit 
paid  to  the  owners  of  all  existing  real 
property.  It  was  this  subsidy  that 
forced  people  to  cash  in  their  bank 
accounts,  their  insurance  policies,  and 
to  sell  their  stocks  and  bonds  in  the 
1970s  in  order  to  load  up  on  more 
empty  buildings,  laying  the  stage  for 
the  s&L  blowout  in  the  1980s. 

Falling  inflation  and  reduced  tax 
rates  in  the  1980s  stripped  real  estate 
of  these  high  returns,  forcing  people 
to  backtrack  and  substitute  securities 
for  real  assets  in  their  portfolios.  This 
led  to  the  longest  sustained  stock 
market  boom  of  our  lifetime,  and 
pushed  interest  rates  to  their  lowest 
levels  since  the  1960s.  Altogether, 
Americans  shifted  10%  of  total  assets, 
or  nearly  $5  trillion,  out  of  real  asse 
and  into  security  holdings. 

The  extremely  low  real  asset  hold 
ings  of  the  public  today  are  like  a 
drawn  bowstring.  Clinton's  higher 
tax  rates  and  rising  inflation  could 
lead  to  a  sharp  shift  of  portfolio  be- 
havior again.  If  that  takes  place,  inter- 
est rates  will  rise  very  fast  and  the 
resulting  rising  cost  of  capital  will 
push  stock  prices  much  lower.  The 
American  people  deserve  better.  We 
need  a  policy  designed  to  keep  asset 
prices,  interest  rates  and  net  worth 
stable.  Unfortunately,  it  looks  like  we 
are  going  to  have  to  wait  at  least 
another  four  years  to  get  it.  Hi 
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"My  Broker  Wouldn't 
Drop  The  Annual 
FeeOnMyCMA." 

That's  Why  I  Switched  lb  The  No-Fee 
Fidelity  Ultra  Service  Account 

Today,  many  investors 
are  asking  themselves  why 
they  should  continue  paying 
high  fees  just  to  do  business 
as  usual.  If  you're  already 
paying  higher  commissions 
to  trade  stocks,  why  should 
you  also  pay  extra  for  an 
asset  management  account? 

Now,  you  don't  have  to. 
The  Fidelity  Ultra  Ser- 
vice Account  gives  you  all 
the  tools  for  efficient  finan- 
cial management  -  a  wide 
range  of  investment  choices, 

a  single  consolidated  statement,  checkwriting  and  much  more  -  but  without  an  annual  fee.  So  you  never  pay  for 
services  you  don't  want  or  need.  And  it  only  makes  sense  that  an  account  designed  to  help  you  stay  on  top  of  your 
finances  should  have  complete,  24-hour  account  service. 

vJ2u\  lOCuiy.  Find  out  why  so  many  investors  are  switching  to  the  Fidelity  Ultra  Service  Account  Call  our  finan- 
cial representatives  anytime  for  a  free  fact  kit  to  learn  how  Ultra  Service  can  save  you  money  and  help  you  manage 
your  portfolio  the  way  you  want 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-6262 


Compare  the  Fidelity  Ultra  Service  Account 
With  Other  Leading  Asset  Management  Accounts 

Annual 
Fee 

Consoli- 
dated 
Statement 

Worldwide 

ATM 

Access 

VISA 
GOLD 
Debit 
Card 

Discount 
Commis- 
sions 

Checking 

Brokers 
Available 
Weekends 
&  Evenings 

Minimum 
Invest- 
ment 

Fidelity  Ultra  Service 

$0 

Yes 

Yes 

Yes 

Yes2 

Yes 

Yes 

$5,000 

Merrill  CMA 

$100 

Yes 

Yes 

Yes3 

No 

Yes 

No 

$20000 

ShearsonFMA 

$100 

Yes 

Yes 

No4 

No 

Yes 

No 

$10,000 

Prudential  Command 
Account 

$75 

Yes 

Yes 

Yes3 

No 

Yes 

No 

$15/XX> 

Dean  Witter  *AA 

$80 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

Fidelity 


investments 

Discount  Brokerage 


'CMA  is  a  registered  service  mark  of  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated.  Commissions  are  discounted  up  to  76%  compared  to  those  of  full  cost  brokers. 
Based  on  October  1992  commission  survey.  Minimum  commission  $38.  Additional  charge  for  gold  credit  card.  4American  Express  gold  card  available.  Fidelity  Ultra  Service  is 
a  service  of  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  Street,  Boston,  MA  02110.  Member  NYSE,  SIPC.  CODE:  FORB/USA/120792 
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Consolidator? 
Or  consolidated 

Ovkrthe  past  decade,  Brian  Wruble 
compiled  a  brilliant  investment  rec- 
ord at  the  Equitable  Life  Assurance 
Society.  Last  year  Equitable  Chair- 
man Richard  Jenrette  rewarded  Wru- 
ble by  promoting  him  to  chief  invest- 
ment officer  and  asking  him  to  deal 
with  the  Equitable's  problem  real  es- 
tate loans. 

This  spring,  however,  Wruble  quit 
the  Equitable  to  head  up  Philadel- 
phia-based Delaware  Management,  a 
$23  billion  (assets)  money  manage- 
ment firm.  Why?  For  one  thing,  Cas- 
tle Harlan  Inc.,  which  bought  Dela- 
ware Management  in  a  1988  lever- 
aged buyout,  offered  Wruble  a  piece 
of  the  action.  For  another,  Wruble 
sees  a  big  challenge  in  Delaware's  $8 
billion  in  mutual  fund  assets  under 
management. 

Wruble  wants  to  build  the  funds 
big  enough  to  survive  the  consolida- 
tion he  sees  coming  to  the  industry. 
"The  mutual  funds  business  has  nice 
wind  at  its  back  because  of  demo- 
graphics and  savings  patterns,"  says 
Wruble.  "But  the  players  are  going  to 
change."  He  adds:  "I  plan  to  be  one 
of  the  consolidators,  rather  than  one 
of  the  consolidatees." 

Wruble  believes  the  highly  profit- 
able fund  industry  is  attracting  too 
many  players.  Eventually  competition 
among  the  3,700  funds  will  squeeze 
earnings  as  expenses  outrun  fee  in- 
come. Small  funds  lacking  economies 
of  scale  will  be  hurt  the  most  because 
they  can't  survive  without  continued 
heavy  spending  on  distribution,  re- 
search and  back  office  operations. 

Wruble  isn't  in  a  position  to  buy  up 
litde  funds  just  yet.  Delaware  Man- 
agement is  still  paying  down  its 
buyout  debt.  Nor  will  he  find  it  easy  to 
attract  new  money  to  Delaware's  20 
stock  and  bond  funds:  They  are 
ranked  as  fair  to  mediocre  performers 
by  our  mutual  fund  survey;  most  are 
load  funds. 

Wruble's  big  hopes  seem  to  rest  on 
introducing  new  fund  products  and 
promoting  existing  ones,  as  market 
conditions  change.  For  example,  he 
plans  to  promote  Delaware's  tax-ex- 
empt funds  heavily  next  year,  to  take 
advantage  of  Bill  Clinton's  likely  in- 
come tax  hikes  (see  story,  p.  141). 

-Tatiana  Pouschink 


Clawing  back  taxes 

Two  years  ago  Deborah  Ferolito  had 
a  flash:  She  switched  jobs  to  help  start 
a  business  devoted  to  reclaiming  Eu- 
ropean value-added  taxes  paid  by  for- 
eign business  people  for  hotels,  car 
rentals  and  other  services  when  travel- 
ing in  Europe. 

The  vat,  which  ranges  from  a  3% 
lew  on  a  Luxembourg  hotel  room  to 
a  hefty  25%  charge  for  hiring  an  ac- 
countant in  Sweden,  averages  about 
$250  on  a  four-night  business  trip. 
Companies  can  get  the  vat  refunded, 
but  only  if  they  ask  for  it— a  cumber- 
some exercise  in  red  tape  for  big 
companies  with  thousands  of  small 
claims.  Even  though  the  claims  can 
add  up — $400,000  a  year  for  a  big 
company  like  itt — most  companies 
do  not  demand  their  vat  due. 

To  get  the  money  back,  Ferolito, 
now  39,  and  her  partner,  Barry  Stiefel, 
started  Meridian  Reclaim  Services  in 
1990.  Ferolito  was  working  for  Leh- 
man Brothers  at  the  time;  Stiefel  was  a 
corporate  tax  consultant  working  out 
of  London.  With  about  $5  million  in 
capital  raised  from  friends  and  asso- 
ciates, Ferolito  marketed  New  York 
City-based  Meridian's  service  to  U.S. 
corporations'  tax  and  travel  depart- 
ments. Stiefel  mastered  the  intricacies 
of  each  country's  vat  rebate  rules  and 
procedures. 

Today  Meridian  handles  nearly 
1 ,000  accounts.  It  charges  20%  of  any 
refund  it  gets  for  a  client.  For  a  50% 
commission,  Meridian's  staff  will  pore 
over  old  receipts  to  submit  a  retroac- 
tive claim  that  can  go  back  five  years  in 
some  countries.  Ferolito  says  Meri- 


ABOVE: 

Brian  Wruble  of 
Delaware 
Management 
Why  did  he  step 
out  of  the  spotlight 
at  Equitable? 


RIGHT: 

Bank  of  New  York's 
Joseph  Velli 
His  ADRs  are  a 
door-opener. 


Deborah  Ferolito,  president, 

Meridian  Reclaim  Services 

Reclaiming  taxes  in  Europe  should  save 

her  customers  almost  $200  million. 
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I   dian's  revenues  may  pass  $40  million 

I  next  year — implying  that  Meridian 

I  will  claw  back  nearly  $200  million 

from  various  European  governments. 

Global  capital 

"This  market,"  says  Joseph  Velli,  "is 
still  in  its  infancy."  Velli,  34,  is  gush- 
ing about  the  market  for  American 
Depositary  Receipts.  Priced  in  dollars 
and  traded  as  a  security  on  exchanges 
in  the  U.S.,  an  ADR  represents  a  for- 
eign company's  shares;  the  foreign 
shares  underlying  the  ADR  are  deposit- 
ed in  the  vaults  of  custodians  appoint- 
ed by  the  U.S.  bank  that  sponsors  the 
adr.  The  sponsoring  bank  maintains 
shareholder  lists,  pays  dividends  and 
updates  Securities  &  Exchange  Com- 
mission filings.  The  foreign  company 
pays  the  sponsor  for  these  services. 

Velli's  employer,  Bank  of  New 
York,  sponsors  the  adrs  of  200  com- 
panies in  over  20  countries — more 
than  any  other  U.S.  bank.  (About  325 
sponsored  adrs  now  trade  in  the 
U.S.)  Together  with  fees  earned  from 
brokers  trading  unsponsored  adrs — 
those  issued  without  the  cooperation 
of  the  foreign  company — Velli's  de- 
partment brings  in  about  $40  million 


'[David  Krebs,  publisher,  the  National  Times 
From  Aerosmith  to  the  American  Spectator. 
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a  year.  And  it  opens  doors  for  the 
bank's  other  departments.  After  Tele- 
bras  S.A.  picked  Velli  to  sponsor  its 
adrs  in  October,  it  engaged  the  bank 
for  help  in  issuing  Euronotes. 

Among  Velli's  newer  listings:  Well- 
come Pic.  of  England;  Reliance  In- 
dustries, the  first  Indian  ADR;  and 
Brazil's  Aracruz.  He  plans  to  issue  the 
first  Colombian  ADR  next  year.  On  his 
horizon:  ADRs  from  Turkey,  Eastern 
Europe  and  China.    -Joel  Millman 

Proud  father 

At  52,  rock  group  manager  David 
Krebs  decided  he  was  getting  too  old 
for  rock  'n'  roll.  "The  essence  of 
being  a  rock  manager  is  being  a  doc- 
tor," says  Krebs.  "I  had  just  been  a 
doctor  too  long." 

Krebs,  who  managed  such  hard- 
rocking  acts  as  Aerosmith  and  the 
Scorpions,  is  getting  into  another 
tough  business:  publishing.  He  has 
given  birth  to  a  monthly  news  maga- 
zine called  National  Times,  which 
focuses  on  politics  and  social  issues.  A 
digest,  it  will  carry  provocative  articles 
culled  from  magazines  spanning  the 
political  spectrum — from  the  Ameri- 
can Spectator  and  National  Review  to 
the  Nation  and  Mother  Jones.  The  first 
issue  appeared  in  October. 

Krebs  has  big  ambitions.  The  Times 
does  not  carry  advertising — it  may 
start  next  year— so  circulation  reve- 
nues are  critical.  Krebs  figures  that 
within  a  few  years  the  Times  needs  to 
sell  subscriptions  to  3%  of  the  nation's 
30  million  college  graduates — that's 
1  million  subscribers — to  succeed. 
Undiscounted  subscription  price: 
$36  per  year. 

Will  the  Times  make  it?  To  judge 
from  the  failure  rate  of  new  publica- 
tions, probably  not.  But  Krebs,  who 
worked  in  the  fabled  William  Morris 
Agency  mailroom  alongside  billion- 
aire music  impresario  David  Geffen 
when  both  were  young  men,  made  a 
lot  of  money  from  rock  'n'  roll  and 
seems  willing  to  recycle  much  of  it 
into  publishing.  He  has  already 
pumped  $750,000  of  his  own  money 
into  test-marketing  the  Times  and 
getting  the  first  issue  out.  He  says  his 
portion  of  revenue  streams  from  the 
hit  acts  he  managed  in  the  1970s  and 
1980s  is  available  to  subsidize  his  new 
baby.  -Peter  Newcomb  H 
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Bancomer,  Mexico's 

leading  banking 

organization,  knows 

what  it  takes 

to  reach 

its  most  influential 

customers: 


It  takes 
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Each  fortnight  over  185,000  primary 
subscribers  throughout  Latin  America 
read  VISION  (42,000  in  Mexico  alone). 
And  VISION  advertisers  reach  an 
audience  of  800,000  individuals  of 
measured  business  and  consumer 
influence  (1989  INRA  Audience 
Profile:  the  ninth  readership  study 
in  VISION'S  forty  year  history). 

For  additional  information  on  how  to 
reach  the  elite  in  Latin  America 
please  contact: 

VISION  INC. 

310  Madison  Avenue 

Suite  1412 

New  York,  NY  10017 

Tel.  (212)953-1308 

Fax  (212)  953-1619 
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le  Barra  All-US  equities  index  is 
owing  a  total  return  of  4.4%  so  far  in 
»92.  That's  a  fairly  dramatic  turn- 
ound  considering  that  the  index  has 
en  flat  or  underwater  for  most  of 
year.  In  the  last  four  weeks  the 
irra  All-US  price  index  rose  4.3% 
lile  the  ratio  of  that  price  to  trailing 
irnings  fell  from  26  to  24.  That 
eans,  of  course,  that  corporate  prof- 
s  are  improving. 

Matt  Avery  manages  the  $2.5  bil- 
on  Franklin  Income  Fund,  which 
as  a  total  return  of  about  14%  so  far 
lis  year,  coming  on  top  of  a  41% 
turn  in  1991 .  Avery  favors  a  flexible 
lanagement  style:  One-third  of  his 
ortfolio  is  in  equities,  but  it  also 
bntains  everything  from  junk  bonds 
b  Treasurys.  One  pick  that  Avery 
onsiders  very  safe  is  the  Delta  Air 
jnes  $3.50  preferred.  At  a  recent  55, 
yields  6.3%  and  is  trading  at  a  27% 
remium  over  the  value  of  the  Delta 
ommon  into  which  it  is  convertible. 


Special  focus 


One  way  to  find  out  if  Wall  Street  is  chang- 
ing its  mind  about  the  earnings  prospects  of 
a  firm  is  to  check  the  flash  earnings  estimate 
from  the  Institutional  Brokers  Estimate 
System.  The  flash  estimate  records  only 
those  forecasts  made  in  the  last  six  weeks. 
Below:  stocks  with  big  differences  between 
the  flash  estimate  and  the  overall  estimate. 


Changing  estimates 

Company 

1992  estimate 
flash*  %  chngt 

Snyder  Oil 
Nerco 

$0.55      42% 
0.43      35 

KLA  Instruments 

0.35      17 

Ceridian 

1.10       16 

Intl  Family  Entm 

1.11       16 

Fidelity  Natl  Finl 

2.57       16 

Devon  Energy 

0.75       13 

Newbridge  Netwks 
Biogen 
Anadarko  Pete 

0.86       11 
0.72       10 
0.70       10 

'Last  six  weeks.  tFrom 

consensus  estimate. 

The  overall  market 
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The  Barra  All-US  index  as  of  1 1/12/92: 

Market  value:  $4,172.1  billion 

P/E:  24.4 

P/E  minus  negative  EPS:  17.4 

Price/book:  2.4 

Yield:  2.6% 


12-month  closeup 
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■Barra  index 

■  200  day  moving  average 
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Closeup  on  the  market 


Index  or  investment 

2-week  change 

%  change  from 
1  year  ago          5-year  high 

Barra  All-US  index 

1.2% 
1.7 

■1 

6.8  % 

-0.5% 

S&P/Barra  Growth  index' 

■H 

11.0 
7.9 
5.8 
6.5 
6.2 

0.0 
-2.6 
-5.1 
-0.6 
-0.4 

S&P/Barra  Value  index2 
Dow  Jones  industrials 
S&P  500 

-0.4 
-0.2 
0.5 

■ 

1 

■ 

NYSE 

0.6 

■1 

Nasdaq 

4.7 

IjjHI     14.3 
-0.6 

-16.3 
-6.7 
-6.1 
-4.5 

-10.2 

-1.6 
-7.1 
-30.7 
-26.2 
-33.7 
-24.5 
-50.9 

Amex 

2.1 

■Bi 

EAFE3 

-1.3 

■1 

CRB  index"5 

0.8 

Gold5 

-1.9 

0.5 

-2.4 

t^m 

Yen5(per$U.S.) 
Oil5 

1 

The  best  and  worst  performing  stocks6 


Bast 

Price 

2-week 
change 

1992 
EPS7 

Worst 

Price 

2-week 
change 

1992 
EPS' 

Isis  Pharmaceuticals 

13  y2 

12i/8 

125% 
54 

$-1.52 
-0.43 

Diagnostek 
Matrix  Service 

7 

-58% 

$0.71 

Liposome  Co 

91/4 

-33 
-32 
-31 

0.81 
0.34 
0.99 

Protein  Design  Labs 

11  V4 

45 

-0.17 

Imo  Industries 

6 
18  3/4 
47/8 

Cognex 

nv2 

43 

0.79 

AL  Labs 

Kendall  Square  Research 

ll3/8 

42 

-1.29 

National  Education 

-29 

0.44 

The  best  and  worst  performing  industry  factors 


Best 

2-week 
change 

Since 
12/31/91 

Worst 

2-week 
change 

Since 
12/31/91 

Misc  finance 

7.4% 
5.5 

2.6% 

Precious  metals 

-11.7% 

-16.5% 

Iron  &  steel 

7.9 

Coal  &  uranium 

-9.7 
-8.3 

-4.5 
-2.6 

-32.1 

-4.4 

0.9 

-7.7 

Tobacco 

5.0 

-0.4 

Oilfield  services 
Misc  mining  &  metals 
Oil  refining  &  distribution 

Pharmaceuticals 
Health  care 

4.9 
4.1 

-16.1 
-13.8 

Note:  Data  for  period  ending  11/12/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  an8  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average 
earnings  growth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  J  A  dollar-denominated  capitalization-weighted 
index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  *  Index  of  21  commodity  futures.  5Knight-Ridder  Financial 
Information. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company 
size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Yield  curve 


3  months 


1  2  5 

Maturity  (years) 


30-year  rate  minus  1-year  rate 


600 


500 

Basis  points' 

400 

300 

200  ' 

YJ*\ 

100 

V*           > 

0 

■100 

I 

Yield  versus  inflation 


16% 


Spread  over 

Treasurys 

Total  returns 

Security 

Basis  points ' 

Security 

1  year6 

11.4% 

3  years6 ' 
10.8% 

AA  corporates 

59 

AAA  corporates 

AAA  industrials 

49 

Ginnie  Maes 

8.7 

11.4 

Ginnie  Maes 

121 

583 

-201 

Junk  corporates4 
Municipals' 
Treasury  bonds 

'  15.4 

8.4 

10.4 

15.1 

9.3 

10.2 

Junk  corporates' 
Municipals' 

Note:  Except  where  footnoted,  all  information  provided  by  Barra,  Inc.,  Berkeley,  Calif 
3The  trailing  12-month  increase  in  the  Consumer  Price  Index.  4Source:  First  Boston. ' 


The  decline  in  interest  rates  has  bee; 
bittersweet  for  municipal  bond  inves 
tors  without  call  protection.  Man 
issuers  have  been  refinancing  ol 
bonds  with  lower-cost  debt.  One  bi 
borrower,  the  Port  Authority  of  New' 
York  &  New  Jersey,  has  called  in  no 
less  than  14%  of  its  $4  billion  i 
outstanding  debt  so  far  this  year. 

At  the  same  time,  investors  worrie 
about  coming  tax  increases  (see  cov> 
story)  are  buying  municipals  heavil 
depressing  their  yields.  Salomo 
Brothers  calculates  that  the  averag 
prime-quality  general  obligation  tax 
exempt  due  in  ten  years  is  offerin 
only  80%  of  the  yield  on  a  comparably 
Treasury  bond,  down  from  an  869i 
ratio  earlier  this  year. 

Does  this  make  municipals  a  lesi 
compelling  buy?  Not  for  investo: 
willing  to  assume  a  little  credit  risk 
says  Donald  Carleton,  manager  of  the( 
Scudder   Medium   Term   Tax   Fre 
Fund.  A  few  years  ago  Carleton  com 
mitted  about  10%  of  his  fund's  asset: 
to  ten-year  Massachusetts  general  ob 
ligation  bonds — then  rated  Baa  by 
Moody's  and  yielding  up  to  7.75%. 
These   bonds  have   since   benefited 
from  two  credit  upgrades. 

Carleton  is  looking  at  New  York 
City  general  obligation  bonds  in  the 
8-to- 12-year  maturity  range  rated 
Baal  and  yielding  6.4%.  "The  city  is 
still  struggling,  but  its  credit  quality  is 
improving,"  he  says. 

Investors  looking  for  good  buys  in 
the  taxable  market  should  consider 
medium -grade  electric  companies. 
Utilities  rated  BBB  by  Standard  & 
Poor's  still  yield  a  full  percentage 
point  above  Treasurys.  The  Consum- 
ers Power  7.5s  of  2001,  for  instance, 
sell  at  just  below  par  to  yield  7.6%, 
while  a  nine-year  Treasury  pays  about 
6.6%.  The  utility's  yield  advantage 
narrows,  however,  for  investors  who 
are  subject  to  state  income  taxes.    • 

Bear,  Stearns  chief  economist  Law- 
rence Kudlow  predicts  that  short- 
term  rates  will  jump  by  150  basis 
points  while  long  rates  remain  more 
stable.  "Inflation  and  its  expectations 
are  so  well  under  control,"  he  says, 
"that  even  the  boldest  economic  plan 
will  take  a  long  time  to  affect  prices." 


'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  ''Yield  on  ten-year  Treasurys. 
Source:  Lehman  Brothers.  6Data  through  10/31/92.  'Annualized. 
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SUNDAY  NIGHT, 

A&E  OFFERS  YOU 

A  LITTLE  BIT  OF 

HEAVEN  ON  EARTH. 


Meet  three  heavenly 
Samaritans  who  have 
been  sent  to  earth  to 
save  troubled  souls.  But 
eternal  salvation  doesn't 
come  easy.  Watch  them 
guide,  coax  and  some- 
times lose  control  of 
their  "charges"  in  this 
offbeat,  spirited  comedy. 
Alfred  Molina  stars. 

DECEMBER  6 
AT  8:00  ET/9:00  PT 

MAKING  TV  SPECIAL 

©1992  Art..  &  Entertainment  Network  HEARST/ABC/NBC. 


TNEfUNUS 


EDITED  DV  JASON  ZWEIS 


You  wouldn't  expect  inefficiencies  in  a  $400  billion 
Ginnie  Mae  market,  but  Benham's  Randall  Merk 
has  managed  to  find  a  few. 

Prepayment 
phenomenology 


By  Mary  Beth  G  rover 

Should  you  own  U.S.  Treasury 
bonds  through  a  fund  or  should  you 
buy  direct  and  avoid  the  fund  fees? 
Since  U.S.  Treasurys  are  liquid  and 
homogeneous,  many  investors  are 
better  off  buying  direct.  What's  true 
of  Treasurys,  however,  is  not  neces- 
sarily true  of  another  government- 
guaranteed  fixed-income  investment, 
Government  National  Mortgage  As- 
sociation mortgage  pools.  Ginnie 
Maes  look  interchangeable,  but  they 
aren't,  and  people  who  know  their 
way  around  the  market  stand  to  make 
more  money  than  people  who  don't. 

One  fellow  who  seems  to  know  his 
way  around  is  Randall  Merk,  manager 
of  the  Benham  GNMA  Income  Fund.  A 
combination  of  low  costs,  high  return 
and  low  volatility  put  this  fund  in  first 
place  on  the  Forbes  Best  Buy  ranking 
of  Ginnie  Mae  funds  (Aug.  31). 
Merk's  talent  is  to  capitalize  on  the 
inefficiencies  of  the  mortgage -backed 
market.  Ginnie  Maes  differ,  as  do 
Treasurys,  in  maturity  date  and  inter- 
est coupon.  Unlike  Treasurys,  they 
differ  in  what  part  of  the  country  they 
come  from:  A  pool  of  mortgages  from 
California  does  not  behave  the  same 
as  a  pool  from  Iowa.  Also  vital  to  a 
Ginnie  Mae,  but  scarcely  relevant  to  a 
Treasury,  is  how  many  years  have 
elapsed  since  it  was  issued. 

"I  like  the  sectors  of  the  market 
requiring  research  and  elbow  grease," 
says  the  boyish  Merk,  38,  who  ma- 
jored in  political  science  at  the  Uni- 
versity of  California  at  Davis.  He  cred- 
its his  professional  zeal  for  esoterica  to 
the  years  he  spent  studying  weighty 
tomes  like  Hegel's  Phenomenology  of 
Mind.  "To  understand  even  a  little  bit 
of  Hegel,"  laughs  Merk,  "you  really 
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have  to  work." 

In  that  spirit,  Merk  has  55%  of  his 
fund's  $950  million  in  assets  invested 
in  such  peculiar  pools  as  graduated- 
payment  mortgages  and  GNMA  lis. 

A  graduated-payment  mortgage  is 
just  what  it  sounds  like:  Homeowners 
graduate  to  making  larger  payments 
as  time  passes.  In  the  first  vear,  a  30- 
year,  81/4%,  $100,000  graduated-pay- 


Randall  Merk  of  Benham  GNMA  Income 
Hunting  homeowners  who  stay  put. 


ment  mortgage  requires  monthly 
payments  as  low  as  $565,  versus  $751 
for  a  standard  mortgage.  The  home- 
owner must  make  up  the  difference 
later  on — but  the  early  below- market 
payments  make  graduated  mortgages 
almost  immune  to  refinancing  for  the 
first  three  years.  Says  Merk:  "The 
homeowner  isn't  likely  to  bolt  on 
you."  That  matters  a  lot  to  the  poofs 
return.  If  the  investor  has  paid  a  pre- 
mium for  the  Ginnie  Mae  (say,  $105 
per  $  100  of  principal )  in  order  to  get  a 


s, 


premium   interest   rate,   he   doesnTj 
want  homeowners  refinancing. 

Best  of  all,  graduated  mortgages 
yield  more  than  plain  Ginnie  Maes 
because  they  are  less  liquid.  The  entire 
graduated-payment  market  totals  just 
$4.5  billion.  For  the  most  part,  behe- 
moths like  Franklin  U.S.  Government 
Securities  (assets,  $13.6  billion)  anJ 
Vanguard  Fixed-Income  GNMA  ($6. 7\ 
billion)  have  to  stay  away.  But  Merk's 
smaller  fund  wades  right  in,  typically 
grabbing  an  extra  0.5%  in  yield  ovel 
regular  Ginnie  Maes  without  forgo-j 
ing  the  government  guarantee. 

Merk  also  likes  gnma  lis,  mort- 
gages bundled  from  little  community 
banks  around  the  country,  usually 
into  $50  million  to  $70  million 
blocks,  and  pools  of  securitized  U.SJ 
government  loans  on  mobile  homesj 
and  apartment  buildings.  GNMA  Us  J 
often  composed  of  several  thousan 
mortgages,  provide  geographic  diver 
sity  that  cushions  against  a  rash  o 
prepayments.  Multifamily  construc- 
tion loans,  meanwhile,  usually  cannot 
be  refinanced.  A  typical  mobile  home 
pool  pays  8%;  the  borrowers  are  only 
60%  as  likely  to  prepay  their  mort- 
gages as  are  the  owners  of  single - 
family  detached  homes. 

Merk  does  more  than  just  hunt 
overlooked  securities.  He  continually 
calculates  refinancing  risk,  analyzing 
the  age  of  the  securities  in  the  pool.l 
"Each  Ginnie  Mae  pool  is  like  a  high 
school  class,"  he  says.  "Some  mem- 
bers are  restless,  some  are  not."  He 
believes  that  homeowners  get  most 
restless — and  most  likely  to  refinance 
and  kill  a  high  coupon — in  the  third 
to  seventh  years  of  paying  a  mortgage. 

Merk  also  considers  location.  Pre 
payments  on  Ginnie  Maes  in  New 
England  continue  to  be  the  lowest  in 
the  country;  homeowners  there 
having  a  hard  time  refinancing,  since 
property  values  have  (alien  so  tar. 
Merk's  rule  of  thumb:  "In  general, 
the  less  close  the  mortgages  are  to  an 
urban  center,  the  less  likely  you'll  get 
hit  with  prepayments." 

All  this  has  kept  Merk  ahead  of 
most  other  Ginnie  Mae  funds.  Ovei 
the  five  years  ended  Oct.  31 ,  Benham 
gnma  Income  has  returned  11.2% 
annually,  against  10.2%  for  the  group. 
Merk  caps  his  service  to  investors  In 
running  an  expense  ratio  of  just  0.6 
lor  his  no-load  fund.  Mi 
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Value  Portfolio. . .  Growth  Portfolio 


VANGUARD  ANNOUNCES 

A  BREAKTHROUGH  IN  VALUE 

AND  GROWTH  INVESTING. 


Two  Index  Portfolios. 

Each  Tailored  To  The  Goals  Of  A  Specific 

Equity  Investment  Strategy. 

Vf  anguard  is  pleased  to  offer  two  unique 
portfolios:  one  designed  to  meet  the  objec- 
tives of  investors  who  want  value— current 
income  with  growth— and  another  focused  exclu- 
sively on  growth. 

In  the  past,  you  could  employ  these  approaches 
only  through  individual  stocks  or  actively  man- 
aged mutual  funds.  Now  Vanguard  offers  individ- 
ual Portfolios  that  combine  either  a  value  or  a 
growth  investment  strategy  with  the  power  of 
indexing. 

The  new  Portfolios  seek  to  track  market 
indexes  constructed  earlier  this  year  by  Stan- 
dard &  Poor's  Corporation  and  BARRA,  a  leading 
investment  technology  and  consulting  company. 
These  firms  divided  the  Standard  &  Poor's  500 
Composite  Stock  Price  Index  into  two  equal  seg- 
ments. (See  chart.) 


Compare  Investment  Characteristics 

S&P  500         Value 

Growth 

Index            Index 

Index 

Number  of  Stocks 

500           32 1 

179 

Market  Capitalization 

100%         50% 

50% 

Dividend  Yield 

3.0%         3.8% 

2.2% 

Price/Book  Ratio 

2.2X          1.5X 

4.3X 

10  Yr.  Dividend  Growth 

'      5.9%        5.0% 

7.3% 

Source:  BARRA  9/30/92;  'The 

Vanguard  Group  9/30/92 

Vanguard  Value  Index  Portfolio  seeks  to 
track'the  investment  performance  of  the  S&P/ 
BARRA  Value  Index.  The  emphasis  on  current 
dividend  income  makes  this  Portfolio  an  appro- 
priate consideration  for  those  approaching 
retirement  or  those  who  prefer  a  somewhat 
lower-risk  equity  investment. 

Vanguard  Growth  Index  Portfolio  seeks  to 
track  the  investment  performance  of  the  S&P/ 
BARRA  Growth  Index.  With  above  average 


"Standard  &  Poor's,"  "Standard  &  Poor's  500,"  and  "500" 
are  registered  trademarks  of  Standard  &  Poor's  Corpora- 
tion. Vanguard  Index  Trust  is  neither  sponsored  by,  nor 
affiliated  with,  Standard  &  Poor's  Corporation  or  BARRA. 


dividend  growth  rates  and  below  average  yields, 
the  Portfolio  may  be  particularly  attractive  for 
investors  emphasizing  capital  appreciation 
instead  of  current  dividend  income.  It  also  may 
be  appropriate  for  people  saving  for  a  future  goal, 
and  for  those  seeking  to  avoid  currently  taxable 
dividend  income  from  an  equity  investment. 

What  Does  Indexing  Bring  To  Todays 
Value  and  Growth  Investor? 

Relative  Predictability.  Regardless  of  which 
way  the  market  turns,  both  Portfolios  can  be 
expected  over  time  to  correspond  closely  with 
the  returns  of  their  two  market  indexes. 

Broad  Diversification.  Each  Portfolio  will 
hold  all  of  the  stocks  included  in  its  particular 
index.  Therefore,  both  Portfolios  will  cushion  an 
investment  from  the  effect  of  specific  stock  risk. 
Diversification  does  not  eliminate  losses  that 
would  occur  in  a  substantial  market  downturn. 

Low  Cost.  The  Fund  does  not  pay  investment 
advisory  fees;  portfolio  turnover  is  minimal, 
resulting  in  reduced  transaction  costs;  and  we 
keep  operating  expenses  as  low  as  possible. 

What  Does  Vanguard  Bring  To  You? 

Vanguard  is  the  nation's  largest  pure  no-load 
mutual  fund  family  and  the  leader  in  index  mutual 
funds.  Among  Vanguard's  many  advantages: 

•  No  sales  commissions  or  "12b-l"  fees. 

•  Dividends  may  be  reinvested  or  paid  quarterly. 

•  $3,000  minimum  initial  investment;  $500  for 
Retirement  Plans. 

Call  1-800-523-1455 

For  Your  Free  Vanguard 
Information  Kit. 

The  Kit  contains  a  prospectus  with  more  complete  informa- 
tion on  distribution  charges  and  other  expenses.  Please  read 
it  carefully  before  you  invest  or  send  money. 

THF^UVZUaitlGRDUP 

t^OF  INVESTMENT  COMPANIES . 


THE  FUNDS 


Packs  of  Latin  American  bond  funds  are  arriving 
on  the  scene— not  surprisingly,  after  the  big  gains 
have  been  made.  What's  left? 

<cYou  buy  the 
riskier  bond" 


By  Joel  Millman 

By  the  end  of  the  1980s, 
most  Latin  American  econ- 
omies were  springing  back 
to  life,  enriching  speculators 
who  bought  their  bonds  at 
big  discounts  when  things 
looked  dark.  Total  return 
(interest  plus  appreciation)  last  year  on 
the  dollar- denominated  Mexican  par 
bonds  of  2019  was  49.7%. 

No  surprise,  then,  that  Latin  debt 
funds  are  showering  forth  like  candies 
from  a  burst  pifiata.  The  first  from  the 
big  mutual  fund  sponsors,  Scudder's 
closed-end  Latin  America  Dollar  In- 
come Fund,  came  out  in  July.  By 
year's  end  there  will  be  at  least  a  half- 
dozen  more.  The  managers — includ- 
ing Alliance,  G.T.  Global,  Salomon 
and  Bear,  Stearns — expect  at  least 
$500  million  in  assets  among  them. 

Is  the  fund-buying  public  once 
again  arriving  at  the  party  too  late? 
Quite  possibly.  Yields  on  some  Latin 
American  government  debt  have  fallen 
so  far  that  they  barely  beat  yields  on 
medium -quality  U.S.  junk  bonds. 
That's  not  much  of  a  return,  given  the 
ever  present  risk  that  a  sovereign  debt- 
or will  simply  decree  that  it  does  not 
intend  to  pay.  A  corporate  junk  holder 
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at  least  has  some  claim  on 
corporate  assets  in  the  event 
of  a  default.  The  holder  of  a 
government  bond  has  no 
such  right.  He  can't  fore- 
close on  Buenos  Aires,  nor 
would  he  want  to. 
To  reassure  their  investors,  most 
new  funds  are  planning  to  deploy  a 
good  portion  of  their  assets  in  so- 
called  Brady  bonds.  These  are  dollar- 
denominated  government  debts, 
named  for  U.S.  Treasury  Secretary 
Nicholas  Brady,  that  are  partially  col- 
lateralized by  U.S.  Treasury  paper  and 
guarantees.  The  collateral  and  guar- 
antees mean,  in  effect,  that  in  case  of  a 
default  the  payment  of  the  next  three 
semiannual  interest  coupons  is  as- 
sured, as  is  the  repayment  of  principal 
in  28  years.  The  remaining  26V2  years 
of  coupons  depend  on  the  good  faith 
and  credit  of  the  Latin  debtor. 

The  owner  of  a  Brady  bond  has,  in 
effect,  three  sets  of  securities:  one,  a 
zero-coupon  bond  from  the  U.S. 
Treasury  due  in  28  years;  a  second, 
three  coupon  payments  secured  by  a 
basket  of  high-grade  U.S.  corporate 
debt;  and  the  other,  a  collection  of 
coupons  from  a  Latin  government. 


Yanqui,  stay  home 

Fund                                 Offering 
date 
(1992) 

Latin  America  Dollar  Income  July 
Alliance  World  Dollar  Govt      Oct 
Emerging  Mkts  Income  Fund  Oct 
GT  Global  High  Income3        Oct 

Load     Manage- 
ment 
fee1 

closed-end    1.20% 
closed-end    1.25 
closed-end    1.00 
5.00%4        1.25s 

Brady    Projected 
holdings2  current 
yield . 

22%        10.5% 
65             10 
50+           11 
45             12 

1Not  including  operating  expenses.    Projected  percentage  of  fund  assets  in  Brady 
bonds,    ^lass  B  shares.    'Deferred  sales  charge;  declines  to  zero  after  five  years, 
includes  12b-l. 

This  sampling  of 
the  new  Latin  bond 
funds  shows  that 
expenses  are  high, 
the  U.S.  guaran- 
tees are  not  com- 
plete, and  yields 
barely  beat  U.S. 
junk  funds. 
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Take  the  Mexican  6V4%  Brady  bone 
of  2019,  issued  in  1990.  It  recently 
traded  at  about  63,  yielding  10.3%  t<3 
maturity  on  the  whole  package.  No« 
break  this  bond  down  into  its  compo 
nents.  The  U.S. -collateralized  por 
tion  is  worth  about  20  cents  per  doll 
.of  face  value,  or  a  third  of  the  overal 
value.  The  remaining  43  cents  ofyoui 
purchase  price  is  buying  unguaran 
teed  Mexican  ious.  The  Mexican  por 
tion  is  implicitly  yielding  12.4%,  a  lou 
return  for  such  an  iffy  asset. 

Here's  the  stockbroker's  pitch  for  i 
Latin  debt  fund.  The  fund  will  proba 
bly  deliver  a  10%  to  11%  current  yield  &! 
at  least  three  points  more  than  you 
can  get  on  a  long-term  U.S.  Treasury 
bond.  Yet,  thanks  to  a  large  dose  ol 
Brady  bonds,  the  principal  is  not  to 
tally  at  risk.  Very  appealing,  but  lool 
at  the  results.  From  inception  at  Jul 
31,  the  Latin  America  Dollar  Inconn 
Fund's  three -month  total  return  (fig 
ured  on  net  asset  values)  was  -1 .8%. 

"The  golden  era  is  behind  us,' 
warns  Omotunde  Mahoney,  a  fixed 
income  analyst  at  Nomura  Securities 

Another  caveat:  The  funds  end  up 
exalting  yield  over  performance.  They 
are  propping  up  reported  yields  by 
amortizing  the  discounts  on  theii 
bonds — dividing  each  discount  by  the 
years  to  maturity  and  booking  thai 
amount  as  income.  This  does  nothini 
for  investment  results,  but  it  does  jack 
up  the  fundholders'  current  tax  bills. 

And  the  amortization  game  pro 
vides  an  incentive  for  portfolio  man- 
agers to  buy  the  deepest-discountec 
securities  they  can  find.  "All  thing 
being  equal,"  concedes  Peter  Wilby 
director  of  asset  management  at  Salo 
mon  Brothers,  "you  buy  the  deepci 
discount.  You  buy  the  riskier  bond 

If  only  the  financial  engineeriiu 
generated  a  yield  that  would  richly 
compensate  you  for  the  risk  of  ventur 
ing  south  of  the  border — say,  2'0% 
But  it  doesn't.  If  you're  hunting  higl 
fixed-income  returns,  stick  to  U.S 
junk  bond  funds;  if  you  want  some 
Latin  exposure,  you're  probably  bel 
ter  off  with  an  open-end,  no  Io.k 
fund  like  Fidelity  Asset  Manage 
Fund,  whose  internationally  divcrsi 
fied  portfolio  is  20%  invested  in  Latii 
paper.  It  seems  to  offer  a  somewhl 
better  prospective  return  for  the  nsl 
than  an  untested  closed  end  with  . 
built-in  sales  commission. 
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)ne  outsider  would  like  to  take  over  the 
3ull  &  Bear  Group,  but  he's  not  going  to 
Jiave  an  easy  time  getting  control. 
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an  this  fluid 
amity  be  saved? 


iy  Jason  Zweig 


Hichard  Barone  knows  investment 
/alue.  So  far  this  year,  Maxus  Equity, 
Jie  growth  and  income  fund  Barone 
loo  nanages,  is  in  the  top  10%  of  the  217 
lands  in  its  category,  according  to 
Morningstar,  Inc. 

He  may  get  to  try  his  hand  at  fixing 
one  of  the  worst-performing  fund 
groups.  Barone  is  chairman  of  Maxus 
fixed  Investment  Group,  a  Cleveland  mon- 
ey manager  with  about  $200 
million  under  management. 
Mainly  through  private  part-  | 
nerships  he  manages,  Barone  J 
has  spent  some  $500,000  buy- 
ing into  Bull  &  Bear  Group,  a 
second-rate  fund  sponsor  that 
has  lost  money  five  out  of  the 
last  six  years. 

Bull  &  Bear  is  controlled  by 
Chairman  Bassett  Winmill, 
62,  and  his  sons,  Executive 
Vice  Presidents  Mark  and 
Thomas  Winmill.  As  of  last 
December  the  Bull  &  Bear 
family  numbered  one  money 
market  fund  and  nine  stock  or 
bond  funds,  five  of  them  bad- 
ly lagging  their  peers  over  the 
long  term. 

Since  then  two  of  the  worst  per- 
formers have,,  been  put  out  of  their 
misery  via  mergers  with  other  funds, 
but  even  so,  there  isn't  much  perfor- 
mance to  sell.  The  best  of  Bull  & 
Bear's  four  equity  funds  has  averaged 
J  a  return  of  just  4.7%  a  year  over  the 
If:  last  three  years,  compared  with  the 
■market's  10.6%. 

Helping  drag  down  the  returns  are 
Bull  &  Bear's  expense  ratios — 0.8% 
on  its  money  market  fund  and  up  to 
3%  on  its  equity  funds.  Not  that  the 
fund  operator  is  getting  rich  off  these 


fees.  Bull  &  Bear  Group  lost  $81,000 
on  revenues  of  $5.2  million  last  year. 
How  does  a  management  company 
manage  to  lose  money  on  a  stream  of 
high  fees?  By  losing  customers.  Bull  & 
Bear's  fund  investors  have  been  de- 
serting in  droves.  Assets  under  man- 
agement have  shriveled  from  $397 
million  in  1988  to  about  $255  million 
on  Nov.  16.  No  surprise  that  Bull  & 
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Bear's  stock  has  collapsed  from  a 
1983  peak  of  217/s  to  a  recent  1%. 

To  get  control  of  this  tottering 
kingdom,  Barone  may  have  to  tilt 
with  the  Winmills.  They  own  16%  of 
Bull  &  Bear's  1.2  million  nonvoting 
shares  and  all  20,000  of  the  voting 
shares. 

Barone,  who  in  October  raised  his 
stake  to  30%,  says  flatly:  "I  think  I 
could  run  Bull  &  Bear  and  make  it 
extremely  profitable." 

The  possibility  certainly  exists.  And 
Bull  &  Bear  has  some  real  asset  value. 


^    Forbes  ■  December  7,  1992 


Fund  management  companies  are 
often  valued  at  a  percentage  of  assets 
under  management.  Franklin  Re- 
sources trades  at  a  market  capitaliza- 
tion of  3.4%  of  assets  under  manage- 
ment and  Dreyfus  Corp.  at  1.7%  of 
assets.  Barone  figures  Bull  &  Bear's 
fund  business  is  worth  at  least  1 .5%  of 
assets  under  management,  or  $3.8 
million.  Cash  and  marketable  securi- 
ties add  another  $2.2  million. 
It  owns  a  small  but  fast-grow- 
ing discount  brokerage  firm. 

There  is  also  a  somewhat 
more  nebulous  asset,  $2.4 
million  in  deferred  12b-l  fees 
collectible  from  the  funds  if 
and  when  the  funds  deliver 
better  returns. 

There  are  tax-loss  carryfor- 
wards, too:  $2.2  million, 
which  will  come  in  handy  if 
Barone  or  another  rescuer  can 
put  the  company  back  on  its 
feet. 

The  tangible  assets  together 
with  the  management  con- 
tracts and  the  rest  give  the 
company  a  possible  value  of  $8 
million — $7  a  share,  versus  the 
recent  1%. 

"On  the  surface,"  says  Barone,  "it 
appears  that  he  [Winm.ll]  is  running 
the  company  with  a  death  wish.  But 
I'm  speculating  on  his  integrity:  If  he 
has  any  at  all,  he'll  sell  at  the  right 
price." 

Chairman  Winmill  remains  defiant: 
"Nothing  here  is  for  sale.  We're  going 
to  take  this  basic  value  situation  and 
turn  it  into  a  growth  company."  But  if 
the  mutual  fund  holders  keep  cashing 
out,  he  may  end  up  with  nothing 
much  to  turn.  WM 
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This  beautifully  designed  calendar, 
complete  with  detailed  text  and  striking 
lithographs,  sketches  and  photos,  boldly  captures  the 
courageous  people  and  dramatic  events  of  the  War 
Between  the  States.  $9.95  paperback  #B40 
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"Christmas  December  25, 1862. 

We  have  passed  a  very  quiet  day  and  except  that 
we  have  been  excused  from  drill,  the  day  has  been 
like  the  others. ...  In  the  evening. . .we  had  a  sing. 
I  should  like  to  be  at  home  on  this  Christmas  nigh 
— Elisha  Rhodes 


Historic  Momenl 
Recaptured... 
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This  series  brings  togeth 
the  finest  writing  on  the     "^ 
Civil  War  and  World  War   "*** 
featuring  such  authors 
as  William  Manchester,     a* 
General  James  M.  Gavin      / 
and  James  M.  McPhersc     L 
S19.95ea.  ' 
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A  New  \ 

Collection      \ 

This  exciting  collection  \ 

includes  illustrated 
color  maps,  West  Point 
archival  battle  maps, 
NASA  high-altitude 
maps  and  protraits 
by  Don  Troiani.  An 
indispensable  reference       #B74 
for  all  Civil  War  buffs. 
S32.95  #B43 
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TO  ORDER, 
CALL  TOLL-FREE 
1-800-876-6556 


1  THE  SMOKE  WAS  SLIGHTLY  LIFTED  by  the  gentle  May 
:ze,  one  lone  soldier  advanced,  bravely  bearing  the  flag 
ards  the  breast  works.  At  least  a  hundred  men  took  deliberate 
at  him,  and  fired  at  point-blank  range,  but  he  never  faltered. ... 
denly,  as  if  with  one  impulse,  every  Confederate  soldier  within 
it  of  the  Union  color  bearer  seemed  to  be  seized  with  the  idea 
:  the  man  ought  not  to  be  shot  down  like  a  dog.  A  hundred  men 
pped  their  guns  at  the  same  time;  each  of  them  seized  his  nearest 
neighbor  by  the  arm  and  yelled  to  him  "Don't  shoot 
at  that  man  again.  He  is  too  brave  to  be  killed  that 
way. . ."  As  soon  as  they  all  understood  one  another, 
a  hundred  old  hats  and  caps  went  up  into  the  air, 
their  wearers  yelling  at  the  top  of  their  voices: 
"Come  on,  you  brave  Yank,  come  on!" 
— Charles  Evans,  2nd  Texas,  Vicksburg 
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"ONE  BEAUTIFUL  NIGHT  during  these  terrible  days 
I  was  sitting  in  the  moonlight,  looking  up  into  the 
heavens  so  beautiful  and  calm — while  everything  around 
us  which  men  controlled  was  full  of  evil  and  death — 
when  the  bands  of  the  contending  armies  began  to  play. . . 
One  band  struck  up  "Home  Sweet  Home,"  and  was 
followed  by  another  until  all  bands  of  both  sides  joined 
in.  Then  the  soldiers  of  both  sides  began  to  sing  it,  each 
gathering  inspiration  from  the  others,  all  swelled  the 
chorus,  and  the  spirit  of  war  was  hushed  as  all  hearts 
thought  of  the  loved  ones  at  home." 

— Captain  Edward  H.  McDonald,  11th  Virginia  Cavalry 


ogettn  The  most  historic  moments 

n  the  of  the  Civil  War  are  accurately 

cf VVar  reenacted  in  this  compelling 

iou  hour-long  video. 

«ipr  $29.95  #V47 


Gavin  / 


Three  Classic  Picture  Histories 

These  impressive  volumes,  each  with  evocative  narratives 

and  over  700  superb  photographs,  are  the  definitive 

chronicles  of  history  in  the  making.  i 

$19.95  ea.  _^^ 
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*LL  TOLL-FREE  1-800-876-6556 


^ieck  or  money  ordet  payable  to  American  1  leritage 
LairiM  my:  VISA  MasterCard    Amex 

"»* 

iration  Date: 


Zip. 


Book* 

*B40 


Quantity 


Price 

$9.95 


=     Total      F 


#B43 

$32.95 

*B72 

$19.95 

«B73 

$19.95 

*R74 

$19.95 

W47 

$29.95 

#B55 

$19.95 

#B66 

$19.95 

#B67 

$19.95 

NY  residents  add  sales  tax 
Shipping  and  handling 
Total  of  Above 


$3.00 


lail  order  form  to:  American  Heritage  Books,  P.O.  Box  10934,  Des  Moines,  IA  50350-0934 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX- 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 
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All  this  for  just 
S2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life,. 
Laucala  is  easily  accessible.  Our  island  has  its  own. 
private  runway  and  daily  scheduled  commercial  flight' 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated  | 
by  Forbes  Magazine.  For 
more  information  write  to 
Errol  Ryland,  Manager,  5  U 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1  800-FORBES-5J 
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MONEY  &  INVESTMENTS 


lile  Clinton's  promise  to  raise  taxes  makes 
|<-exempt  bonds  look  more  attractive, 
advise  sticking  with  high  or  improving  quality. 


on't  be  indiscriminate 


Y  BEN  WEBERMAN 


In  Weberman  is  a  columnist 
Forbes  magazine. 
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TELLIGENTLY     DISCOUNTING       the 

elihood  of  tax  increases  under  a 
inton  presidency  (see  cover  story,  p. 
H),  the  tax-exempt  municipal  bond 
arket  has  rallied  since  late  October 
■en  though  prices  have  been  weak 
>r  taxable  bonds. 

The  yield  on  California's  new  27- 

:ar  general  obligation  bond,  for  ex- 

nple,  has  dropped  from  6.65%  to  a 

cent  6.48%.  To  earn  a  comparable 

ertax  yield,  a  California  resident 

ould  need  a  taxable  bond  yielding 

.6% — hard  to  find  in  a  quality  bond 

this  market.  If  Clinton  persuades 

ongress  to  redeem  his  campaign 

omise  about  raising  taxes  on  "the 

ch"  (to  a  projected  36%  rate),  the 

xable  equivalent  yield  would  rise  to 

1.25%.     These     are     hard-to-beat 

elds,  especially  since  inflation  offers 

o  near- term  threat  to  bond  yields. 

'he  U.S.  economy  is  still  sluggish, 

itto  for  Japan,  Germany,   Britain, 

;rance  and  Italy. 

But  before  rushing  out  and  buying 

nunis,  remember  this:  With  many 

acal  governments  in  shaky  condition 

ed  hese  days,  the  need  for  selectivity  is 

;reat.  State  and  local  governments 

io  ount  heavily  on  sales  tax  flows  and  on 

5U  roperty  taxes,  both  of  which  depend 

0  or  their  health  on  general  economic 

#  obustness. 

**     Because    expenditures    are    rising 

;  :orbes  ■  December  7, 1992 
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much  faster  than  tax  revenues,  Rich- 
ard Ciccarone,  in  charge  of  tax-ex- 
empt fixed-income  research  at 
Kemper  Securities,  Inc.,  points  out 
that,  for  the  country  as  a  whole,  re- 
serves of  the  states'  general  funds  are 
now  just  0.3  times  the  level  of  expen- 
ditures. Compare  this  coverage  ratio 
with  2.9  times  expenditures  when  the 
economy  emerged  from  the  1982 
recession. 

In  a  situation  like  this  it  pays  to  stick 
with  the  highest-quality  credit.  You 
can  do  this  today  at  little  sacrifice  of 
yields.  Yield  spreads  between  AAA- 
quality  tax-frees  and  A-grade  issues 
are  unusually  narrow.  Thirty-year 
AAA  state  general  obligation  tax-ex- 
empts currently  pay  6.22%,  while  30- 
year  A-rated  credits  pay  6.57%  and 
bonds  rated  Baal  pay  just  6.75%. 
These  spreads  are  quite  narrow,  and 
so  I  would  stay  with  the  highest- 
quality  bonds,  those  backed  by  the 
full  faith  and  taxing  power  of  govern- 
ments rated  AAA  or  AA. 

Top-rated  states  include  Maryland, 
Missouri,  both  Carolinas,  Utah  and 
Virginia.  Among  the  cities,  Fairfield 
and  Stamford,  Conn.;  Minneapolis; 
and  Charlotte  and  Raleigh  in  North 
Carolina  have  Moody's  and  s&p's  top 
ratings. 

People  who  reside  in  high-tax  states 
like  New  York,  California,  Massachu- 
setts and  North  Carolina  should  seek 
out  the  highest-quality  full  faith  and 
credit  bonds  issued  within  these 
states. 

Paul  Disdier,  portfolio  manager  of 
the  $1  billion  (assets)  Dreyfus  Gener- 
al Municipal  Bond  Fund,  thinks  State 
of  California  general  obligation 
bonds  may  offer  good  value  for  the 
money.  The  state  was  downgraded 
last  summer  to  AA  by  Moody's  and  to 
A+  by  s&p,  thanks  to  the  state's  well- 
publicized  economic  woes.  But  Dis- 
dier believes  that  the  markets  have 


already  discounted  the  state's  prob- 
lems, and  that  investors  who  buy  care- 
fully stand  to  get  a  capital  gain  on  top 
of  an  attractive  aftertax  yield.  But 
Disdier  adds  that  he  will  be  watching 
carefully  for  further  signs  of  economic 
deterioration  in  California. 

Disdier  warns  investors  to  expect 
some  volatility  as  a  result  of  shifting 
expectations  about  the  course  of  in- 
terest rates.  For  example,  when  Cali- 
fornia came  to  market  Oct.  7  with  a 
$1.3  billion  serial  maturity  offering, 
one  of  the  bonds  was  a  6V4%  GO  due 
2019  and  priced  slighdy  below  par,  to 
yield  6.35%.  Soon  after,  the  bond's 
price  dropped  and  its  yield  climbed  to 
6.65%.  In  the  recent  market  rally,  the 
price  has  risen  again  and  the  yield  has 
dropped  back  to  6.48%.  When  the 
bond  first  came  out  it  yielded  115 
basis  points  more  than  comparable 
taxable  Treasurys;  the  gap  dropped  to 
95  basis  points,  and  then  rose  again  to 
117.  All  in  the  space  of  little  more 
than  a  month. 

Alan  Schankel,  manager  of  the 
bond  department  at  Janney  Mont- 
gomery Scott  Inc.  in  Philadelphia, 
thinks  Texas  obligations  are  good 
candidates  for  capital  gains  as  well  as 
yield.  Texas  went  into  recession  be- 
fore other  states  and  now  is  coming 
out  ahead  of  the  pack.  Downgraded 
to  AA  by  Moody's  in  1987,  the  state's 
credit  may  be  close  to  upgrade, 
Schankel  says. 

Currently,  Texas  stat  GOs  yield 
around  6.2%  for  long-term  (20  years 
and  longer)  maturities.  Cities  whose 
fundamentals  are  improving  include 
Dallas,  still  AAA;  Houston,  now  AA; 
and  Fort  Worth,  AA. 

More  adventurous  investors, 
Schankel  adds,  might  consider  Con- 
necticut and  New  Jersey  general  obli- 
gations. His  nose  tells  him  that  prices 
on  these  bonds  may  now  be  ap- 
proaching their  lows.  WM 
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Keep  your  bond  maturities  short,  don't  be  too  quick 
to  sell  pharmaceuticals,  and  take  a  good  look  at 
cyclicals  and  small  value  stocks. 

Investing  in  the 
Clinton  years 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


Like  it  or  hate  it,  the  reality  now  is  we 
face  four  years  of  Clinton  in  the  White 
House.  How  should  investors  prepare 
for  the  changes  this  reality  will  bring? 
Forecasting  is  about  as  precise  today  as 
it  was  when  Roman  priests  sacrificed 
animals  for  tips  on  military  strategy, 
yet  there  are  a  number  of  reasonably 
high  probability  themes  that  emerge 
from  the  Clinton  election  victory. 

The  Clinton  campaign  committed 
itself  to  expanding  job  creation  far 
beyond  public  works  and  social  proj- 
ects. I  would  look  for  the  new  Admin- 
istration to  try  to  jump-start  the  pri- 
vate sector  with  tax  benefits  to  stimu- 
late capital  spending — the  adoption 
of  some  form  of  investment  tax  credit 
and  new  accelerated  depreciation 
provisions. 

If  such  policies  are  proposed,  there 
is  a  good  chance  for  a  bounce  in 
cyclicals,  notably  autos,  airlines, 
chemicals,  forest  products  and  other 
capital-intensive  industries. 

During  his  campaign  Clinton 
picked  up  Perot's  slogan  of  "fair 
trade  versus  free  trade."  This  could 
translate  in  terms  of  Clinton  policy 
into  pressure  on  countries  like  Japan 
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that  have  large  trade  surpluses  with 
the  U.S.  Cyclical  stocks  should  again 
reap  major  benefits  if  this  proves  accu- 
rate: autos  through  reduced  cutthroat 
competition  at  home;  industries  like 
chemicals,  forest  products  and  capital 
equipment  through  lowering  some  of 
the  major  import  barriers  abroad. 
This  would  also  be  a  major  plus  for 
agricultural  exports. 

Clinton  went  on  at  great  length 
about  fostering  and  expanding  small 
businesses.  Solid-value,  small-cap 
companies,  particularly  those  that  are 
capital  intensive,  should  be  winners  if 
this  pledge  is  honored. 

The  status  under  Clinton  of  phar- 
maceuticals and  health  care  stocks  is 
probably  not  nearly  as  bad  as  generally 
perceived.  While  some  tax  benefits 
for  pharmaceutical  companies  with 
plants  offshore  could  be  eliminated,  it 
is  also  likely  that  if  universal  health 
care  legislation  is  enacted,  volume 
gains  will  be  substantial.  To  me  this  is 
certainly  not  the  time  to  sell  good 
drug  and  other  health  care  issues,  and 
when  the  smoke  clears  there  should 
be  some  first-rate  buying  opportuni- 
ties available. 

Following  these  themes,  here  are 
five  stocks  that  look  like  good  bets  for 
the  Clinton  years. 

Louisiana  Pacific  ( 55 )  is  one  of  the 
largest  lumber  producers  in  the 
world.  Improving  lumber  prices  after 
Hurricane  Andrew,  a  rising  economy 
and  the  possiblity  of  increasing 
exports  (now  20%  of  sales)  should  see 
earnings  move  up  significantly  both  in 
1993  and  succeeding  years.  Louisiana 
Pacific  trades  at  a  price/earnings  ratio 
of  12  on  estimated  1993  results  and 
yields  1.5%. 

Ford  (39),  the  most  efficient  U.S. 
producer,  stands  to  see  a  significant 


earnings  pickup  domestically  with  th 
business  upturn  as  well  as  a  recovery  i 
its  largest  foreign  market,  the  U. 
Ford  should  earn  better  than  $1 
share  this  year  and  from  $3.50  to  $ 
next  year.  Peak  earnings  could  be  $8 
to  $10  per  share.  The  stock  trades  at  a 
P/E  of  about  13  on  1993  earnings 
estimates  and  yields  4.1%. 

Eli  Lilly  (62)  is  a  major  U.S.  drug 
manufacturer  that  markets  products 
in  140  countries  (40%  of  sales).  Al 
though  competitive  pressures  have 
hurt  Ceclor,  an  important  antibiotic, 
and  medical  instrumentation  is  tern 
porarily  showing  lower  profit  mar 
gins,  earnings  should  still  be  up  10% 
this  year,  with  an  accelerating  trend  i 
1993.  The  stock  trades  at  a  p/e  of  12j 
(on    earnings    before    nonrecurrin 
charges)  and  yields  3.5%. 

Delta  (54),  the  third-largest  do 
mestic   airline,   has   significandy  in 
creased  its  foreign  stake  by  buyin 
major  routes  from  bankrupt  Pan  Am 
The  poor  economy  and  murderous 
price  wars  will  result  in  DAL's  report- 
ing another  large  loss  in  its  curren 
fiscal  year  (ending  June  30,  1993) 
With  cost-cutting,  an  abatement  o 
the  fare  wars  and  economic  recovery 
the  company  should  be  solidly  in  th 
black  next  fiscal  year.  DAL  yields  2.2% 

American  Cyanamid  (54)  is  a  ma 
jor  manufacturer  of  drugs  and  agri 
cultural  products.  The  company  ha.1' 
divested    about    one-third    of   its 
chemical  business  to  move  into  high 
er-margin  areas.  Further  divestiture 
of  low-margin  chemical  operatio 
are  anticipated.   Earnings  in    199 
should  be  20%  ahead  of  199 l's,  wit! 
a  10%-plus  increase  likely  in  1993   \ 
The  stock  trades  at  a  P/E  of  12  anc  gnr  cre 
yields  3%.  : 

A  word  about  bonds.  As  I  have  ^ 
noted    in    my    column    in     recen 
months,  we  are  likely  at,  or  alread;   , 
past,  the  bottom  of  the  interest  rate 
cycle.  With  inflation  still  running  tied 
2.7%  over  the  last  12  months  in  th< 
most  depressed   economy   in   half 
century,  you  can  bet  it  will  accelerate 
with  economic  recover}',  especially 
that  recovery  is  prodded   along  m 
increased  fiscal  stimulus.  Higher  in 
flation  is  bad  news  for  bonds.  Unde 
these    conditions,    protecting    yod 
capital  in  the  bond  market  by  keepini 
maturity  short  should  be  one  ofyoi 
paramount  goals. 
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MONEY  &  INVESTMENTS 


While  there  is  no  unanimity  among  investment  letters, 
there  is  a  common  note  among  them  these  days. 
It  is  not  an  especially  optimistic  one. 


Bearish 
coloration 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


I  began  writing  this  column  in  a 
sunny  frame  of  mind.  My  intent  was 
to  focus  on  those  investment  letters 
that  are  very  bullish  on  stocks  for  the 
1990s.  My  optimism  soon  faded.  I 
couldn't  find  any  strong  optimism. 
Most  investment  letters  these  days 
inhabit  bear  country  or,  at  best,  the 
fringes  of  bull  country. 

Even  those  advisers  who  are  bullish 
for  the  short-  or  intermediate-term 
are  less  than  bullish  about  the  1990s 
as  a  whole.  And  here's  the  really  scary 
news:  This  almost  universal  absence 
of  long-term  bullishness  contrasts 
sharply  with  the  mood  among  invest- 
ment letters  at  the  beginning  of  the 
1980s,  when  a  good  number  were 
forecasting  a  spectacular  decade  for 
the  stock  market. 

The  most  celebrated  of  such  pre- 
dictions came  from  Elliott  Wave 
Theorist's  Robert  Prechter.  In  early 
1982,  at  a  time  when  the  market  was 
in  the  700  to  800  range,  he  predicted 
the  dji  eventually  would  reach  2860 
(he  subsequently  revised  this  to 
3686).  By  the  time  Prechter  turned 
bearish,  in  1987,  the  dji  was  around 
2600.  (He  recently  said  he  thinks  the 
3686  target  may  be  hit  after  all.) 
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Not  all  advisers  made  as  precise  a 
prediction  as  did  Prechter.  But  he  was 
far  from  being  alone  in  forecasting  a 
fantastic  decade  for  stocks. 

A  proportionately  bullish  forecast 
for  the  1990s  would  require  the  dji  to 
rise  to  over  12,000.  But  among  the 
investment  letters  I  monitor,  the 
highest  forecast  I  can  find,  from 
Growth  Stock  Outlook's  Charles  All- 
mon,  is  for  a  mere  6000.  That's  nice 
but  not  spectacular.  On  an  annualized 
basis  it  would  give  the  market  an  8% 
gain.  Not  only  is  this  below  stocks' 
long-term  average  return,  but  it's  no 
better  than  what  you  can  get  from  A 
rated  corporate  bonds — despite  their 
having  only  a  tiny  fraction  of  the  risk. 

But  remember:  This  forecast  of  a 
6000  dji  in  the  year  2000  is  the  most 
bullish  I  can  find  among  the  130 
investment  advisory  letters  I  follow. 
Two  other  services  with  good  rec- 
ords, both  of  which  use  econometric 
models  for  long-range  forecasting, 
are  even  less  bullish. 

Market  Logic,  which  is  published  by 
the  Institute  for  Econometric  Re- 
search, ventures  no  forecast  for  peri- 
ods longer  than  five  years.  But 
through  1997  its  model  predicts  that 
stocks'  total  return  will  be  just  4.1% 
per  year.  That  would  put  the  DJI  at 
about  the  4000  level. 

John  Hussman,  of  Hussman  Econo- 
metrics, provides  a  remarkably  similar 
forecast:  He  projects  no  better  than  a 
4000  dji  in  1997. 

Contrarians  no  doubt  will  be 
tempted  to  draw.a  bullish  conclusion 
from  this  dearth  of  long-term  bulls. 
But  I  think  they  would  be  making 
a  mistake. 

Contrarian  strategies  make  sense 
only  when  there's  a  strong  consensus 
about  where  the  market  is  headed. 
But  that  isn't  what  exists  now.  De- 


spite the  long-term  caution,  there 
remains  a  wide  variance  in  opinion 
among  advisers.  The  best  way  of  de- 
scribing the  current  situation  is  that 
the  entire  spectrum  of  advisory  opin- 
ion has  shifted  downward.  That  is, 
the  bearish  end  of  that  spectrum  has 
become  even  more  bearish,  while  ad- 
visers at  the  bullish  extreme  have 
become  restrained. 

Assuming  the  investment  letters  are 
right,  what  are  the  investment  impli- 
cations? The  main  implication  is  that 
stocks  won't  outperform  other  assets 
during  the  1990s.  This  no  doubt  will 
come  as  a  shock,  since  many  investors 
believe  the  lesson  of  history  (and  es- 
pecially the  1980s)  to  be  that  stocks 
are  the  best  performers  over  the  long 
term.  It  may  turn  out  that  this  long 
term  will  have  to  be  longer  than  the 
next  eight  years. 

Another  implication  of  a  6000  dji 
in  the  year  2000:  Investors  would  do 
better  to  hold  off  buying  stocks  until 
the  market  drops  to  the  level  at  which 
a  rise  to  6000  is  attractive.  This  hap- 
pens to  be  the  stance  recommended 
by  Charles  Allmon  in  Growth  Stock 
Outlook.  For  example,  if  the  DJI  drops 
to  2000  over  the  next  two  years  (and 
Allmon  says  he  wouldn't  be  surprised 
if  it  dropped  even  further),  then  a  rise 
to  6000  would  produce  an  annualized 
return  of  over  20%.  Not  surprisingly, 
Allmon  thinks  such  a  buying  opportu- 
nity will  be  one  of  the  best  ever — and  i 
he  can  hardly  wait,  since  he's  sitting  | 
with  90%  in  cash.  (Don't  forget,  how 
ever,  that  Allmon  has  been  premature 
ly  bearish  since  1986.) 

You  don't  have  to  be  as  bearish  as 
Allmon  to  draw  a  significant  condu 
sion  from  all  this:  that  it's  probably 
smart  right  now  to  keep  a  larger  than 
normal  part  of  your  assets  in  cash  01 
short-term  securities.  IB 
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Academia  discovered  the  January  Effect, 
but  not  what  causes  it. 
It  doesn't  matter— it  works. 

A  year-end 
reward 


BY  GERALD  W.  PERRITT 


Gerald  W.  Perritt  is  portfolio 
manager  of  the  Chicago-based 
Perritt  Capital  Growth  Fund  and  editor 
of  Investment  Horizons. 


As  most  seasoned  small -firm  stock 
investors  know,  small-cap  stocks  have 
outperformed  their  larger  counter- 
parts by  an  average  of  about  6%  annu- 
ally for  more  than  six  decades.  It  is  also 
well  established  that  they  do  well 
during  the  first  few  weeks  in  Janu- 
ary— the  so-called  January  Effect  has 
been  around  since  the  late  1970s,  but 
its  causes  remain  a  puzzle. 

During  the  last  66  years  small-firm 
stocks  have  returned  an  average  of 
about  0.8%  per  month,  February 
through  December.  However,  dur- 
ing January  their  returns  average  an 
incredible  6.8%.  That's  about  5% 
more  than  the  average  large-cap  Janu- 
ary returns.  Furthermore,  the  January 
Effect  is  pervasive.  Over  the  same 
period  small -firm  stocks  have  outper- 
formed their  large-cap  cousins  during 
56  Januarys,  or  about  85%  of  the  time. 

Why  do  small -firm  stocks  perform 
so  well  during  January?  One  explana- 
tion holds  that  tax-loss  selling  by  indi- 
vidual investors  late  in  the  year  keeps  a 
lid  on  small-cap  stock  prices.  Howev- 
er, once  the  tax-related  selling  abates 
near  year-end,  the  lid  is  popped  and 
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small-firm  stock  returns  bubble  over 
the  top.  Small-firm  stocks  have  a  cor- 
ner on  the  January  Effect  because  of 
limited  liquidity.  The  "typical"  small 
firm  has  about  5  million  shares  out- 
standing, with  about  one -third  in  the 
hands  of  the  firm's  management. 
Thus,  a  small  amount  of  induced  sell- 
ing can  significantly  depress  a  small- 
cap  stock's  price.  Large  caps,  on  the 
other  hand,  possess  sufficient  liquid- 
ity to  absorb  tax -related  sales  without 
impacting  share  price. 

Whatever  its  cause,  investors  can 
use  knowledge  of  the  January  Effect 
to  improve  their  investment  returns.  I 
am  not  suggesting  that  you  buy  small- 
cap  stocks  late  in  December  and  sell 
them  in  early  February  the  next  year. 
Brokerage  commissions  and  payment 
of  the  marketmakers'  bid/ask  spread 
would  most  likely  erode  all  of  the 
profit  potential. 

If  you  try  trading  in  and  out  of 
no-load,  small-cap  mutual  funds,  you 
will  most  likely  be  barred  from  mak- 
ing investments  in  the  future.  Howev- 
er, if  you  are  planning  to  invest  in 
small-cap  stocks  next  year,  I  suggest 
that  you  accelerate  those  purchases  to 
December.  If  you  are  planning  to 
decrease  your  exposure  to  small-cap 
stocks,  I  suggest  postponing  sales  to 
early  February.  This  behavior  would 
tilt  the  odds  of  investment  success  a 
little  more  in  your  favor. 

Here  are  several  small  caps  that 
have  caught  my -interest  lately.  All 
continued  to  expand  unit  sales 
throughout  the  recent  economic  re- 
cession, have  a  history  of  double-digit 
annual  sales  and  earnings  increases, 
possess  relatively  little  long-term  debt 
and  sell  at  a  below- market  price/ 
earnings  multiple. 


Aceto  (17)  is  an  importer  and  dis- 
tributor of  specialty  and  industrial 
chemicals  used  in  the  food,  pharma- 
ceutical and  agricultural  industries. 
Serving  industries  that  are  largely  re- 
cession proof,  Aceto  posted  record 
sales  and  earnings  in  fiscal  1992.  Sell- 
ing at  less  than  12  times  trailing  earn- 
ings, with  another  record- setting  year 
on  the  way,  Aceto  shares  have  excep- 
tional appeal. 

Frozen  Food  Express  (13)  is  the  na- 
tion's largest  publicly  owned  trans- 
porter of  perishable  commodities. 
Revenues  and  earnings  have  expand- 
ed in  excess  of  18%  annually  during 
the  last  five  years,  and  the  company 
reported  record  sales  and  earnings  in 
every  quarter  during  the  recent  eco- 
nomic recession.  Its  stock,  priced  at 
just  13  times  1993  estimated  earn- 
ings, is  a  bargain. 

Grist  Mill  (11)  manufactures  pri- 
vate-label snack  and  confectionery 
products  sold  at  supermarkets  at 
bottom-end  prices.  Value-conscious 
shoppers,  an  accelerating  product 
introduction  program  and  increased 
production  efficiencies  enabled  the 
company  to  post  record  sales  and 
earnings  during  its  most  recent  quar- 
ter. Although  the  stock  is  a  bit  expen- 
sive at  18  times  trailing  earnings,  I 
believe  patient  investors  will  be 
well  rewarded. 

Tranzonic  (17)  manufactures  a 
wide  variety  of  paper,  cloth  and  vinyl 
products.  A  pristine  balance  sheet, 
15%  annual  revenue  expansion  a\k\  a 
p/Eof  13  should  raise  the  eyebrows  of 
value  investors.  With  50%  of  t  lie  com 
pany's  3.5  million  shares  in  the  hands 
of  management,  however,  you  need 
to  exercise  patience  when  adding  the 
stock  to  your  portfolio.  ■■ 
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MONEY  &  INVESTMENTS 


F  tying  the  currency  markets  isn't  as  complicated 
<  it  may  sound,  but  first  you  had  better 
hrn  about  "ticks"  and  "lots." 


Junrency 
n vesting  101 


Y  ANDREW  J.  KRIEGER 


jrew  J.  Krieger  is  managing  director 

(B  Currency  Advisors,  Inc., 

>reign  exchange  investment  management 

i  hedging/advisory  firm 

;ed  in  Englewood  Cliffs,  N.J. 

js  author  of  The  Money  Bazaar. 


iE  many  phone  calls  I  have  re- 
ived about  my  trade  ideas  have 
ade  me  realize  that  even  many  well- 
formed  investors  don't  know  how 
place  their  bets  in  the  currency 
ime.  So  I'm  devoting  the  next  sever- 
columns  to  explaining  how  an  indi- 
dual  can  best  play  the  currency  mar- 
:ts.  In  this  column  I  will  concentrate 
n  Philadelphia  Stock  Exchange-list- 
i  currency  options. 
The  Philadelphia  Exchange  is  regu- 
ted  by  the  Securities  &  Exchange 
Commission,  and  the  options  listed 
lere  are  classified  as  securities.  Phila- 
elphia's  foreigh  currency  options  of- 
pn  cost  only  a  few  hundred  dollars 
er  option,  but  the  option  covers 
omething  more  like  $40,000  worth 
f  a  currency.  Traders  buy  as  few  as 
>ne  option  or  as  many  as  tens  of 
housands,  controlling  up  to  several 
illion  dollars  of  a  foreign  currency. 
Standard  language  on  the  exchange 
verifies  the  month  of  expiration,  the 
urrency,  the  option's  strike  price  and 
vhether  you  want  a  put  or  call.  So  far, 
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not  all  that  different  from  dealing  in 
stock  options.  One  subtlety:  Options 
labeled  European  can  be  exercised 
only  on  their  expiration  dates;  Ameri- 
can options  can  be  exercised  anytime 
up  to  expiration.  Both  can  be  sold 
prior  to  maturity. 

Let's  take  a  March  deutsche  mark 
56  put.  This  option  contract  expires 
on  Mar.  13,  1993  (Philadelphia  con- 
tracts expire  the  Saturday  before  the 
third  Wednesday  of  every  month). 
This  option  has  a  strike  price  of  56 
cents  per  mark,  meaning  it  gives  you 
the  right  to  sell  a  specified  quantity  of 
marks  for  56  cents  each.  (If  it  had 
been  a  call  option  rather  than  a  put 
option  it  would  have  given  you  the 
right  to  buy  marks  at  56  cents.) 

Philadelphia  options  have  fixed 
contract  sizes  per  lot,  which  in  the 
case  of  the  deutsche  mark  is  62,500 
marks.  If  you  wanted  to  control 
500,000  marks,  you  would  buy  eight 
options,  or  lots. 

How  much  will  such  an  option 
contract  cost?  This  gets  a  bit  compli- 
cated, but  you  had  better  understand 
it  if  you  want  to  trade  in  currencies. 
Currency  contracts  are  priced  in 
"ticks,"  a  tick  being  the  minimum 
unit  price  change  of  the  underlying 
currency;  as  Big  Board  stocks  move  in 
eighths,  so  currency  options  move  in 
ticks,  tor  mark  options,  a  tick's  value 
is  worth  $6.25  (62,500,  the  number 
of  marks  in  a  contract,  divided  by 
10,000).  Most  option  prices  are 
quoted  in  dollars  and  cents,  although 
mark/yen  ticks  are  quoted  in  yen, 
sterling/mark  ticks  in  marks. 

Philadelphia  options  are  quoted  in 
the  Wall  Street  Journal  and  else- 
where. But  the  prices  may  be  old  by 
the  time  you  see  them.  To  determine 


the  dollar  cost  of  an  option  contract, 
multiply  the  dollar  value  of  each  cur- 
rency tick — as  previously  illustrated — 
by  the  quoted  price  in  ticks.  For  ex- 
ample, one  deutsche  mark  March  56 
put  that  was  quoted  at  0.20  cents,  or 
20  ticks,  would  cost  you  $125.  That's 
simply  $6.25  times  20  ticks. 

One  calculates  the  total  cost  of  the 
options  purchased  by  multiplying  the 
total  number  of  contracts  by  the  dol- 
lar cost  of  each  tick  by  the  number  of 
ticks.  For  example,  100  such  con- 
tracts as  shown  above  would  set  you 
back  $12,500.  Those  100  contracts 
or  lots  would  give  you  control  of  6.25 
million  marks.  That  $12,500  would 
be  the  maximum  amount  you  could 
lose  if  the  options  expire  valueless. 

There  is  one  additional  cost  of 
transacting  a  Philadelphia  option 
purchase,  which  is  the  commission 
to  the  broker.  How  much  should 
commissions  cost?  This  is  clearly  a 
matter  to  negotiate  with  your  bro- 
ker, and  the  final  resolution  will 
likely  depend  on  your  overall  trading 
volume.  The  all-in  cost  for  "round- 
trip"  commissions  (both  buy  and 
sell)  can  range  from  as  high  as  $70 
for  one  option  at  a  full-priced,  retail 
broker  to  as  low  as  $5.50  apiece 
when  dealing  in  large  volumes.  Be- 
cause of  potentially  high  commis- 
sion costs  for  small  transactions,  it 
probably  doesn't  pay  to  deal  in  any- 
thing less  than  eight  to  ten  lots. 

Accounts  are  opened  by  depositing 
initial  capital  in  a  trading  account  with 
a  brokerage  firm.  When  options  are 
purchased,  the  cost  of  the  option  is 
debited  directly  from  the  account  by 
the  broker  one  or  two  days  after  the 
trade  is  made.  If  you  sell  options 
short,  then  the  brokerage  firm  will 
require  that  you  keep  a  margin  depos- 
it with  the  firm.  This  margin  deposit 
protects  the  broker  if  the  trade  goes 
against  you — that  is,  if  the  option  you 
sold  becomes  more  valuable.  The 
amount  of  margin  required  by  the 
broker  for  short  options  will  change  as 
the  option  price  moves  up  or  down. 

In  future  columns,  I  will  discuss 
futures  and  options  on  the  Interna- 
tional Monetary  Market,  as  well  as 
contracts  on  over-the-counter  mar- 
kets. More  information  on  the  Phila- 
delphia currency  option  contracts  can 
be  obtained  from  its  marketing  de- 
partment at  (800)  THE-PHLX.  Hi 
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FORBES  MARKET 


FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


IS  THE  MARKET 
"TOO  HIGH"? 


Is  the  stock  market  now 
headed  for  sizable  gains, 
or  for  another  "free  fall"? 

Before  you  make  any  de- 
cisions to  unload  stocks,  or 
to  buy  more,  or  to  sfand 
pat,  I  urge  you  to  check  at 
once  the  current  status  of 
my  key  market  indicators 
...which  I've  spent  more 
than  30  years  developing. 

These  are  the  indicators  that  enabled  The 
Zweig  Forecast  to  show  a  50.4%  gain  for  the 
"crash  year"  of  1987,  with  a  9%  portfolio  gain  on 
Black  Monday  itself ...  and  that  made  possible 
the  Forecast's  huge  608.7%  gains— with  not 
even  one  down  year— over  the  12  years 
(through  6/92)  since  Hulbert  began  monitoring 
advisory  services.  (Past  results  are  no  guaran- 


MARTIN  ZWEIG 


tee  of  future  performance.) 

Let  me  rush  you,  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  ex- 
actly what  my  key  indica- 
tors are  saying  now.  Plus 
the  unlisted  number  of  my 
telephone  hotline  which 
updates  my  indicator  read- 
ings at  least  three  times  a 
week.  Plus  a  gift  copy  of  my 
book,  "Winning  on  Wall 
Street"  ($20  retail).  Act  to- 
day. Pro  rata  money-back 
guarantee,  of  course. 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9060 

THE  ZWEIG  FORECAST 

PO.  Box  2900,  Wantagh,  NY  11793-0926 


EXTRA  BONUS 


VOICE  MAIL 


FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  JM55t  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you  the 

2000-page  Investors  Reference  Library— Value  Line's  most  recent  Ratings  and  Reports  on 

1700  stocks  and  the  practical  guide  How  to  Invest  in  Common  Stocks.  You  will  also  receive 

analyses  of  about  130  stocks  each  week  for  10  weeks  for$6S  $55.  Available  only  once  every 

years  to  any  household.   SPECIAL  BONUS:  J.K.  LASSER'S  YOUR  INCOME  TAX  1993 

(Retail  price  $14.00).  With  your  subscription  you  will  receive  absolutely  free  J.K.  Lasser's  Yoi 

Income  Tax  1993  (528  pages)  with  •  hundreds  of  money-saving  tips  for  reducing  your  taxes 

complete  instructions  for  preparing  your  tax  return  •  year-round  financial  planning  advice  •  24 

hour  telephone  helpline  •  free  tax  update  supplement  with  forms  for  filing  and  late-breaking  tax 

law  changes.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may 

be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 

name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  216H07)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  for  delivery. 

NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

711  3rd  Avenue 
NY.  NY  10017-4064 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICES 


\**9* 


"BLAST 


VOICE  MAIL 
V*  TELEMARKETING 
♦'CALL  PROCESSING 

Transform  your  PC/XT7AT7386  into  a  multi-line  voice  pro- 
cessing command  center  Inlelligenlly  process  your 
sales,  inquires,  and  messages  Complete  package 

Multi-Line  (voice  solution)       $995 

SINGLE  LINE    Bui  S295 

(Developer/OEM  packages  available) 

VISA— MC—AMEX— COD 
FOR  SALES  OR  INFORMATION 

Call:  1-800-947-4884 

CALL  (510)  S22-38O0  •  FAX   15101  522-5556 
TALKING  TECHNOLOGY,  INC.   ^^= 

1125  ATUNIIC  Avf   'ALAMEDA    CA  91501     /// 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to 

Free  Business  Catalog 

U.S.  (lovernment  Printing  Office 

Office  of  Marketing — Slop  SM 

Washington.  IX.  20401 


BEARISH? 


WE  FIND  COMPANIES  THAT 
HAVE  POOR  BALANCE  SHEETS, 
QUESTIONABLE  ACCOUNTS. 
FINANCIAL  IRREGULARITIES 
AND  WE  SELL  THEM  SHORT 
FOR  OUR  CLIENTS. 

FOR  A  DETAILED  DESCRIP- 
TION OF  OUR  INVESTMENT 
STRATEGY.  OVERALL  PER- 
FORMANCE AND  MANAGED 
ACCOUNT  INFORMATION,  CALL 

1-415-853-0817 

Stockbridge  Partner's  Inc. 
425  Sherman  Avenue 

Suite  220 
Palo  Alto,  CA  94306 

Stockbridge  Partners  is  an  affiliate 

of  the  Feshbach  Brothers. 

MEMBERS  NASD  SIPC 


BUSINESS  OPPORTUNITIES 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  investment  into  that  profitable  lull  ol part 

time  business  you  have  always  dreamed  about! 
An  excellent  home  operated  business'  Books  sell  last  in  stores' 
Al  lairs'  Parties'  Malls'  Or  mail  older . . .  anywhere  there  are 
people.  High  earnings  possible  making  and  selling  our  exciting 
line  ol  personalized  books  (lor  children  &  grown-ups). 
Personalized  audio  tapes  and  stationery  available  also. 

,r£  \     CALL  TODAY!  (214)  248-9100 

^ft  D  (.  K  ENTERPRISES,  INC. 

■A  My  Very  Own  Book. 

^»y  3216  Commander  0'  HOI  Oapi  'I  CanoHton  TX  75006 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


$99 


plus 
state  fees 


Call  toll  free  today:  (800)  877-4224 
CORPORATE  AGENTS.  INC. 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

nCRvistrv       P0  Box 4a4"FB 
1 4* Xar  Wilmington,  DE  19899 

li    htii  800-321-CORP-  302-652-6532 


MBA  Degrees 

through  home  study  in  Marketirl 
Management,  Human  Resourc  , 
Health  Care  Administration,  Inte 
national  Business.  Save  tin! 
effort  and  money  for  AA.  BBAl 
MBA.  Get  the  facts  and  see  | 
yourself.  Call  (800)  477-22J 
Southern  California  University,  2| 
Fashion  Lane-#F,  Tustin  CA  926 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORA 

For  Work.  Lil«  and  Acad. 

Experience  •  No  Claim 

Attendance  Required 

1-800-423-3244 

FAX  (310)  471 -64 

or  ttnd  detailed  resui 

lor  F ree  Evaluation 

Pacific  Western  University 

600  H  Sepulveda  Blvd   Depl  185  Los  Angeles  CA  90 


fORBE 

CLA 


?  I 


tc  1 1 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
|  Credit  lor  work./life  exp.  •  Accrediti 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

|  Dept  879  Mandeville,  LA  70470-40 
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ART  AND  ANTIQUES 


£XACTON-CANVAS  REPLICAS 
of  Masterpiece  paintings  in 
museum-quality,  solid  wood  frames. 
The  Nation's  largest  collection  in- 
cludes Impressionists,  Nauticals, 
Westerns  and  more.  Request  a  free 
color  brochure.  Or,  order  our  92- 
page,  art  book  Catalogue.  $6  (refundable). 
1-800-2-CANVAS,  ext  451 


"So  real  your  friends  will  think  you 
looted  the  Louvre!" 


THE  MASTERS'  COLLECTION 
Drawer  D-498  Somersville,  CT  06072 


WINE  CELLARS 


WINE  CELLARS  by 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  m a'de  in  u  s  a 

FACTORY  DIRECT  TO  YOU  v,sad7scocv7ramx 


MODEL      DESCRIPTION       APPRX  CAPACITY 


Upright 
Upright 
Credenza 
Compact 
Two  Doors 
Fur  Vault 
His  and  Hers 


400 
600 
280 
114 
230 
8  to  10  Furs 
300  bottles  4/5  Furs 


SUGG 
RETAIL 

S2495 
2995 
2695 
1395 
1795 
2995 
3995 


■     Designers' non  wood  model  60  bottle  glass  door  899 


YOUR 

COST 

$1695 

1995 

1795 

995 

1195 

1995 

2995 

659 


Vinotemp  Int'l*  134  W  131st  St  (PO  Box  6161E)  ♦  Los  Angeles,  CA  90061 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719  9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  BE  UNDERSOLD  *CALL  US  FIRST 


FORBES  BINDERS 


8 


!S 

aikel 

SOUK 

ijnti 

■t  t 

m 

IN 

77-2! 

sit 


E  YOUR  COPIES  OF  FORBES 

custom-made  cases 
nders  protect  your  CASE 

Die  copies  from  dam- 

hey  hold  about  half  a 

issues  Made  from  re 

d  board  covered  with 
jr-like  material  in 
ttle  is  hot-stamped 

Binders  have 
al  spring  mechanism 
d  snap-in  rods.  BINDER 

s:1-$7.95    3-S21.95    6-$39.95 
rs:1-$995    3-S27.95     6-S52.95 
R  FROM  Jesse  Jones  Industries,  Depl   FB, 
asl  Erie  Ave..   Phila..   PA   19134    Enclose 
address  (no  P  O.  Box)  &  payment  Add  $1  per 

P&H  Outside  USA  $2  50  per  unit  (US.  tunds 
Pa  residents  add  6%  sales  tax.  Credit  card 
call  1-800-825-6690 (mm  $15).  Please  allow 
weeks  tor  delivery  Satisfaction  Guaranteed. 
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ORBES  MARKET/ 
CLASSIFIED 


To  spotlight  your 

^specialty  product  or 

Service  to  an  affluent 

proven  responsive 

executive  audience: 


,  WRITE,  CALL  OR 
I  AX:  LINDA  LOREN 
■ORBES  MARKET/ 
CLASSIFIED 

60  Fifth  Ave., 
N.Y,  NY  10011 

(212)620-2440 
M2)  620-2472  (FAX) 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


PRESENTATION  EQUIPMENT 


•  16"  to  22"  models  ore  hond- 
crofted  from  solid  mahogany  with 
hondpomted  markings  and  details 

•  Over  160  models'  in  stock 

•  Priced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


PAciric 


W0UDS  HADING  M/UCHS 

Of  FINE 

AEKKCULFTUKS 

U255  North  79th  Streel 

ScoMole  A,rpoA.  AZ  85260 


EDUCATION  &  TRAVEL 


CAMBRIDGE  UNIVERSITY  ENGLAND 


Summer  Programmes 
Teens  15-18  July  1 8-Aug.  7 
Adults  July  31 -Aug.  7 
at  Queens'  College 
800-922-3552  or  312-787-7477 


MISCELLANEOUS  FOR  SALE 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 

-Any  quantity! - 

HOUSE  OF  ONYX 

1  Main  St. ,  Greenville,  KY  42345 

800  +  626-8352  or  FAX  502  +  338-9605 


SHARING 


IS  CARING 


The  most  advanced  pen  sized 

Laser  Pointer  Incredible  Low  Price 

INFINITER 


$72 


Silver  Only 

se.oo 

S&H 


Don't  Lose  Their  Attention!  „ 

p,      ,  .  J...  .  55  Oak  Court  Danville  CA  94526 

Bright  red  laser  dot  lets  your  audience  focus  on  T  ,  510  e20  1763  F    510  820  8738 


your  topic  and  lets  you  direct  the  presentation 

JSii.  S9     Ideal  lor  seminars,  classrooms  and  all  presentations. 


CALL  800-854-6686 


EXECUTIVE  GIFTS 


MtLj  Behold 

^        ^^   THETILLEVHr 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 

WON'T  SHRINK  AND  LASTS. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing. 
(Sir  Edmund  Hillary:  "1  wear  it;  it's  jolly  good 
stuff.")   Refund?   Anytime. 

Ullcy  EnduraMes  18003382797 

3525  Seneca  St.,  West  Seneca,  NY  14224 


ml  our  vflioue  stores  in  Toronto.  Vancouver  Montreal 


GRAND  CHOCOLATE 

PIZZA  TM 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  Gift-Wrapped  Delivery  Available. 
Call  For  FREE  BROCHURE. 

(800H75-R.S.V.P. 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•Forward-tilt 

feature 
•Adjustable 

neck  rest 
•  Built-in  adjustable 

lumbar  support 

To  fit  individuals  from  5'2"  up  to  6'6" 


BackSaver  call  1-800-251-2225 

I  ix  24  hrs.  l-800-4*.V%09 

53  Jeffrey  Ave.oFME.  Holliston.  NL\  01746 


TICKETS 


Global  Ticket  Service 

Concerts,  Sports,  Theatre-Nationwide 


Superbowl-lndy-Derby-  Masters-Final  4- 
NBA-NFL- Phantom,  Miss  Saigon-Daytona- 
Big  East,  All  Bowl  Games-College  Football 
Tour  Packages  and  Air  Tickets  Available- 
Amex-Buy-Sell-Since  1971  -Visa 
Call  800-753-2871 /Fax:  609-795-4939 
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Inside  job 

Analyst  Timothy  Curro  of  New 
York's  UBS  Securities  covers  the  stocks 
of  independent  oil  and  gas  compa- 
nies. From  the  beginning  of  the  year 
through  Sept.  30,  the  16  stocks  Curro 
officially  followed  were  up,  unweight- 
ed, an  average  17.4%.  Alas,  in  Octo- 
ber they  dropped  6.5%  and  continue 
to  be  weak. 

Luckily,  Curro  put  either  sell  or 
hold  recommendations  on  more  than 
half  his  group  around  the  top.  He 
knew  he  was  in  good  company. 

Curro  is  a  careful  reader  of  Vickers 
Weekly  Insider  Report,  which  tracks 
insider  buying  and  selling  in  shares  of 
public  companies.  The  data  show  that 
when  it  came  to  the  stocks  of  gas 
producers  and  pipeline  companies, 
between  late  July  and  mid-September 
insider  sellers  far  outnumbered  insid- 
er buyers.  At  29  companies,  there 
were  61  sales  and  just  3  purchases. 
Companies  where  there  has  been  sig- 
nificant selling  include  Burlington 
Resources  (recent  NYSE  price,  40%), 
Louisiana  Land  &  Exploration 
(34%),  Noble  Affiliates  (17%)  and 
Amex-listed  Parker  &  Parsley  (14%). 

Curro  notes  that  in  both  1990  and 

1991  the  stocks  of  independent  gas 
producers  peaked  between  August 
and  October,  subsequently  tested 
those  highs  during  the  rest  of  the  year 
but  never  quite  reached  them,  and  by 
the  following  spring  had  dropped,  on 
average,  by  about  25%.  Curro  thinks 

1992  is  following  suit.  If  he's  right, 
there  will  be  good  buying  opportuni- 
ties come  spring. 

Eurogloom 

After  seven  fat  years  of  profiting 
from  the  dollar's  weakness — it  fell  by 
over  50%  against  European  currencies 
from  the  time  of  the  1985  Plaza  Ac- 
cord— American  investors  who 
bought  European  stocks  must  now 
face  up  to  very  slim  prospects.  Since 
hitting  new  lows  this  summer,  the 
dollar  has  rebounded  15%  against  the 
German  mark  and  the  French  franc, 
and  even  more  against  the  Italian  lira 
and  the  British  pound.  Most  money 
managers  in  Europe  look  for  the  dol- 
lar to  appreciate  another  10%  to  15% 
over  the  next  year. 

To  make  money  in  European 
stocks,  U.S.  investors  will  have  to  find 
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shares  that  will  rise  faster  than  the 
dollar.  This  is  a  tough  proposition 
given  Europe's  recession.  Stock  mar- 
kets in  Germany,  Italy,  Spain,  Den- 
mark, Austria,  France  and  Sweden  are 
off  15%  to  30%  (in  local  currency 
terms)  since  spring,  and  down  even 
more  from  record  highs. 

Switzerland  and  the  U.K.  have 
bucked  the  trend;  so  far  in  1992  those 
markets  are  up  16%  and  9%,  respec- 
tively. Why?  In  part  because  for  many 
major  Swiss  and  British  companies,  a 
sizable  portion  of  their  sales  and  in- 
come comes  from  U.S.  operations. 
The  greater  a  company's  reliance  on 
Europe,  the  weaker  its  share  price  is 
likely  to  be.  Predicts  Mark  Howdle, 
chief  European  investment  strategist 
at  J. P.  Morgan  Securities  in  London: 


"The  coming  year  will  be  one  of 
outright  recession  for  Europe." 

As  global  investors  sell  European 
stocks  and  buy  U.S.  stocks,  the  dollar 
will  get  an  extra  impetus. 

A  related  reason  that  the  dollar  may 
strengthen:  Interest  rate  differentials 
between  the  U.S.  and  Europe  will 
probably  shrink.  Three-month 
deutsche  mark  deposits  are  now  pay- 
ing 9%,  some  5.5%  higher  than  dollar 
short  rates.  But  German  short-term 
rates  will  probably  fall  by  three  per- 
centage points  over  the  next  year. 
Meanwhile,  U.S.  short  rates  have  al- 
ready begun  to  rise. 

Will  lower  interest  rates  boost  stock 
prices,  as  happened  in  the  U.S.?  May- 
be not:  Except  for  the  British,  Eu- 
rope's consumers  and  companies  car- 
ry far  less  debt  than  Americans;  lower 
rates  won't  free  up  much  cash  for 
spending. 

Still,    there    are    some    potential 


bright  spots.  Several  of  Germany' 
banks  and  insurance  companies — n( 
tably  Commerzbank,  Dresdner  Bar 
and  Munich  Re — stand  to  benelft.nun* 
most  from  a  cut  in  Bundesbank  len<   nvarv  1 
ing  rates.  If  the  French  governmei    are^f 
swallows  its  pride  and  devalues  th  m^ 
franc  against  the  mark,  that  could  giv  ether. 
a  welcome  boost  to  such  companies  a  tu^ 
Peugeot,   Michelin   and   Thomson  Vt'll^i 
CSF,  all  of  which  compete  against  Ger  nvcr  -h 
man  companies.  And  if  Great  Britai    ?  i 
can  drag  itself  out  of  a  recession  that  i  ore  u'a; 
now  entering  its  third  year,  then  loo  c conipa 
at  big  retailers  Sainsbury,  Marks  &rc 
Spencer  and  Tesco — all  likely  to  benj  igs  tor : 
efit  as  Britons  begin  shopping  again  ydw^ 
Among    those    companies    earninj  nb 
much  of  their  money  in  the  U.S.,  anc  icati> 
so  standing  to  gain  from  the  dollar';  Sabou 
rise,  are  pharmaceutical  makers  Glaxc  1,  ? 
and  Wellcome;  both  companies  hav<  jnaiini 
American  Depositary  Receipts  thai  use  >i 
trade  on  the  Big  Board.  [diva 

-Peter  Fuhrmaij  cs  pubh. 

yiK 
BWIP'sapip 

Speaking  of  the  dollar,  one  U.S.  firm  t  share 
with  a  lot  of  overseas  business  tha  [about 
isn't  being  terribly  hurt  by  the  green  r 
back's  strength  is  $440  million  (esti mtv  :. 
mated  1992  sales)  bwip  Holding,  Inc  k  Io 
Long  Beach,  Calif-based  bwip  make;  mt ,w 
pumps  and  seals  for  the  petroleum  it  no  rr 
chemical  and  power  industries.  (I|nfc,  no 
also  has  a  small  military  contracting  uhaic 
business,  less  than  10%  of  sales.)         ingi 

Last  year  Western  Europe  generati  S4  and  i 
ed  about  21%  of  sales  and  16%  o  nub' 
profits;  other  foreign  regions,  15?  I'nderu 
and  23%,  respectively.  But,  notes  ana  pnd  T 
lyst  Mark  Hassenberg  of  Donaldso; 
Lufkin  &  Jenrette,  the  rising  doll 
isn't  a  big  problem  because  twoi 
thirds  of  bwip's  overseas  sales  are  d 
nominated  in  dollars. 

Hassenberg  also  likes  bwip's  ba 
ance  sheet.  Excess  cash  is  being  use 
to  trim  long-term  debt,  which  will  b 
down  to  about  30%  of  capital  by  yeai 
end.  And  the  company  sold  6.3  mi 
lion  shares  earlier  this  year  at  $24.5 
apiece.  Recent  o-t-c  price:  26% 

Hassenberg  expects  bwip  to  eai 
$1.85  a  share  in  1992  and  $2.05  nd 
year.  He  sees  15%  compound  earn 
ings  growth  over  the  next  three  to  tiv 
years.  If  he's  right,  the  stock  sells  l< 
13  times  his  1993  estimate.  There  aj 
24.3  millon  shares. 


Forbes  ■  December  7,  199 


\} 


?31 


hent; 

id 

rami 

M 

irnsot 
stQf 
Britain 
i  thai 

1)  1(11 


agai 
arnii 


mises,  promises 

zing  bken  badly  burned  by  a  lot  of 
ich    initial    public    offerings    in 
2,  many  investors  are  understand- 
'  wary.  Yet  some  biotech  compa- 
are  desperate  for  equity.  To  bring 
ctant  buyers  and  motivated  sellers 
ether,  Wall  Street  has  come  up 
i  a  new  gimmick. 
She'll  explain  by  way  of  example, 
iver-based  Cortech,  Inc.  hopes  to 
3  million  shares  to  the  public 
ore  year- end  at  about  $8  a  share. 
:  company  doesn't  have  any  com- 
lr^  k  rcial  products  but  plans  to  develop 
°mi  tgs  for  the  treatment  of  inflamma- 
y  diseases  like  asthma  and  lupus, 
n  its  offering  prospectus,  Cortech 
n  icates  that  the  stock  should  trade 
%  above  that  $8  offering  price,  or  at 
2,  by  mid- 1994.  Here's  the  mar- 
shal ing  gimmick:  If  the  stock  doesn't 
xage  $12  or  more  for  40  consecu- 
days  during  the  1 8  months  after  it 
MM|ss  public,  shareholders  will  get  up 
half  a  share  of  additional  stock  for 
:h  share  they  already  own.  The  idea 
o  hand  out  enough  new  stock  to 
e  shareholders  paper  worth  $12 
-  about-to-be-issued  share.  For  ex- 
ple,  if  the  stock  gets  only  to  $10, 
ireholders  will  get  a  fifth  of  a  new 
;  Ini  ire.  (To  keep  things  simple,  we're 
h  ving  aside  the  matter  of  dilution.) 
it  no  matter  how  low  the  stock 
des,  no  more  than  one -half  of  a 
w  share  will  be  distributed  for  every 
isting  share.  Thus  if  Cortech  drops 
$4  and  investors  get  a  50%  distribu- 
c  >n,  they'll  have  paper  worth  $6. 
Underwriters  for  San  Diego- based 
gand    Pharmaceuticals    Inc.    have 
oked  up  a  similar  deal.  The  compa- 
lolla'  intends  to  make  drugs  based  on 
two  nrnones,  but  it  currently  has  $21 
illion  of  accumulated  losses  and  no 
les.  Ligand  plans  to  go  public  this 
ar  by  selling  3  million  shares  at  $11 
apiece.  The  prospectus  promises  that 
illb  Ligand  stock  doesn't  appreciate 
vear3%  to  25%  a  year  in   1993   and 
mil  994 — that  would  put  its  price  at 
4.5(  6V2  come  late  1994 — the  company  is 
rfering  investors  up  to  about  half  a 
camare   of  additional  stock  for  each 
nei  lare  already  held. 
aro  What  are  these  promises  worth? 
ilivfot  much.  If  the  companies  bomb, 
•.foivestors  will  end  up  with  worthless 
t  aikper.  A  few  shares  more  or  less  won't 
ter.  -ReedAbelson     MM 
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The  longer  they  hibernate  -  the  more  powerful  they  become.  The 
prudent  investor  buys  while  the  market  is  correcting  and  is  there 
when  stocks  rise. 

Anyone  who  studies  the  charts  knows  that  the  Berger  100  Fund 
and  the  Berger  101  Fund  have  achieved  an  impressive  record.  More 
important  is  the  investment  philosophy  behind  these  numbers. 
Please  call  for  a  prospectus  and  study  it  carefully  before  investing. 

Berger  Associates,  Inc.  •  (800)  333-1001 
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1-800-888-9896 

Call 

FORBES  SUBSCRIBER 

SERVICE 

To  Change  Your  Address  Or 

Order  A  New  Subscription 

^  (Allow  4-6  weeks  for  Address  Change. 

Please  quote  subscriber  number  on  address  label 

of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name 


New  Address . 


City 


State 


Zip. 


JA9X41 


NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $52 

□  3  Years  (81  issues)  $104 
In  Canada,  1  year  $90  Can. 

International,  add  $67  to  U.S.  annual  rate. 

Forbes 

P.O.  Box  10048 
Des  Moines,  IA  50340-0048 


If  you  like  the  Trib 

when  you're 

travelling,  why  not 

get  it  at  home? 

Now  the  International  Herald 
Tribune  offers  same  day 
delivery  in  many  U.S.  cities. 

For  your  daily  international 
briefing  -  with  features  on 
travel,  fashion,  global 
investing  and  much,  much 
more,  call  us  toll  free: 

1-800-882-2884 
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AN  OPPORTUNITY  TO  GIVE  YOUR 
FAMILY  SOMETHING  PRICELESS 


A, 


Jl  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1%  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


Price  subject  to  change  without  notice 


Name 


Address 


City/State/Zip 
Telephone 


T 


Forbes  Lake  of  the  Ozarks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


or  phone  81 6/438-2801  70Z3 


Obtain  the  Property  Report  required  by  Federal  law  and  read  It  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property  Equal  ( 
Opportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  01  on. 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  froi  i 
Cristo  Ranches.  NYA88  178 
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more  things  change . . ." 
years  ago  in  Forbes 

jiMTHE  ISSUE  of  Dec.9,  1922) 
1914,  when  the  World  War  start- 

|  the  currency  circulation  of  Ger- 

ly  was  less  than  2  billion  marks.  In 

!8,  at  the  time  of  the  armistice,  it 
less  than  17  billion.  In  a  recent 

kk  the  increase  was  65  billion,  and 
week  before  59  billion.  At  the 

sent  rate  the  daily  increase  is  more 
5  times  the  total  issue  at  the 

inning  of  the  war." 

Midwest  publisher  who  finds  it 

essary  to  attend  many  conventions 

s  Prohibition  ...  is  interfering  se- 

bsly  with  such  gatherings.   Too 

ny  men,  he  declares,  are  rebels  at 

rt.  They  are  perfectly  willing  to 

rict  others  but  object  to  being 

icted  themselves,  and  because  of 

s  they  are  a  bit  immoderate.  Men 

o  never  carried  flasks  in  pre -Vol - 

d  days  carry  them  now.  A  private 

If  for  their  friends  is  considered  by 

Tie  business  concerns  a  good  atten- 

nt  to  a  convention." 

years  ago 

^om  the  issue  of  Dec.  1,  1932) 
he  panic  of  fear  has  subsided. 
)rmal  processes  get  under  way. 
adually  we  see  again  the  genius  of 
:  American  people  come  to  the  fore, 
forts,  systematic  and  gigantic,  have 
en  started  and  are  now  beginning  to 
>rk.  Almost  the  whole  community 
cms  banded  together,  determined, 
st  of  all,  each  man  to  help  his  fellow, 
termined  that  no  one  shall  perish 
)m  lack  of  food  or  shelter." 
-Morgan  partner  Thomas  Lamont 


Itimate"  service  station,  opened  in 
j'ashington,  D.C.  in  1932,  was  a  block 

ig  and  had  everything— car  washes, 
lent  removers,  wheel  aligners,  squeak 

Sectors  and  42  gasoline  pumps. 


"Since     time     began,     man     has 

breathed  the  air  as  nature  supplied 
it — dust,  germs,  fumes  and  all,  hot  or 
cold,  dry  or  oppressively  humid,  fresh 
or  stale — and  has  only  made  the  effort 
to  keep  a  moderate  indoor  tempera- 
ture in  winter,  hoping  that  nature 
could  successfully  cope  with  all  the 
other  factors  of  discomfort  and  dis- 
ease. To  meet  this  universal,  and  obvi- 
ous, yet  long-neglected  need,  a  mam- 
moth industry  is  now  in  the  making — 
Air-  Conditioning. ' ' 


25  years  ago 

(From  the  issue  of  Dec;  1, 1967) 


50 


years  ago 


'From  the  issue  of  Dec.  1,  1942] 


Way-out  World  War  II  substitute- 
wooden  automobile  tire. 


"American  industry  today  is  faced 
with  a  crucial  manpower  shortage. 
Meanwhile,  there  are  a  quarter  of  a 
million  unemployed  Negroes.  Every 
tenth  person  in  this  country  is  a  Ne- 
gro— 13  million  of  them.  Over  5  mil- 
lion are  of  employable  age.  At  least 
700,000  are  trained  for  skilled  or 
white-collar  work.  Yet  20%  (over  1 
million)  are  unemployed  or  underem- 
ployed. Why? 

"There  are  two  major  reasons:  (1) 
Many  labor  unions  are  discriminating 
against  colored  workers.  (2)  Many 
employers  refuse  to  hire  them." 

"Nylon  raincoats  and  shower  cur- 
tains are  slated  for  the  postwar  world, 
says  Du  Pont.  Rust-proof  nylon  win- 
dow screens  will  also  enter  the 
home.  .  .  ." 


Classical-style  swimming  pool  at  W.R. 
Hearst's  San  Simeon  estate. 


"With  tangible  assets  well  over  the 
$500  million  mark,  approaching  $1 
billion  in  the  estimatable  future,  The 
Hearst  Corp.  is  today  possibly  the 
largest  privately  held  corporation  in 
the  country,  and,  in  the  opinion  of  at 
least  two  New  York  banks,  is  in  the 
strongest  financial  condition  in  its 
history.  It  has  its  problems,  but  dying 
off  is  not  one  of  them.  Indeed,  the 
major  problem  the  corporation  faces 
currently  is  what  to  do  with  its  embar- 
rassment of  riches." 

10  years  ago 

(From  the  issue  of  Dec.  6, 1982) 
"Detroit  will  find  little  cheer  in  a  new 
survey  of  used  car  sales  by  Hertz,  the 
rent-a-car  people,  its  second  since 
1979.  More  and  more  Americans,  for 
example,  are  joining  the  ranks  of  those 
who  have  never  bought  a  new  auto- 
mobile (31%  today,  vs.  23%  in  1979). 
Worse,  owners  are  driving  less  and  will 
cut  their  mileage  even  further." 

"The  Soviet  Union  can,  when  it 
makes  a  supreme  effort,  build  giant 
dams,  steel  mills  and  missile  launch- 
ers. It  rebuilt  a  shattered  country 
twice — after  the  Revolution  and  after 
World  War  II.  But  it  cannot  provide 
the  little  amenities  of  civilized  life, 
because  it  ruthlessly  suppresses  the 
economic  vitality  and  spontaneity 
that  would  produce  them."  ■■ 
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Get  them  to  call  you  by  your 
first  name.  This  works  in 
business  and  industry  as 
well  as  in  politics.  Do  you 
suppose  Governor  Smith  of 
New  York  would  have  rolled 
up  a  record-breaking  vote 
had  he  not  been  "Al"  to 
everyone  .  .  .?  "Mr.  Smith" 
would  have  had  no  pulling 
power  as  "Al"  has.  .  .  . 
Nobody  talks  about  "Mr. " 
Ford.  To  the  home  folks  he 
is  "Hen, "  and  to  the  rest 
of  us  he  is  "Henry. " .  .  . 
Roosevelt  didn't  invite 
being  called  "Teddy"  even 
by  his  closest  associates, 
but  he  was  "Teddy"  or 
"T.R. "  to  us  just  the  same, 
just  as  Lincoln  was  "Abe" 
in  his  day  and  generation. 


-B.C.  Forbes 


When  I  was  young  I 
looked  like  Al  Capone, 
but  I  lacked  his  compassion. 
-Oscar  Levant 

Both  sides  of  a  question 
do  not  belong  to  the  poor 
old  question  at  all,  but 
to  the  opposing  views 
which  bedevil  it. 
-Henry  S.  Haskins 

I  believe  that  God  felt 
sorry  for  actors  so  he 
created  Hollywood  to  give 
them  a  place  in  the  sun  and 
a  swimming  pool.  The  price 
they  had  to  pay  was  to 
surrender  their  talent. 
-Sir  Cedric  Hardwicke 

Why  shouldn't  things 
be  largely  absurd,  futile 
and  transitory?  They  are  so, 
and  we  are  so,  and  they 
and  we  go  very  well 
together. 
-George  Santayana 


A  Text ... 

< 

The  Lord  is  my  shepherd; 
I  shall  not  want.  He  maketh 
me  to  lie  down  in  green 
pastures:  he  leadeth  me 
beside  the  still  waters. 
He  restoreth  my  soul:  he 
leadeth  me  in  the  paths 
of  righteousness  for 
his  name's  sake. 
-Psalms  23:1-3 


Sent  in  by  Nancy  Mattison, 
Rhinelander,  Wis.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Accept  ever\'  blind  date  you 
can  get,  even  with  a  girl 
who  wears  jeans.  Maybe  you 
can  talk  her  out  of  them. 
-Abigail  Van  Buren 

The  only  way  to  eliminate 
unemployment  is  to  eliminate 
unemployment  benefits. 
-Philip  Larkin 

It  is  human  nature  to  think 
wisely  and  act  foolishly. 
-Anaiole  France 

I  have  taken  more  out  of 
alcohol  than  alcohol  has 
taken  out  of  me. 
-Winston  Churchill 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


Children  aren't  happy  with 

nothing  to  ignore, 
And  that's  what  parents 

were  created  for. 
-Ogden  Nash 

Zest  is  the  secret  of 
all  beauty.  There  is  no 
beauty  that  is  attractive 
without  it. 
-Christian  Dior 

Illusion  is  always  based 
on  reality,  for  its 
strength  depends  upon 
its  fit  with  the  desires, 
fears  and  experiences 
of  countless  humans. 
-John  P.  Grjer 

Life  is  a  gamble  at  terrible 
odds;  if  it  was  a  bet  you 
wouldn't  take  it. 
-Tom  Stoppard 

The  gratification  of  a 
thoughtless  pleasure  soon 
evaporates;  the  pleasure  of 
a  gratifying  thought 
never  ends. 
-Cullen  Hightower 

The  British  churchgoer 
prefers  a  severe  preacher 
because  he  thinks  a  few 
home  truths  will  do  his 
neighbors  no  harm. 
-George  Bernard  Shaw 

The  light  that  a  man 
receiveth  by  counsel  from 
another  is  drier  and  purer 
than  that  which  comet  li 
from  his  own  understanding 
and  judgment,  which  is  ever 
infused  and  drenched  in 
his  affections  and  customs. 
-Fran<  is  Ba<  on 

When  you  leave  New  York, 
you  are  astonished  at 
how  clean  the  rest  of 
the  world  is.  Clean  is 
not  enough. 
-Fran  LEBOWITZ 
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Reducing  your  company's  loss  costs.  This  is  one  of  the  vital  areas 
where  The  Travelers  focuses  its  resources. 

With  an  emphasis  on  helping  our  customers  prevent  accidents 
and  claims. 

An  emphasis  on  accelerating  claim  response  time  while  managing 
the  quality  and  cost  of  medical  care. 

And  an  emphasis  on  getting  employees  back  to  work  quickly. 
This  helped  one  customer  decrease  the  number  of  lost  work  days 
by  40%. 

Furthermore,  our  innovations  in  self-insurance  and  deduct- 
ibles have  helped  our  customers  save  more  than  $185  million 
over  the  last  three  years. 

When  you  choose  The  Travelers,  you  choose  a  company 
whose  national  accounts  organization  was  ranked  "best  in 
service"  in  two  consecutive  surveys  by  a  major  indepen- 
dent broker. 

A  company  that  consistently  achieves  a  96% 
retention  rate  among  its  large  commercial  accounts. 
And  a  company  that's  written  over  $208  million 
in  new  business  in  the  first  two  months  of  1992  alone. 
We  combine  a  proven  commercial  lines  success 
record  with  128  years  of  experience  and  quality 
customer  service. 

That's  lowering  commercial  insurance 
v     costs  The  Travelers  Way. 


jjp***' 


The  Travelers  Insurance  Company 
and  its  Affiliates,  Hartford,  CT06 
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Hollywood's 
Hottest  Couple 

Technology  and  glamour 
step  out  as  Tinseltown 
goes  digital 


Coach 
Bill  Walsh 

lays  out  his 
game  plan  for 
I  fast  companies 


BURLlNGAtoE 

NOV  2  5  1992 
LIBRARY 


George  Gilder 

steps  "Into  the 
Fibersphere"  and 
sees  the  future 

Bill  Gates, 
jJohnSculley 

I  tell  all  (almost) 

Plus 

I  Are  you  a  high 
\IQ  company? 

The  Mormon 
Conquest 

I  Virtual 
[Corporation 


THERE'S  NOTHING 

LIGHTWEIGHT  ABOUT  THIS 

3%  POUND  NOTEBOOK. 


At  just  over  3.5  lbs,  the  Dell*  320SLi  offers  features  and  functions  usually  reserved  for  systems  twice  its  weight. 
So  call  and  order  one  today.  At  this  price,  it  shouldrit  he  a  heavy  decision. 


You're  not  the  only  one  workmg 

late.  Dell's  toll- free  support  Imes  are 

now  open  6AM  to  midnight  euer\ 

day.  There's  also  nationwide  on-site 

service  and  a  24-hour  TechFax  line  A- 


DELL  MAKES 
FORTUNE  500. 


"On 


Comes  with  everything  you  need  to 

run  even  the  most  hardcore  software: 

MS-DOS'5.0,  Micmsoft*Windowsni3.1, 

Lotus'  Organizer  and  a  keyboard  mouse. 


That's  not  all 
you'll  find  in  here. 
There's  room  for  a 
modem,  coprocessor, 
120  MB  hard  drive 
anduptolOMB 

of  RAM. 


$2,149 

LEASE  O:  S80/MONTH 


Your  hands  dorit  get  smaller  just  because  your 

computer  does.  So  Deli  gave  the  320SLi  a  full 

85-key  keyboard,  including  sfK'aal  town  naugation 

/ce>s  m  the  familiar  mverted-T  layina. 


D0LL 

800-627-3355 

WHEN  CAIUNG,  PIEASE  REFERENCE  41CAM2 

HOURS  7AM  9PM  CT  MON-FRI.  8AM  4PM  CT  SAT.  10AM  3PM  CT  SUN 

IN  CANADA,  CAU  800  668  3021   IN  MEXCOCITY,  250-71 1  I 
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We  call  it  a  notebook,  but  it's 

actually  smaller.  Just  7W  x  1 1" and 

only  I  'A"  thick.  So  you  might  actually 

be  able  to  fit  some briefs  inyout briefcase. 

Maybe  even  a  sandwich  or  two. 


This  small  number  gets  you  all  these  big  numbers: 

20  MHz  i386"SL  processor,  2  MB  of  RAM,  60  MB  hard  dnve. 

VGA  Reflective  (9.5','  640x480)  LCD,  external  3.5"  floppy 

dnve  and  up  to  4  hours  of  wrrk  from  the  NiMH  battery. 
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"How's  the  new  proposal?" 


"Finished'.' 


"Cmon,  the  research  alone. . '.'    "That  was  the  easy  part'.'  I 


"Easy!  I  hope  it's  right!' 


"The  client  said  we  nailed  it'.' 


'You  already  turned  it  in?" 


"Days  ago.  We  were  first'.' 


'Hey  are  we  talking  some  kind  of  secret  weapon  here?" 


Information— complete,  precise,  up- 
to-the  minute.  It's  your  most  powerful 
business  tool.  Find  exactly  what  you 
need  to  know  fast  in  Dialog,®  the  worlds 
first  and  largest  electronic  library.  We 
offer  over  40Q  diverse,  detailed  data- 
bases readily  accessible  online  via 
computer  and  modem,  many  even 


The  answer  is  in  Dialog. 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industry. 


1-800-3-DIALOG 


Outside  U.S.,  415-858-3785.  Fax  415-858-7069. 


Dialog  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worldwide  company  data,  market 
data,  patents  and  trademarks,  techni- 
cal articles,  current  news.  From  D&dB, 
S&dP,  Reuters,  Teikoku,  McGraw-Hill, 
Knight-Ridder,  and  many  other  sources, 
many  updated  daily,  even  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 

991  Dialog  Information  Services,  Inc .,  3460  Hillview  Avenue,  Palo  Alto,  California  94304.  All  rights  reserved.  DIALOG  is  a  servicemark  of  Dialog  Information  Services,  Inc.,  Registered  US.  Patent  and  Trademark  Offic. 
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trisel  is  an  international  leader 
llistributing  computer  products 
1  services  to  computer  resell 
I.'  But  we  really  offer  all  kinds 
solutions  to  our  customers. 

"Take 
IIX.®  Here 
an  incred 


SPEARHEADS  MOVE 
INTO  UNIX  RISC. 


based    superservers,    advanced 
RISC  technology,  their  massive 
service  organization.  And  Digital 
is  truly  committed  to  open  com- 
puting. Their  membership  in  the 
ACE      stan- 
dards   initia- 
tive proves  it. 


growth  opportunity.   Our 
lellers  wanted  into  the  mar- 
but  they  were  nervous.  Ts 
phe  right  choice?  What  kind 
support  will  I  get?' 

"That's  when  we  turned  to 
Igital.  For  their  terrific  product 
that  ranges  from  powerful 
irkstations   to    Intel®/UNIX- 


"Digital  helped  make  the 
move  into  this  market  as  easy  as 
possible.  With  Digital,  we  could 
offer  customers  new  technology 
that  works  with  what  they 
already  have.  That  set  up  our 
resellers  for  success.  And  when 
they  grow,  we  grow." 

Digital  and  its  third  party 


suppliers,  like  Merisel,  provide 
companies  with  complete  solu- 
tions for  complex,  multi-vendor 
environments.  With  products 
like  our  Network  Application 
Support  (NAS)  software, 
Digital  solutions  are  designed  to 
meet  today's  needs  and  tomor- 
row's demands,  because  they're 
based  on  international  standards. 
To  learn  more  about  how 
Digital  can  open  your  company 
to  new  ways  of  doing  busi- 
ness, call  1-800-DEC-INFO, 
ext.  92.  Or  contact  your  local 
Digital 
sales  office. 
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System  Laboratories,  Inc.  For  information  on  becoming  a  reseller  or  applications  provider  call  1-800-343-4040  and  ask  for  extension  PARTNER.  EB-Y0319-97 


Forbes  ASAP 


December  7,  1992 


m 


Columns 


Editor's  Letter:  From  Business 
to  Hyperbusiness — Or  Else! 
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technology,  the  choice  is 
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be  last.  By  Rich  Karlgaard 
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Meets  the  Toady 
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software  could  help  the 
office  brown-noser  push 
the  envelope  of  servility. 
By  Owen  Edwards 


Quick  Studies 

27 
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Or,  How  National  ISDN  Can  Open 
A  New  Era  Of  Communications  ForYou. 

The  benefits  of  a  new  digital  public  network,  National  ISDN,  will 
soon  be  made  available  to  you  by  your  local  telephone  company 
and  AT&T.  Using  our  technology,  the  telcos  already  offer  central 
office  based  solutions  like  advanced  voice  services,  PC  screen 
sharing  and  image  communications.  National  ISDN  represents 
an  industry-wide  agreement  to  digitize  the  public  network  based 
on  open  standards,  so  you'll  soon  be  able  to  get  the  same  high 
quality  service  wherever  you're  located.  If  you're  evaluating  your 
current  network  or  forecasting  capital  investment,  it  makes  more 
sense  than  ever  to  talk  to  your  local  telephone  company.  And 
find  how  much  more  they  can  do  for  you. 

AT&T  and  Your  Local  Phone  Company 
Technologies  For  The  Real  World. 


*%  The  thing  about  personal  computers  is,  they're  personal.  Given  a  choice,  some  people  will  choose  DOS, 
while  others  will  choose  Windows.  The  good  news  is,  personal  preferences  don't  have  to  interfere  with  office 
productivity,  c^  WordPerfect"  users  are  free  to  work  the  way  they  work  best  and  still  share  documents  with 
colleagues  (or  clients  and  spouses)  who  work  differently.  Because  different  though  WordPerfect  for  DOS  and 
Windows  are,  they  share  an  identical  file  format.  So  the  documents  are  interchangeable  without  conversion, 
without  reformatting,  and  without  exception.  i£o  .It's  word  processing  that  just  about  everyone  can  agree  on. 

WordPerfect 
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Editor's    Letter 


By    Rich    Karlgaard 


From  Business  to 
Hyperbusiness . .  .Or  Else 


Welcome  to  Forbes  ASAP.  Think  of 
us  as  hired  interpreters  for  the  most 
turbulent  period  in  business  history.  We 
are  entering  an  era  that  will  bring  about 
more  fundamental  change  in  the  way 
we  do  business  and  in  the  business  we 
do  than  the  Agricultural  Revolution 
and  Industrial  Revolution  combined. 
Overstated?  Ponder  the  evidence. 

During  the  last  15  years,  99  per- 
cent of  the  world's  computer  power 
has  moved  from  mainframes  to  desk- 
tops. The  Soviet  Union  and  IBM  sud- 
denly realize  that  a  command-and-con- 
trol  structure  doesn't  work  anymore, 
"so  they  follow  the  same  survival  strat- 
egy and  break  up  into  separate 
republics.  Disinflation  curiously  per- 
sists in  the  West,  despite  deep  inter- 
est-rate cuts.  Within  a  few  years  the 
U.S.  savings  and  loan  system  takes  a 
major  hit,  and  the  stock  market  falls 
508  points  in  one  day — yet  the  econ- 
omy does  not  slip  into  a  1930s-style 
depression.  The  richest  man  in  Amer- 
ica dropped  out  of  Harvard  to 
sell  code  embedded  in  mag- 
netic plastic  disks.  He  suc- 
ceeds a  man  who  built  a 
$45  billion  retail  empire  by 
knowing  exactly  what  sells 
on  every  shelf  in  every 
store  in  America.  America 
is  poised  to  blow  the  Japan- 
ese HDTV  industry  away  even 
though  practically  dead 
in  the  TV  industry 
today.  The  most  impor- 
tant entertainment 
mogul  in  America  is  a 
physics  Ph.D.  One  of 
the  most  profitable  ," 
American  banks  pro- 
motes an  Information 


The  Information 
Age  is  splitting  the 
world  in  two.  On 
the  winning  side  will  be 
"fast"  companies.  At 
every  turn,  they  will  use 
information  as  the 
increasingly  powerful, 
amazingly  cheap 
weapon  it  is.  The  losers 
will  never  catch  up. 


Systems  manager  to  president. 

What  do  these  events  have  in  com- 
mon? Oddly,  they  all  are  the  direct 
result  of  the  fact  that  transistors  now 
cost  less  than  one-millionth  of  a  cent 
and  are  heading  toward  one-bil- 
lionth of  a  cent  by  the  end 
of  the  decade.  If  you  want 
to  know  what  the  Informa- 
tion Age  is  all  about,  that  is 
it.   When  it  becomes  that 
cheap  to  use  computers,  you 
will.  Rather,  you  must.  Or  die. 
The  arrival  of  the  Informa- 
W[  tion  Age  is  splitting  the  world 


in  two.  On  the  winning  side  will 
be  "fast"  companies  that 
embrace  the  new  para- 
digm.   Winners    in    the 
Information  Age  will  be 
evident  by  their  supreme 
ability  to  liberate  human  cre- 
ativity, create  customized 
products,  streamline  distrib- 


ution, get  closer  to  the  customer  and 
cut  costs.  Most  evident  will  be  their 
speed.  These  new  fast  companies  will 
rapidly  pull  away  from  slower  com- 
petitors. Clueless  slow  companies  will 
never  recover  their  breath  or  their 
market  share. 

Now  the  fun  part — delivering  a  sup- 
plement that  is  as  good  as  this  new 
era  demands.  We  start  with  a  bias 
toward  top  writers.  George  Gilder  is 
no  stranger  to  Forbes  readers.  The  best- 
selling  author  of  Wealth  and  Poverty, 
Microcosm  and  Life  After  Television 
has  a  special  treat  for  us.  In  "Into  the 
Fibersphere,"  Gilder  sneak  previews  a 
chapter  of  his  forthcoming  book,  Tele- 
cosm,  showing  how  fiber  optics  and 
other  technologies  will  change  com- 
munications forever....  Candid  inter- 
views with  technology  leaders  are 
another  ASAP  staple.  This  time,  we 
visit  the  two  most  powerful  people  in 
desktop  computing,  Microsoft's  Bill 
Gates  and  Apple's  John  Sculley ....  In 
the  ASAP  world,  clever  technology  use 
is  equal  to  inventing  the  products.  No 
industry  is  changing  as  fast  as  movies 
and  entertainment,  and  Robert  X. 
Cringely  s  cover  story  tells  readers  what 
happens  when  computers  and  Holly- 
wood meet.  As  Sony's  Mickey  Schul- 
hof  says  on  page  50:  "information  is 
everything  we're  about!"...  Why  are 
some  technology  regions  successful? 
Richard  Rapaport  divines  the  secrets 
of  the  Salt  Lake  City  area  in  his  arti- 
cle, "Mormon  Conquest."...  Readers 
will  recognize  Bill  Walsh,  the  spectac- 
ularly successful  football  coach  who 
joins  ASAP  as  a  columnist.  Walsh  draws 
parallels  between  coaching  football  and 
managing  in  the  age  of  hyperbusiness. 

After  you  read  ASAP,  tell  us  what  you  think.  Fax  me  at 
415-637-1987,  or  reach  me  on  MCI  Mail:  rkarlgaard. 


Forbes  ASAP 


As  they  say,  its  all  in  the  genes.  Introducing  the 
.ThinkPad"  from  IBM. The  slickest,  sleekest  little 
number  that  ever  crunched  one.  A  mere  seven-and- 
a-half  pounds  of  brains  and  beauty  that  begs  you  to 
take  it  anywhere.  And  once  you  own  one,  that's  exactly 
what  you'll  do. 


•All  this  in  only  11.7."- 


Introducing 


ThinkPad 

The  top -of- the -line  ThinkPad  700C  sports  a 
screaming  486  SLC™  25  MHz  processor.  But  it's  built  for 
comfort  too.  There's  a  surprisingly  roomy  interior, 
with  a  full-size,  ergonomically  designed  keyboard.  And 
a  screen  that  literally  bends  over  backwards. 

Strategically  placed  on  the  keyboard  is  a  little  red 
spot  called  theTrackPoint  1 1?"  It  does  what  a  mouse  would 
do  with  a  few  million  more  years  of  evolution.  Nothing 
dangles;  it's  part  of  the  soul  of  the  machine.  You  can 
operate  it  with  one  fingertip.  And  it  lets  you  think  on 
any  terrain,  even  one  without  any  flat  surfaces. 

The  ThinkPad's  screen  is  a  thing  of  almost  aching 
beauty.  Its  640  X  480  VGA  resolution  is  sharper  than 
that  of  many  desktop  computers.  It  displays  256  colors. 
And  it's  the  biggest  screen  on  any  notebook.  So  it's  very 
easy  on  the  eyes. 

The  ThinkPad  comes  standard  with  things  some 
other  notebooks  don't  even  offer  as  options.  Like  4MB 


'Depending  on  usage  and  configuration  "MSRP  Dealer  prices  may  vary  ^Warranty 
information  available  from  the  Personal  Systems  HelpCenter  or  an  IBM  authorized  dealer 
700T  warranty  is  available  in  USA  and  Canada  only  ttln  Canada,  call  1  800  465-7999 
IBM  is  a  registered  trademark  and  ThinkPad,  HelpWare,  HelpCenter.  SLC  andTrackPomt  II 
are  trademarks  of  International  Business  Machines  Corporation.  PRODIGY  is  a  registered 
trademark  of  Prodigy  Services  Company  ©  1992  IBM  Corp. 
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The  whole  thing  weighs  only  7.6  pouno 
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Reasons  To  Buy  ThinkPad 
-TrackPoint  II 
-TFT  Color  Display 
-  IBM  486  SLC  Processor 
-Removable  Hardfile 
-Expandability 
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of  memory  upgradable  to  16MB.  120MB  of  hard  disk 
spaee.  Pre-installed  DOS  5.0  and  PRODIGY.  You  can 
soup  it  up  with  a  turbo-eharged  486SLC2  50/25  MHz 
processor — just  one  of  the  upgrade  products  IBM 
offers.  And  the  hard  disk  is 
removable,  so  it's  easy  to 
upgrade  and  share  your 
ThinkPad,  not  to 
mention  the  great 
security  and  virtu- 
ally unlimited 
storage. 

ThinkPad  blows 
the  doors  off  its 
competition  in  an 
even  more  surprising 
arena.  Price.  Any 
ThinkPad  in  the 
line  will  give  you  more 
for  your  money — and  for 
your  psyche — than  any  other 
notebook. 

If  you  have  questions  along  the  way,  ThinkPad 
Models  700C  and  700  are  supported  by  HelpWare™ 
an  invaluable  service  package  that  includes  a  three -year 
international  warranty? 


ThinkPad 

Model  700C 

Model  700 

Processor 

486  SLC/25  MHz 

486  SLC/25  MHz 

Display 

10.4"  Active  Matrix 
256-Color  Screen 

9.5"  Monochrome  Display 
64  Grayscale  Screen 

Battery  Life* 

2-4  Hours 

3.8-7.5  Hours 

Weight 

7.6  Lbs.  with  Battery 

6.5  Lbs.  with  Battery 

Warranty 

3  Years  (International) 

3  Years  (International) 

Price** 

$4,350 

$2750 

For  more  information  or  an  IBM  authorized 
dealer  near  you,  call  our  Personal  Systems  HelpCenter" 
24  hours  a  day,  7  days  a  week  at  1  800  772-2227.++ 

Then  just  park  one  in  your  lap  and  see 
what  happens. 
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CLARiiON* 


eralds  new 

faster,  smaller, 
open  storage 

systems,  for  a 

price  that  hits 

the  right  note! 

CLARiiONfrom  Data  General-the  faster,  smaller, 

UNIX®open  storage  systems  that  connect  toIBM,  SUN,  HP,  UNISYS  and  ICL 

for  a  price  that's  music  to  your  ears! 

Computer  companies  everywhere  have  been  making  a  lot  of  noise  lately  about  UNI  X'open  storage  systems. 
The  problem  is  that's  all  they've  been  making-noise!  At  Data  General,  we've  gone  quietly  about  our  business 
and  have  actually  created  remarkable  open  storage  systems  called  CLARiiON.  And  CLARiiONis  one  call 
everyone  should  heed  because  CLARiiON  connects  to  the  UN  I X  systems-based  IBM  RS/6(XX), 
SUN  SPARCserver  600  series,  HP  9000-800  series,  UNISYS  U6(XX)  series  and  ICL  DRS  6000. 
Its  RAID  technology  vastly  increases  the  storage  capacity  and  high  availability  of  these  systems. 
And  CLARiiON  does  it  all  for  a  price  dial's  so  low  it  will  lit  right  m^^ 
with  the  rhythmol  yourbudget  (as  well  as  under  your  desk)!       ^k 
24  BILLION  BYTES    Soifyouwant  uninterrupted  data  access,  data  loss  protection,   M  O^f^  C  e*rtf*ra\ 

IN  2.7  SQ.  FT!  low-cost  data  redundan  y  and  increased  disk  performance,       M  iBMwf      k  w,  I  \ 

all  of  which  you  can  maintain  yourself,  M  W  jg^Jfii 

think  CLARiiON  and  call  1-800-DATAGHN  ^  ^^   's'" 
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Game    Plan 


By    Bill    Walsh 


Fast  Companies 
and  Football 


"Boldness  is  the  outstanding  military 
quality....  We  must  imbue  the  force 
from  camp  follower  and  private  to  the 
commander-in-chief. " 

— Karl  von  Clausewitz,  On  War 

I  have  spent  my  adult  life  studying  the 
dynamics  of  organizing  people  to 
achieve  a  goal  in  the  face  of  the  most 
severe  circumstances.  In  practice,  I 
have  been  successful  on  many  occa- 
sions, and  failed  on  others. 

That's  what  coaching  football  is  all 
about.  But  this  process  of  organizing, 
leading,  enduring  setbacks  and  ulti- 
mately succeeding  lies  at  the  heart  of 
every  profession,  be  it  business,  gov- 
ernment or  the  military.  My  goal  in 
writing  for  Forbes  ASAP  is  to  explore 
that  common.ground,  submitting  to  the 
reader  what  I  have  learned  about 
building  a  winning  team.  I  do  this  in 
the  belief  that  what  I  have  learned  will 
be  of  great  use  to  others  in  their  pro- 
fessional careers. 

Thirty-five  years  as  a  coach,  from 
high  school  to  professional  football, 
have  convinced  me  that  coaching  a 
football  team  is  like  running  a  busi- 
ness— only  more  so.  By  this  I  mean 
that  when  one  looks  behind  the  box 


Organizing,  leading, 
enduring  setbacks 
and  ultimately  suc- 
ceeding lies  at  the  heart 
of  every  profession,  be  it 
business,  the  military  or 
football.  My  goal  in 
writing  for  ASAP  is  to 
explore  that  common 
ground,  submitting  to 
the  reader  what  I  have 
learned  about  building  a 
winning  team. 


scores,  the  idolization  by  fans  and  the 
identification  by  home  cities,  the  daily 
operation  of  a  professional  team  is  that 
of  a  company  in  microcosm — but  a 
company  under  extreme  stress  at  every 
point  and  operating  at  lightning  speed. 
Professional  football  is  a  business 
where  the  mean  age  of  the  participants 
is  only  26,  yet  many  earn  more  than 
the  president  of  the  United  States; 
where  the  life  cycle  of  the  sole  prod- 
uct (the  team  that  takes  the  field)  is, 
at  most,  20  weeks;  where  employees 
of  vastly  different  backgrounds  and 
educations  must  work  side  by  side 
under  conditions  of  complete  trust; 
where  every  nuance  of  every  decision 
and  action  is  under  intense  scrutiny  by 
millions  of  people;  where  debilitating 


physical  injuries  can  occur  to  key  indi- 
viduals at  any  moment;  where  failure 
is  complete  (there  is  no  Chapter  11 
protection)  and  victory  is  reserved  for 
only  a  single  competitor;  and  where 
one's  fate  may  be  decided  by  the 
physics  of  a  tipped  pass.  In  other 
words,  it  offers  a  first-glimpse  analo- 
gy of  the  fast  corporations  that  soon 
will  dominate  the  world's  economy. 

Because  of  that,  I  believe  that  a 
football  team  can  serve  as  a  test  bed 
for  the  new  business  model.  Just  as 
companies  simulate  the  long-term 
effects  of  wear  on  their  products  by 
subjecting  them  to  extreme  environ- 
mental forces,  so  a  football  team,  with 
its  stopwatch  timing  and  dangerous 
physical  environment,  can  serve  as  a 
model  for  organizing  and  running  a 
successful  fast  corporation. 

This  analogy  between  coaching  a 
football  team  and  managing  a  busi- 
ness (or  directing  a  government  agency, 
or  running  a  law  firm)  is  not  only 
accurate  but  extraordinarily  complex. 
This  is  particularly  true  with  young, 
fast-moving  industries.  Stanford  Uni- 
versity, where  I  coach  and  teach,  is 
the  birthplace  of  Silicon  Valley,  where 
high-technology  companies  are  built 
almost  daily.  Within  these  new  start- 
ups, the  comparisons  with  coaching 
football  are  quite  compelling.  The  short 
career  life  span,  the  heavy  dependence 
on  key  talent,  the  rapid  turnover  and, 
unfortunately,  the  limited  job  security 
of  the  top  executive  are  shared  bur- 
dens of  the  entrepreneur  and  the  foot- 
ball coach. 

The  comparison  works  with  mature 
companies  too.  Every  new  product  has 
its  season.  A  company  must  set  a  pre- 
cise goal  and  then  develop  a  long-term 
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strategy  to  reach  it.  At  the  same  time, 
as  the  program  progresses,  tactics  must 
change  and  contingencies  must  be 
developed  to  meet  unexpected  twists 
and  turns.  The  sales,  marketing  and 
management  teams  must  be  held 
together,  their  spirits  kept  high  and 
their  efforts  coordinated  for  maximum 
effect.  This  takes  leadership,  manage- 
ment and,  as  the  great  military  strate- 
gist Karl  von  Clausewitz  says,  "the 
utmost  of  care." 

My  suggestion  that  a  football  team 
is  a  compressed  version  of  a  cor- 
poration may  sound  unusual.  In  fact, 
it  provides  a  third  leg  to  a  triangle  of 
analogy  among  football,  business  and 
warfare  begun  many  years  ago. 

Certainly  the  notion  that  football  is 
like  warfare  has  become  a  tired  tru- 
ism. One  need  only  look  at  a  play 
chart  to  find  in  the  pattern  and  move- 
ment of  the  Xs  and  Os  parallels  to  the 
movement  of  troops  and  weaponry. 
There  is  even  historical  support:  in 
1940,  Clark  Shaughnessy.  then  coach 
at  Stanford,  changed  football  forever 
with  his  invention  of  the  T  formation. 
Shaughnessy's  breakthrough — which 
converted  football  from  a  game  of  field 
goals  to  one  of  touchdowns — grew  out 
of  his  studies  of  the  German  blitzkrieg 
into  France  and  the  writings  of  Gen- 
eral Heinz  Guderian  (he,  too.  studied 
von  Clausewitz). 

In  fact,  the  connection  between  mil- 
itary theory  and  football  is  the  basis 
for  my  interest  in  the  Civil  War.  On 
my  vacations  I  walk  the  battlefields 
and  study  the  brilliant  tactics  of  Lee 
at  Fredericksburg  and  the  merciless 
strategy  of  Grant  in  the  wilderness.  I 
learn  from  McClellan  that  the  most 
efficient  organization  is  worthless  if 
improperly  applied.  In  the  last  few 
years.  I've  even  taken  to  giving  away 
copies  of  On  War  by  von  Clausewitz 
to  friends  in  professional  football. 

I  also  give  On  War  to  my  business 
friends  because  its  theories  of  tactics, 
strategy,  organization  and  preparation 
for  contingencies  are  equally  valid  in 
corporate  life.  Equating  business  to 
warfare  isn't  new  either — remember 
the  popularity  of  the  17th-century 
samurai  manual,  A  Book  of  Five  Rings 
by  Miyamoto  Musashi.  a  few  years 
ago? 

In  both  sports  and  business,  how- 
ever, you  can  easily  go  too  far  with 


the  warfare  analogy.  Neither  a  foot- 
ball game  nor  a  new  product  sales 
campaign  is  anything  like  a  pitched 
battle.  Real  war  is  murderous,  bloody 
and  destructive  of  everything  in  its 
path.  The  parallels  among  sports,  busi- 
ness and  warfare  exist  only  at  bottom, 
in  a  shared  philosophy  of  competition 
and  struggle  toward  victory.  In  prac- 
tice, they  have  much  less  in  common. 

On  the  other  hand,  the  analogy 
between  football  and  business  holds 
great  promise  because  the  two  disci- 
plines share  much  in  application. 
Every  company  must  build  a  complete 
infrastructure  in  a  short  amount  of 
time  in  order  to  bring  a  successful 
product  to  market— in  the  face  of 
competition,  internal  struggles,  out- 
side scrutiny  and  environmental  forces 
beyond  our  control. 

The  analogy  grows  even  stronger 
when  one  speaks  of  the  new  fast  com- 
panies. You  could  even  go  so  far  as 


individuals;  and  how  it  works  to  pro- 
vide a  service  so  compelling  that  it 
keeps  customers — fans — loyal  for 
decades.  The  crucial  difference  is  that 
professional  sports  has  been  doing  it 
for  years,  whereas  the  corporate  world 
has  just  arrived. 

As  you  remodel  and  streamline  your 
companies  for  the  new  competitive 
era,  one  of  the  hazards  you  face  is 
that  there  are  very  few  corporate 
examples  of  how  to  proceed.  Thus,  for 
years  to  come  you  will  likely  be  fly- 
ing blind,  not  knowing  if  the  choices 
you  made  will  be  invigorating  or  fatal. 
In  dealing  with  that  unknown,  you  will 
surely  cast  about  for  help  from  busi- 
ness school  case  studies,  magazine  arti- 
cles, consultants  and,  I  suggest,  even 
the  most  unlikely  nonbusiness  sources, 
such  as  football,  for  ideas  and  support. 
The  purpose  of  this  column  is  to 
start  that  dialogue  now  instead  of  wait- 
ing for  the  heat  of  battle.  If  you  accept 


As  you  remodel  and  streamline  your  compa- 
nies for  the  new  competitive  era,  one  of  the 
hazards  you  face  is  very  few  corporate 
examples  of  how  to  proceed.  Thus,  for  years  to 
come  you  will  likely  be  flying  blind,  not  knowing 
if  the  choices  you  make  will  be  invigorating  or 
fatal.  Let  me  suggest  a  most  unlikely  nonbusiness 
-football — for  ideas  and  support. 


source- 


to  argue  that  many  of  the  new  busi- 
ness techniques — delegation  of  author- 
ity to  line  employees,  flexible  use  of 
technology  to  improve  productivity, 
quick  reaction  speeds  and  chief  exec- 
utives functioning  as  strategists  and 
tacticians — have  longstanding  parallels 
in  my  profession. 

Even  when  you  talk  about  some 
of  the  attributes  of  the  new  corpo- 
rate models,  you  see  considerable 
precedent  in  the  organization  of  pro- 
fessional sports  organizations:  for 
example,  how  an  NFL  team  functions 
in  an  interrelated  network  that 
extends  from  the  league  offices  and 
the  ownership  right  through  to  the 
team  staff,  stadium  management  and 
retailers:  how  it  is  constructed  of  sub- 
teams  of  highly  trained  and  adaptive 


this,  or  at  least  have  an  open  mind, 
then  I  have  much  to  share  with  you 
about  constructing  an  organization, 
dealing  with  competition  and  coping 
with  sudden  change.  On  the  other 
hand,  if  you  don't  quite  believe  me, 
turn  on  the  television  this  weekend 
and  see  if  you  don't  recognize  your 
employees  in  those  uniforms,  your 
company  in  the  ebb  and  flow  of] 
offense  and  defense,  and  yourself  as 
that  anxious  coach  pacing  the  sidelines. 

Bill  Walsh  is  the  head  football  coach 
at  Stanford  University.  Previously  he 
was  a  color  commentator  on  NBC  for 
college  and  professional  football.  Ihu 
ing  the  1980s,  Walsh  coached  the  San 
Francisco  4°ers  to  three  Super  How! 
wins. 
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I  Remember  Ma* 


T 

T'S  BEEN  OVER  10  years. 

But  I  remember  clearly  when 
jHLyou  could  get  all  your  telephone 
equipment  support  from  a  single  company. 
Whatever  else  it  was,  it  sure  was  secure 


David  Potter,  CEO 
Source,  inc. 


But  in  the  90's,  the  manufacturers  are 
falling  all  over  each  other  to  get  out  of 
the  product  support  business.  Their  hot 
button  is  selling  new  equipment. 

So  who  do  you  call? 

Meet  your  new  phone  company:  SOURCE. 
And  welcome  back  the  security  of  added-value 
product  support. 

The  security  of  fast  parts  replacement.  All 

makes,  all  jnodels  from  SOURCE'S  huge 
computer-tracked  inventory  of  over  25,000 
different  units. 

The  security  of  SOURCE  quality.  Millions 
invested  in  lab  facilities  and  technical  staff 


\%SOURCE 

Should  be 
a  Name  that 
Rings  a  Bell 
withYoiL 


THE  PHONES 


The  Source  Solution  lo  Modem  Telecom  Mjiugtment 


Call  today  for  your  free  copy  of 
How  to  Save  the  Phones  in  the  90's. 

1*800*624*6348 


back  our  industry's  strongest 
warranty. 

The  security  of  SOURCE 
professionals.  On  hand  24  hours  to 
keep  your  system  up. 

All  that,  plus  SOURCE'S  objectivity 
that  comes  with  being  an  independent. 

It's  no  wonder  that  big  volume  telecom 
departments  and  service  companies  rely 
on  SOURCE  inventory  and  barcoding  to 
save  on  warehousing  costs. 

Why  is  SOURCE  doubling  in  size  every  three 
years?  Because  we  remember.  We  remember 
who  we're  in  business  to  serve. 


SO,  NOW  WE  CAN  all  forget  about  Ma.  Just 
you  remember  there's  only  one  SOURCE.  For  all 
the  bells  and  whistles. 


Save  the  Phones! 
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Attention  All  dBASE 
Useis:¥)iEV\todcw 

Have  Arrived 


CA-dBFast 


Introducing 
new 

CA-dBFast.™ 
The  first 
and  only 
dBASE™ 
compatible 
database  and 
dBASE/X-Base  language  for 
Windows.  It's  the  fastest, 

19    9    2 

smartest  and  easiest  way  it  ti 
for  millions  of  users  and 
developers  to  join  the 
Windows  revolution. 

Graphical,  colorful  CA-dBFast 
will  bring  new  life  to  all  of  your 


100 

WINDOWS 


Your  applications  will  really  come  to  life 
with  multiple  colors  andjonts. 

existing  dBASE  programs. 

Liven  them  up  with  multiple, 
movable  windows,  pull-down 
menus,  checkboxes,  dialog  boxes, 
radio  buttons,  push  but- 
tons and  bitmap  pictures. 

CA-dBFast  also  helps 
you  create  new  dBASE 


Ml(  Kosoi  I 
WlNIXJWS, 

(OVII'Mlllll 


Messenger  Tracking  System 


File     Dispatch     Customer     Receipts     Reports     Manifests     Help 


CA-dBFast  helps you  create  powerful,  graphical  database  applications  quickly  and  easily  with 
pull-down  menus,  check  boxes,  radio  buttons  and  even  bitmap  images. 


programs  quickly  and  easily 

Unlike  other  Windows  devel- 
opment systems  that  force  you  to 
learn  a  new  language,  CA-dBFast 
allows  dBASE,  Fox  and  Clipper 
developers  to  use  the 
language  they 
already  know  with 
more  than  200 
extensions  and  an 
interactive  editor,  compiler  and 
linker. 

And  full  industry  standard  DDE 
and  DLL  protocols  allow  your  pro- 
grams to  communicate  with  other 


COMPUTERWORID 


Free 

Demo  Disk 


Windows  applications. 

So  call  1-800- 
CALLCAI  and  we'll 
rush  you  a  free 
Demo  Disk. 

Call  right  now. 

After  all,  haven't  you  waited 
long 
enough? 


Ill  SI    I'ltll    I     I'l  KIOKMXM   I 


(Computer 
jHssociates 

Software  superior  by  design. 


CA-dBFast 


©  Computer  Associates  International,  Inc.,  One  Computer  Associates  Plaza,  Islandia  NY  11788-7000.  l-800CALLCAI.dBASEisaregisteredtrademarkorBorlanillniiiiuiiion.il 
Inc.  All  trade  names  referenced  herein  are  trademarks  of  their  respective  companies. 


Bionomic    View 


By    Michael    Rothschild 


How  to  Be  a 
High  IQ  Company 


Natural  disasters  offer  a  certain 
soothing  security.  Once  a  great  hur- 
ricane, like  Andrew  or  Iniki,  has  spent 
its  fury,  we  know  that  life  will  return 
to  normal.  Homes  are  rebuilt.  Busi- 
nesses reopen.  Kids  go  back  to  school. 
However  severe  the  devastation,  a  dis- 
aster is  temporary,  a  momentary  aber- 
ration from  the  comforting  familiarity 
of  daily  routine. 

But  there  are  events,  both  in  nature 
and  in  the  economy,  whose  power 
dwarfs  the  great  natural  disasters. 
These  are  catastrophes  of  such  stu- 
pendous might  that  they  change  the 
course  of  life  itself.  After  such  a  cat- 
aclysm, there  is  no  going  back  to  the 
way  things  were,  because  that  way  of 
life  is  gone  forever. 

Consider  the  meteorite  and  the 
microchip.  Just  months  ago,  a  team  of 
scientists  at  the  University  of  Califor- 
nia at  Berkeley  finally  confirmed  that 
a  huge  meteorite  triggered  nature's  last 
great  extinction.  On  one  otherwise 
lovely  afternoon  65  million  years  ago, 
a  hunk  of  rock  about  six  miles  wide 
slammed  into  the  northern  tip  of  Mex- 
ico's Yucatan  Peninsula.  The  crash  left 
a  crater  110  miles  across,  spewed 
debris  into  the  upper  atmosphere  and 
probably  set  off  an  episode  of  volcanic 
eruptions  whose  gas  and  dust  blotted 
out  the  sun*  for  many  months.  When 
the  skies  finally  cleared  and  daylight 
returned,  the  dinosaurs,  along  with 
most  of  the  plants  and  animals  they 
had  lived  among,  were  gone.  After  125 
million  years  of  normalcy,  a  highly 
evolved  global  ecosystem  was  erased. 

Mass  extinctions  aren't  all  bad,  how- 
ever. After  nature  presses  her  cosmic 
reset  button,  clearing  the  planet  of 
most  established  competitors,  the  game 


Too  many  business 
leaders  and  policy- 
makers fail  to 
grasp  the  magnitude  of 
the  microchip  cataclysm. 
They  assume  today's 
economic  turbu- 
lence is  just 
another  "natural 
disaster. " 


of  evolution  can  begin  again 
And  among  the  survivors  of 
the  earth's  most  recent 
encounter  with  a  giant 
meteorite  were  a  few 
lowly  rodentlike  mam-  •- 
mals,  unremarkable 
but  for  their  rela- 
tively large  brains.  In 
time,  these  ancient 
mammals  blossomed 
into  an  enormous  variety 
of  species  that  took  over  niches  vacat- 
ed by  the  dinosaurs.  A  drastically  dif- 
ferent ecosystem — the  one  we  now 
inhabit — evolved  atop  the  ecological 
rubble  left  by  that  meteorite. 

Thanks  to  the  microprocessor,  or 
computer-on-a-chip,  that  "crashed" 
in  Silicon  Valley  in  1971,  much  the 
same  process  of  mass  extinction  and 
rebirth  is  now  under  way  across  the 
economy.  The  market  value  of  indus- 
trial species,  such  as  steel  and  autos, 
which  dominated  the  economic  land- 


scape of  the  Machine  Age  has  been 
overtaken  by  Information  Age,  species 
like  software  and  telecommunications. 
At  an  ever-accelerating  pace,  the 
microprocessor's  impact  is  radically  and 
permanently  transforming  the  global 
economic  ecosystem. 

Far  too  many  business  leaders  and 
policymakers  fail  to  grasp  the  magni- 
tude of  this  cataclysm.  They  assume 
today's  economic  turbulence  is  just 
another  economic  "natural  dis- 
aster," like  the  OPEC  oil 
embargo,  the  1987  stock 
market  crash  or  the  rise 
of  Japan.  Instead  of  com- 
pletely reshaping  their 
organizations  to  survive  in 
a  profoundly  new  economic 
ecosystem,  they  assume  that 
they  can  weather  the  storm. 
They  hope  that  "normal" 
economic  life,  the  way 
things  were  in  the  final 
days  of  the  Machine 
Age,  will  return. 
But  there  is  no 
going  back.  In  the 
greatest  burst  of  cre- 
ative destruction  since 
the  Industrial  Revolution, 
the  highly  evolved  Machine  Age 
economic  ecosystem  is  being  smashed 
flat  and  replaced  by  organizational 
forms  and  economic  species  never 
before  seen.  Only  those  who  appreci- 
ate the  nature. of  this  profound  his- 
torical transition  and  understand  its 
implications  for  competitive  strategy 
and  organizational  design  will  be  able 
to  exploit  the  vast  opportunities  opened 
up  by  the  microchip  extinction.  The 
rest  will  be  among  its  many  victims. 
Evidence  of  this  shift  is  everywhere. 
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General  Motors  and  IBM,  probably  the 
two  greatest  organizations  of  the 
Machine  Age,  have  been  humbled  by 
smaller,  nimbler  rivals  like  Honda, 
Mazda,  Microsoft  and  Sun  Microsys- 
tems. Today  both  giants  are  tearing 
themselves  apart  in  desperate  efforts 
to  adapt  to  the  emerging  Information 
Age  ecosystem. 

From  Moscow  to  Armonk,  hierar- 
chical bureaucracies — the  command- 
and-control  central  nervous  systems  of 
large  Machine  Age  organizations — are 
being  ripped  out.  In  1971  America's 
top  500  industrial  firms  accounted  for 
22  percent  of  all  nonfarm  jobs.  Today 
they  employ  fewer  than  10  percent  of 
nonfarm  workers.  While  big  compa- 
nies shed  3.5  million  employees  dur- 
ing the  1980s,  a  new  breed  of  small, 
quick,  microchip-equipped  firms  cre- 
ated 20  million  new  jobs. 

Among  large  firms,  powerful  but 
plodding  behemoths  are  being  out- 
competed  by  highly  decentralized  com- 
panies, whose  superior  organizational 
intelligence  allows  them  to  respond 
quickly  and  precisely  to  unexpected 
shifts  in  technologies  and  markets.  Suc- 
cessful Information  Age  companies, 
such  as  Johnson  &  Johnson  and  Dow 
Corning,  are  flattened  networks  of 
smaller,  independent  organizations  that 
share  little  more  than  a  bank  account 
and  a  corporate  logo. 

With  human  creativity  expanded 
and  time  compressed  by  the 
microchip's  powers,  market  windows 
open  and  shut  in  the  blink  of  a  cor- 
porate eye,  making  organizational 
speed  and  agility  far  more  valuable 
than  size  and  strength.  Motorola,  for 
instance,  must  now  cope  with  cellular- 
phone  product  life  cycles  that  have 
shrunk  to  six  months.  And  as  the 
microchip's  vortex  of  accelerating 
change  sweeps  across  the  economy, 
companies  in  all  fields  are  being  forced 
to  become  quicker  and  more  flexible. 

Ironically,  even  as  executives 
attempt  to  adapt  their  operations  to 
the  Information  Age,  too  many  are 
doing  so  with  concepts  borrowed  from 
the  Machine  Age.  Consider,  for  exam- 
ple, the  buzzword  du  jour:  reengi- 
neering.  Like  most  of  the  management 
jargon  we've  inherited  from  pre- 1971 
days,  reengineering  implies  that  com- 
panies work  like  machines,  that  man- 
aging a  company  is  more  like  manip- 


ulating a  static  mechanism  than  nur- 
turing a  living  organism.  But  what 
organization  is  like  a  machine?  Do 
machines  grow?  Can  machines  evolve 
and  adapt  to  a  changing  competitive 
environment? 

The  problem  with  reengineering  is 
not  that  its  message  is  wrong.  It  always 
makes  sense  to  simplify  business' 
processes  and  increase  efficiency.  But 
by  labeling  this  advice  reengineering, 
its  proponents  imply  that  managers  can 
design  optimal  solutions  even  as  new 
technology  keeps  redefining  the  prob- 
lems. However  efficient  a  reengineered 
order-entry  process  is  today,  you  can 
be  sure  it  will  be  outmoded  in  a  cou- 
ple of  years.  Is  it  any  wonder  that,  as 
proponents  readily  admit,  70  percent 


For  an  executive 
determined  to  raise 
the  company's  IQ, 
the  basic  lessons  are 
plain  enough. 
Intelligence,  whether  in 
humans  or  in  machines, 
emerges  from  communi- 
cation among  processors 
arranged  in  massively 
parallel  networks. 


of  all  reengineering  campaigns  fail?  In 
a  time  of  accelerated  evolution,  stat- 
ic, mechanical  fixes  simply  won't  do. 
Instead,  executives  must  learn  to  cre- 
ate organizations  that  continuously 
adapt  to  the  latest  turns  in  markets 
and  technologies.  Unlike  the  dinosaurs 
that  were  doomed  to  extinction  by  the 
shock  of  that  meteorite,  intelligent 
organizations  can  consciously  adapt 
themselves  to  the  consequences  of  the 
microchip.  The  more  intelligent  the 
organization,  the  better  its  chances  of 
survival  and  growth. 

Unfortunately,  no  one  yet  knows 
precisely  how  to  raise  a  company's  IQ. 
Even  thinking  about  companies  as 
intelligent  social  organisms — one  aspect 
of  the  bionomic  perspective — is  quite 
new.  Nonetheless,  ideas  borrowed  from 


studies  of  human  intelligence  and 
advances  in  supercomputer  design  offer 
some  intriguing  clues. 

For  example,  we  now  know  the 
basic  architecture  of  the  human  brain. 
Its  100  billion  neurons  are  linked  by 
100  trillion  connections  into  a  stag- 
geringly complex  network.  No  single 
neuron  or  group  of  neurons  accounts 
for  intelligence.  Instead,  intelligence  is 
what  biologists  call  an  emergent  prop- 
erty: a  phenomenon  that  emerges  out 
of  the  incessant  communication  among 
100  billion  network  nodes. 

The  quest  for  artificial  intelligence 
began  with  a  much  different  architec- 
ture. Built  around  a  single,  blindingly 
fast  central  processor,  each  new 
machine  relied  on  an  even  faster 
processor  to  outperform  its  predeces- 
sors. But  eventually,  several  designers 
concluded  that  no  single  processor, 
regardless  of  its  speed,  could  ever  com- 
pute fast  enough  to  cope  with  hugely 
complex  problems,  such  as  weather 
modeling.  Today,  clusters  of  desktop 
workstations  are  being  linked  into  mas- 
sively parallel  networks  that  function 
as  virtual  supercomputers.  By  mimic- 
king the  brain's  massively  parallel 
architecture,  these  new  information 
processors  are  beginning  to  take  on 
the  characteristics  of  intelligence. 

For  an  executive  determined  to 
raise  his  or  her  company's  IQ,  the  basic 
lessons  of  these  findings  are  plain 
enough.  Intelligence,  whether  in 
humans  or  in  machines,  emerges  from 
communication  among  processors 
arranged  in  massively  parallel  networks. 
If,  instead  of  neurons  and  micro- 
processors, network  nodes  are  indi- 
viduals and  teams,  then  the  organiza- 
tion's intelligence  depends  on  the  speed 
and  clarity  of  the  communication  flow- 
ing among  its  workers. 

The  old  central  processor  organi- 
zation, with  the  CEO  sitting  atop  the- 
corporate  hierarchy  making  all  the 
important  decisions,  is  finished.  It 
worked  well  enough  in  the  Machine 
Age.  But  now  that  the  microchip  has 
so  radically  accelerated  the  pace  of 
change,  too  many  business  variables 
are  in  play  at  the  same  time,  and  prob- 
lems are  far  too  complex  tor  even  the 
most  brilliant  CEO. 

Michael  Rothschild  is  president  of  the 
Bionomics  Institute,  Stin  Rafael,  (  alii. 
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Business  equipment  has  become  a  necessary 
part  of  everyday  business,  The  thinking  was  to  i 


make  easy-to-useousiness  tools  that  were  power- 
ful enough  to  make  people  more  productive  and 
businesses  more  competitive. 


Leadership.  The  third  in  a  series. 
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Hie  execution  was  innovativi 


We  started  by  researching  the  productivity  needs  of  the  business  com- 
munity. The  results  were  innovative  technologies  which  fulfilled 
those  needs.  Our  efforts  were  focused  on  improvements  to  existing  busi- 
ness products,  and  then  progressed  to  our  creating  entirely  new  product 
categories  as  well.  This  is  why  today  Canon  is  the  number  one  business 
choice  for  copiers,  color  copiers  and  plain  paper  facsimiles. 

One  of  the  earliest  problems  our  research  and  development 
engineers  tackled  was  the  need  for  businesses  to  have  better  looking 
copies.  As  a  company  with  a  long  history  of  expertise  in  optics, 

it  came  as  no  surprise  that 
our  research  team  developed 
new  ways  to  insure  unsur- 
passed copy  quality. 
The  New 


Our  engineers  didn't  stop  with  just  improving  high-volume  cop 

Systems,  they  also  nrheCanonFCMpersonalcopier.TbeFCMl 

improved  OUT  best  1    &*  pC  ^QL  for  copying  up  to  legal-sm)  ft 

Selline  line  of  DerSOnal       m  mSt  ^mce^  ^-cartridge  system,  requires  no  wxA 
.  ^  time  and  am  even  turn  itself  off  when  you  forget  to. 

copiers.  For 


years  Canon  A 


The  Canon  FAX-L775.  It's  everything  you've  come  to 
expect  from  Canon.  A  plain  paper  fax  with  superior 
imaging  technologies  for  unmatched  text  and  graphic  reproduc- 
tion, and  higher-volume  productivity. 


Process  (NP)  system,  which  incorporated  our  Toner  Projection 
Development  System,  was  one  of  the  first  steps  in  creating  our  innovative 
NP  line  of  copiers  to  provide  crisp,  clear  copies.  But  we  quickly  realized 
that  copy  quality  was  only  one  part  of  the  improvements  businesses  need- 
ed. The  next  goal  was  to  insure  that  our  high-volume  copying  systems 
were  reliable,  efficient  and  easy  to  use,  too.  A  goal  that  has  been  perfected 
in  The  Corporate  Line  of  high-volume  NP  Copiers  from  Canon. 

To  ensure  The  Corporate  Line  copiers  stay  up  and  running,  we  uti- 
lize our  patented  Amorphous  Silicon  Drum.  This  Canon  innovation  can 
last  more  than  twice  as  long  as  conventional  copier  drums,  based  on  copy 
volume,  so  scheduled  maintenance  goes  down.  And  since  productivity  is 
just  as  important  as  reliability,  The  Corporate  Line  also  has  incredibly  fast 
first  copy  speeds  so  short  runs  are  more  efficient,  and  offers  the  largest 
paper  capacities  in  the  industry,  so  users  will  spend  less  time  at  the  copier 
and  more  time  working.  You  can  find  all  these  innovative  features  in  The 
Corporate  Line  copying  systems,  featuring  the  NP  6060  and  the  NP  9800. 
It's  breakthroughs  like  these  which  have  helped  make  Canon  copiers  the 


recognized  the 
growing  number 
of  people  working  in 

their  home  offices  or  small  businesses.  These  people  had  very  unique 
needs.  They  needed  high-quality,  low-volume  copiers  that  were  extre 
reliable,  easy  to  use  and  compact  in  size.  The  breakthrough  invention  k'p. 
the  patented  Canon  single-cartridge  system.  In  this  system,  our  engine  \dk 
found  a  way  to  put  everything  that  could  run  out  or  wear  out — the 
toner,  developer  unit  and  copier  drum — in  one  easy-to-replace  cartrii 
This  single  innovation  made  Canon  personal  copiers  virtually  mainte 
nance  free,  since  changing  a  cartridge  practically  gives  you  a  brand  ne 
copier.  But  of  course,  we  just  couldn't  leave  well  enough  alone.  Our  la 
300  series  personal  copiers  incorporate  our 
newest,  single  mini- 


dffi 


number  one  choice  for  the  last  ten  years. 


The  Canon  Color  Laser  Copier  500,  Our  premier 
digital  Color  Laser  Copier  which  has  set  the  standard  | 
for  quality,  productivity  and  flexibility,  with  features  unsurj> 
by  any  other  color  copier. 


Cam,  U&  (fa  ml  PC  m  itgtetd  tradtrmks,  ml  UHQ  ml  (^hi&  fop*  at  tririmark  ©1992  Cam  VIA.,  Ik. 
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i  idge  that's  approximately  25  percent  smaller  and  makes  more  high- 
io  ty  copies.  It's  the  reason  our  PC  300  series  line  of  personal  copiers  are 
mp  ler  and  lighter  than  ever  before.  And  the  reason  why  Canon  personal 
;rs  will  continue  to  be  the  number  one  brand  for  years  to  come. 
With  the  growing  popularity  of  facsimile  machines  in  businesses 
iijss  the  country,  came  also  the  desire  to  send  and  receive  better  looking 
faxes.  So  Canon  engineers  set  their  sights  on  raising  the  standards  for 
|    faxes,  too.  Our  R&D  experts  looked  at  various  innovations 
from  other  Canon  products  to  see  if  these  tech- 
nologies could  be  applied  to  new  fax  products. 
Combining  unrelated  breakthroughs,  such  as  the 
replaceable  cartridge  system  from  our  personal 
copiers,  and  laser  beam  printing  from  our  desktop 
printers,  we  created  the  foundation  for  our  Laser 
Class  plain  paper  facsimiles.  We  also  invent- 
ed the  Canon  UHQ  fax  imaging  technolo- 
gy, which  markedly  improved  image  trans- 
mission, assuring  that  graphics,  text  and  photos 
are  sent  with  more  depth  and  clarity  than  ever 
before.  What's  more,  our  Hyper-Smoothing 
enhances  your  incoming  faxes,  so  even  poor  quality  images  are 
improved.  All  of  these  features  can  be  found  in  our  latest 
Canon  FAX-L775.  It  produces  among  the  highest  fax  image  res- 
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he  NP  6060  is  the  latest  addition  to  The  Corporate 
line  of  reliable,  high-productivity  copying  systems. 
Its  unmatched  paper  capacity  gives  it  the  power  to  produce  more 
copies  than  any  other  copier  in  its  class,  so  you  don't  have  to 
interrupt  hrge  copying  projects. 
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olutions  possible  on 

cut-sheet  plain  paper. 

The  FAX-L775,  just  another  reason  why  Canon  Fax  machines  have  been 

the  number  one  selling  plain  paper  facsimiles  for  three  years  running. 

When  Canon  engineers  dedicated  themselves  to  bringing  high- 
quality  color  to  business,  color  copying  was  relatively  primitive.  Canon 
Color  Laser  Copiers  brought  color  copying  into  the  next  century,  by 
producing  full-color  copies  with  picture-like  clarity  and  crisp,  black 
text.  What's  more,  they  used  our  Digital  Image  Processing  System  to 
give  users  the  ability  to  manipulate  images.  And  options  were  developed 
which  can  connect  both  the  Color  Laser  Copier  300  and  500  to  virtually 
any  color  imaging  source  from  computers  to  video.  Canon  Color  Laser 
Copiers  immediately  became  the  number  one  industry  choice,  and  they 
remain  the  standard  by  which  all  other  color  copiers  ate  judged. 

Canon's  technological  leadership.  It  started  with  a  thought  and 
turned  into  products  that  became  the  market  leaders.  We  call  these  the 
products  of  enlightened  thinking.  After  trying  them,  you'll  see  why  Canon 
is  the  number  one  source  for  office  automation.  For  more  information  call 
1-800-OK-CANON  (For  personal  copiers  1-800-4321-HOP). 
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Loaded    Question 


By    Tom    Torquemada 


In  each  issue  of  ASAP,  we  will  poll 
movers  and  shakers — and  occa- 
sionally shirkers — in  and  around  the 
technology  industries  with  questions  of 
more  domestic  than  cosmic  import 
designed  to  reveal  more  than  they  may 
seem  to  ask.  Do  fast  people  and  fast 
companies  have  anything  in  common? 
If  nothing  else,  our  first  interrogation 
indicates  that  most  of  our  respondents 
have  great  taste  in  cars  and  little  aver- 
sion to  risk. 

125  miles  per  hour  in  a  Ferrari  GTSI — 
before  I  got  my  Ferrari  Testarossa  and 
got  more  conservative! 
Sandra   L.  Kurtzig 

Founder,  ASK  Computer 

120  miles  per  hour  down  Highway  280 
out  of  San  Francisco  late  at  night.  I 
thought  I  was  being  chased  and  didn't 
want  to  stop. 
Phillip  White 
CEO,  Informix 

I  can  only  answer  that  I've  been 
caught  three  times  at  "over"  130  miles 
per  hour  in  the  U.S.,  and  lost  my  driv- 
ing privileges  for  a  while. 

That  was  years  ago.  Since  then,  I 
fly  airplanes — no  speed  limits — or  drive 
my  900  CBR.  I  "understand"  that  it  is 
possible  to  go  more  than  150  miles 
per  hour  on  roads  very  similar  to 
Highway  1  between  Davenport  and 
Half  Moon  Bay,  Calif. 
Philippe  Kahn 
Chairman,  President  &  CEO,  Borland  International 

120  miles  per  hour  in  a  Jaguar  sedan, 
on  Highway  101  north  in  Califor- 
nia— and  I  was  passed  by  a 
Mustang! 
Joe  Costello 
President  &  CEO, 
Cadence  Design  Systems 


What  is  the  fastest 
you've  ever  driven, 
in  what  kind  of  car 

and  where? 

(If  you  got  caught, 

'fess  up.) 


I  took  a  lark  test  drive  in  a  Mercedes 
600SEL-V12  on  Interstate  10  near  Palm 
Springs,  Calif.  (Mercedes  had  cars  at  the 
hotel.)  The  600  does  0  to  60  in  6.0  sec- 
onds, to  100  in  9.9  seconds.  Accelerating 
at  140  miles  per  hour,  I  chickened  out. 
T.  J.  Rodgers 
Chairman  &  CEO,  Cypress  Semiconductor 

I'm  afraid  I'll  regret  telling  you  this  some- 
how, but...  Driving  south  from  San 
Francisco  on  Interstate  280  one  afternoon 
in  1990,  in  light  traffic,  I  saw  in  my 
rearview  mirror  someone  approaching 
rapidly  in  a  750  BMW.  I  had  a  new 
Mercedes  500SL  and  decided  to  try  to 
keep  up  with  him.  When  I  caught  up,  I 
looked  ahead  at  traffic  that  was  traveling 
at  the  normal  speed,  and  we  were 
approaching  them  like  they  were  standing 
still.  My  speedometer  indicated  140  miles 
per  hour.  I  let  the  BMW  go  ahead  and  I 
slowed  to  normal  speed. 
He  contin- 


ued through  the  traffic  at  this  high  speed. 
Jim  Clark 

Chairman,  Silicon  Graphics 

A  sustained  135  miles  per  hour,  25 
years  ago.  I  was  driving  my  mother's 
brand-new  powder  blue  280SL  con- 
vertible from  New  York  to  Florida. 
She  had  gotten  it  for  driving  to  the  7- 
Eleven  and  back.  I  was  supposed  to 
baby  it  for  400  miles  and  then  wring 
it  out  "for  the  good  of  the  car."  Oh, 
bliss.  I  hit  the  magic  number  just 
before  crossing  into  South  Carolina. 
William  Ziff 
Chairman,  Ziff  Communications 

Laguna  Seca  raceway  in  Monterey, 
Calif.,  where  I  had  my  entire  staff  rent 
Formula  Ford  race  cars  and  go  head- 
to-head  on  the  track.  We  drove  flat 
out  and  fearlessly  attacked  the 
corkscrew — the  hairiest  corner  on  the 
track.  I  was  going  110  miles  per  hour 
all  the  way....  Well,  maybe  on  the 
straightaways. 
Scott  McNealy 
President  &  CEO,  Sun  Microsystems 

135  miles  per  hour.  Audi  V8  Quattro.  An 
unnamed  empty  highway. 
David  Mahoney 

Chairman  &  CEO,  Banyan  Systems 

The  fastest  I  have  ever  driven  is  115 

miles  per  hour  (for  only  3  seconds!!) 

in  a  Porsche  Turbo  on  Route  495  on 

the  way  to  Cape  Cod. 

John  Landry 

Senior  VP  &  CTO,  Lotus  Development 


132     miles     per     hour, 
Maserati   Bora,  Route 
128,  Massachusetts. 
-     Henry  Burkhardt 

Chairman  &  President, 
Kendall  Square  Research 
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ATA  YOU  NEED  IS 
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No  Problem.  AI&T  InterSpan  Fraimv 

and  all  your  people  to ; 


If  you're  going  to  outperform 
the  competition  these  days,  you've 
got  to  have  your  information  in  the 
right  place  at  the  right  time.  AT&T 
InterSpan  Frame  Relay  Service  is 
based  on  a  new  network  technology 
that  handles  information  going  to 
many  locations  at  high  speeds. 
Quickly  reliably  and  economically. 


Whatever  you're  doing,  from 
distributed  order  and  information 
processing  to  multimedia  and  image 
transfer,  InterSpan  Frame  Relay 
Service  can  improve  your  produc- 
tivity and  help  you  service  your 
customers  better. 

And  because  one  size  docs  not 
fit  all,  we  work  with  you  to  design 


the  exact  frame  relay  solution  youq 
particular  business  needs. 

InterSpan  Frame  Relay  ServiaJ 
is  backed  by  a  dedicated  staff,  the 
technical  expertise  of  AT&T  Bell 
Laboratories  and  global  support  fcj 
internetworking  domestic  and  inttj 
national  applications. 

As  your  needs  evolve,  InterSr 
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in  day  Service  links  all  your  locations 
d  ie  information  they  need. 


von  ame  Relay  Service  can  change 
ith  you.  And  since  it  works  with 
lltiple  protocols  and  different  ven- 
rs'  equipment; you  can  have  the 
nefits  of  frame  relay  while  protect- 
;  your  existing  investment. 

It's  all  part  of  the  InterSpan  Data 
unmunications  Services  family  of 
jh-quality,  innovative  data  connec- 


tivity solutions  designed  to  make  it 
easier  to  link  people,  locations  and 
information.  We  work  with  you 
to  meet  your  exact  business  needs. 

To  find  out  more  about  the 
data- moving  technology  that's 
moving  productivity  ahead,  call 
your  AT&T  Account  Executive  or 
1  800  247-1212,  Ext.  621. 


AT&T 

The  right  choice. 


with 


It  talks  to  you, 

with  text-to-speech  conversion  and  a  built-in  voicemail  messaging  system. 

It  fascinates  you, 

with  brilliant  photo-quality  graphics,  live-action  animation  and  digital  stereo  sound. 

It  enriches  you, 

included  WinMate™  multimedia  software  that  can  show  you  better  ways  to  live  and  lean 

Available  at  Radio  Shack®,  Computer  City®  and  Incredible  Universe  '  stores. 
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INNOVATION 


IS!  TANDY  CORPORATION 


By    David    H.    Freedman 


An  Unusual  Way  to 
Run  a  Ski  Business 

SKI  doesn  't  need  a  strong 
economy  and  cooperative  weather 
to  carve  out  profits  at  its  resorts. 
It  has  Preston  Smith's  computers. 


A  menacing  weather  front 
has  moved  into  central 
Vermont,  bringing  30-mile- 
per-hour  gusts  of  wind  that 
wrench  the  trees  and  chair- 
lift  cables  outside  Preston 
Leete  Smith's  office.  Staring 
at  the  tumult  through  a  pic- 
ture window,  Smith  grins. 
"I've  always  liked  storms." 

A  meteorology  buff  since 
high  school,  the  president 
and  CEO  of  ski-resort  oper- 
ator SKI  Ltd.  has  even 
made  a  tradition  of  deliv- 
ering a  tongue-in-cheek  win- 
ter weather  forecast  to  the 
annual  stockholders'  meet- 
ing. Meteorology  is  normal- 
ly no  joke  in  the  ski  busi- 
ness, but  Smith  can  afford 
to  laugh.  Unlike  many  of  its 
competitors,  SKI  has  man- 
aged to  make  the  weather 
nearly  irrelevant  to  profits. 

Ski  resorts  typically  take 
in  most  of  their  revenues  in 
the  14  weeks  between  mid- 
December  and  the  end  of 
March,  making  their  years  a 
little  like  a  ski  run:  a  long, 
slow  climb  leading  to  a  wild 
burst  of  intense  effort.  Smith 
and  his  management  team 
treat  the  season  like  a  cham- 
pion slalom  course,  clipping 
each  gate  on  the  way  down. 
They  rethink  their  business 
almost  every  day  of  the  ski 
season  in  a  manic — and  gen- 
erally successful — effort  to 
get  more  skiers  to  spend 
more  money  at  the  resorts 
while  continually  boosting 


operating  efficiency. 

SKI  derives  its  surprising 
edge  from  information  tech- 
nology. SKI,  which  operates 
the  Killington  and  Mt.  Snow 
resorts  in  Vermont  and  the 
Bear  Mountain  resort  in  Cal- 
ifornia, has  developed  a 
series  of  information  systems 
that  work  in  tandem  to  drive 
every  aspect  of  the  business. 

As  the  temperature 
creeps  below  freezing  for  the 
first  time  in  the  season,  sig- 
nals from  the  weather  mon- 
itoring equipment  scattered 
over  the  company's  moun- 
tains trigger  a  series  of 
information-driven  process- 
es: An  optimal  flow  of  air 
and  water  is  pumped  into 
the  right  snow  guns;  a 
staffing  systSm  helps  deter- 
mine how  to  efficiently 
deploy  a  swelling  army  of 
full-  and  part-time  person- 
nel; and  a  marketing  data- 
base selects  those  potential 
customers  who  are  ripe  for 
an  overnight  mailing  or 
radio  ad.  As  soon  as  the 
skiers  begin,  to  arrive,  the 
managers  turn  to  the  com- 
puters to  determine  whether 
profits  are  matching  expec- 
tations. If  not,  the  systems 
quickly  pinpoint  the  weak 
areas,  so  that  the  business  is 
continually  fine-tuned. 

It's  an  unusual  way  to 
run  a  ski  resort  business.  But 
it  has  paid  off,  particularly 
during  the  last  four  years. 
Since  SKI's  founding  in  1958, 


the  emergence  of  a  ski- 
happy  baby  boom  genera- 
tion and  a  generally  robust 
economy  combined  to  give 
most  U.S.  ski  resorts  a 
smooth  ride;  SKI  nailed 
down  30  consecutive  years 
of  profit  growth  between 
1959  and  1989.  But  as  baby 
boomers  began  to  enter  their 
brittle  40s  and  the  supply  of 
teenagers  shrank— a  situa- 
tion compounded  by  the 
declining  economy  and,  in 
the  Northeast,  by  meager 
snowfall — many  resorts  sank 
into  the  red. 

SKI,  on  the  other  hand, 
has  remained  profitable, 
even  while  expanding  the 
Killington  and  Mt.  Snow 
facilities  and  acquiring  Bear 
Mountain.  Earnings  for  the 
year  ending  last  July  were 
$3.7  million,  the  fourth  high- 
est in  company  history  and 
nearly  as  much  as  in  1987, 
when  the  company  was  in 
high  gear  and  an  ■  extra  80 
inches  of  natural  and  man- 
made  snow  kept  the  resort 
open  29  days  longer  than 
the  1991-92  season.  (Profit 
margins  have  sunk  a  bit, 
because  the  company's  rev- 
enues have  been  ballooning, 
culminating  in  fiscal  1992's 
record  $89  million.) 

Smith  attributes  much  of 
SKI's  strong  showing  to  its 
information  systems.  "Hav- 
ing the  information  gives  us 
the  ability  to  maneuver  dur- 
ing very  difficult  conditions," 
he  says.  SKI  has  so  leap- 
frogged the  rest  of  the 
midsized  resort  industry  in 
information  technology  that 
IBM  and  other  computer 
industry  vendors  have  asked 
SKI  to  provide  them  with 
software. 

Looking  boyish,  tanned 
and  athletic  at  62,  with 
a  large  mop  of  hair,  Smith 
seems  an  unlikely  informa- 
tion systems  pioneer.  He's 
no  workaholic.  Besides  hav- 
ing made  time  in  past  off- 
seasons to  skipper  a  yacht 


to  modest  victories  in  races 
from  Newport,  R.I.,  to  the 
Caribbean,  during  the  win- 
ter Smith  is  liable  to  jump 
up  from  his  desk  at  any 
time,  grab  one  of  the  sev- 
eral pairs  of  skis  leaning 
against  his  office  walls  and 
run  out  to  make  seven  or 
eight  furious  runs  down  the 
black-diamond  trails  near 
his  office  at  Killington. 

He  notes  that  he  man- 
aged to  get  in  65  days  of 
skiing  before  January  5  last 
season,  and  that  the  lift 
operators  clocked  him  at 
seven  minutes  per  round- 
trip  run.  He's  not  bragging; 
he  considers  it  part  of  the 
job.  In  fact,  throughout  the 
winter  he  sends  out  memos 
urging  managers  to  hit  the 
slopes.  "Everyone  skis 
here,"  he  says,  as  much  a 
pronouncement  as  an  obser- 
vation. "It's  a  way  of  shar- 
ing the  customers'  experi- 
ence. It's  also  a  way  to 
achieve  personal  growth, 
because  skiing  is  exhilarat- 
ing and  challenging." 

That  challenge,  which 
includes  the  vagaries  of 
weather,  is  what  both 
attracts  ski  enthusiasts  and 
deters  nonskiers  from  pick- 
ing up  the  sport.  Smith,  who 
founded  Killington  when  he 
was  25,  first  recognized  that 
technology  could  help  on 
both  scores  when  a  Boston 
company  named  Larchmont 
introduced  snowmaking 
equipment  in  the  early 
1960s.  Killington  was  one  of 
the  first  resorts  in  the  world 
to  set  out  Larchmont 
"guns"  that  .prayed  a  fine 
mist  of  water  and  air,  a  mist 
that  instantly  formed  snow- 
like ice  crystals.  A  big 
believer  in  self-reliance, 
technology  and  tinkering, 
Smith  saw  to  it  that  Killing- 
ton  soon  had  a  snowmak- 
ing research  and  develop- 
ment lab  capable  of  turning 
out  its  own  equipment. 

Today,  each  of  the  SKI 
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Quick  Studies 


resorts  controls  snowmaking 
in  a  room  somewhat  akin  to 
a  woodsy  version  of  the 
bridge  of  the  Starship  Enter- 
prise. A  bank  of  IBM  per- 
sonal computers  displays 
temperatures  and  other 
weather  data  gathered  from 
the  resort's  sensors  and 
tracks  the  functioning  of  the 
hundreds  of  valves  and 
pumps  that  regulate  the  flow 
of  air  and  water  to  the 
snowmaking  guns.  On  the 
wall,  a  three-by-four-foot 
map  of  the  resort's  ski  areas 
is  embellished  with  hundreds 
of  twinkling,  multicolored 
lights  representing  the  trail- 
by-trail  status  of  snowmak- 
ing operations. 

Two  people  can  control 
most  of  the  snowmaking 
equipment  from  this  room. 
Managers  have  access  to  up- 
to-the-minute  details  of 
snowmaking  operations  and 
trail  conditions  via  their 
desktop  terminals.  The  sys- 
tem, from  snow  guns  to  con- 
trol screens,  was  designed  in- 
house.  "Without  it,  I  don't 
think  we  would  have  had  a 


dominiums  and  hotel  rooms, 
14  lodges  with  restaurants 
and  bars,  11  rental  shops,  14 
retail  shops  and  three  ski 
schools.  In  the  summer,  the 
company  offers  tennis  and 
golf  facilities,  including  shops 
and  schools,  and  a  concert 
series. 

By  the  early  1970s,  the 
business  had  already  become 
unusually  complex  for  a  ski 
resort,  leading  Smith  and 
vice-president  and  chief 
financial  officer  Martel  D. 
Wilson,  Jr.,  to  turn  to  com- 
puters to  better  manage  it. 
While  other — oftentimes 
much  larger — companies 
were  typically  bringing  in 
outside  companies  to  pro- 
vide computing  services,  SKI 
was  carting  in  an  IBM  mini- 
computer and  recruiting  pro- 
grammers from  New  York 
and  Boston.  Smith  was  get- 
ting ready  to  tinker  again. 

The  resulting  systems 
extended  well  beyond  any- 
thing available  to  midsized 
resorts  at  the  time,  and  SKI 
has  continually  expanded 
and  refined  them  over  the 


Two  people  can  control  most  of 
the  snowmaking  equipment  from 
one  room,  while  the  managers 
have  access  to  up-to-the-minute  details 
of  snowmaking  operations  and  trail 
conditions  via  their  desktop  terminals. 


complete  week  of  skiing 
here  in  any  of  the  last  four 
years,"  says  Smith. 

During  the  late  1960s  and 
the  1970s,  while  Killington 
was  aggressively  marketing 
itself  as  the  ski  resort  that 
could  be  counted  on  for 
snow,  Smith  gradually  trans- 
formed the  facility  into  a 
destination  resort — a  place 
where  people  came  not  just 
for  a  day  trip,  but  for  a 
complete  vacation.  SKI  now 
operates  more  than  800  con- 


years.  The  customer  infor- 
mation database,  for  exam- 
ple, now  tracks  2.5  million 
skiers  and  grows  by  about 
200,000  skiers  a  year.  The 
information — such  as  home 
address,  level  of  skiing  abil- 
ity and  past  skiing  expendi-. 
tures — is  culled  from  a  vari- 
ety of  in-house  sources, 
including  SKI's  lodging  facil- 
ities, ski  school,  rental  shops, 
brochure  requests  and  even 
random  surveys  of  cus- 
tomers. The  company  also 


buys  mailing  lists  from 
chambers  of  commerce  and 
ski-related  businesses,  but 
the  database  has  become  so 
comprehensive  that  some  90 
percent  of  the  names  on 
most  of  these  lists  are 
already  recorded. 

To  get  the  mosf  out  of  its 
aggressive  direct-mail  and 
advertising  efforts,  SKI 
wields  this  information  like 
a  scalpel,  dissecting  its  cus- 
tomer base  to  determine 
where  its  skiers  come  from, 
when  they  ski,  what  level 
they  ski  at  and  what  sorts 
of  services  they  avail  them- 
selves of  at  the  resort. 
Whether  the  company  wants 
to  promote  an  amateur  race 
day  for  New  York  City  area 
skiers,  pull  in  local  interme- 
diate skiers  for  a  special 
one-day  ski  class  or  let  skiers 
in  warmer  regions  know  that 
Vermont  has  plenty  of  snow, 
the  database  can  provide  the 
right  names. 

In  one  particularly  effec- 
tive promotion,  90,000  mid- 
week lift-ticket  discount 
cards  were  mailed  out  to 
skiers  who  lived  at  least 
three  hours  away  (by  car) 
and  who  normally  only 
come  on  weekends  to  the 
resort.  Thanks  in  part  to  the 
card,  midweek  skiing  now 
accounts  for  more  than  50 
percent  of  the  company's 
revenues,  far  more  than  at 
most  resorts. 

With  nonmanagement 
personnel  accounting  for 
some  30  percent  of  SKI's 
costs,  the  company  needs  to 
achieve  as  much  staffing  effi- 
ciency as  possible — a  com- 
plex chore.  The  company 
enters  the  ski  season  with 
only  600  employees.  By  the 
time  the  season  is  going  full 
tilt,  it  employs  nearly  3,000 
people.  The  problem  isn't  so 
much  bringing  the  employ- 
ees on;  it's  having  them  in 
the  right  place  as  customer 
buildup  shifts  back  and  forth 
throughout  the  day  between 


car  parking,  lift  ticket  pur- 
chasing, lift  operation,  rental 
and  ski  gear  shops,  cafe- 
terias and  lounges.  With 
Killington' s  facilities  alone 
sprawled  over   17   square 


Preston  Leete  Smith 

President  and  CEO 

SKI  Ltd. 


miles — a  skier  who  takes  the 
wrong  trail  down  after  the 
lifts  start  closing  can  have  a 
four-mile  walk  to  his  or  her 
car — just  keeping  track  of 
who's  where  on  the  moun- 
tain is  hard  enough,  never 
mind  efficiently  transferring 
them  from  spot  to  spot. 

SKI  handles  the  task  with 
a  computerized  staffing  sys- 
tem developed  in-house  by 
the  company's  13  program- 
mers, which  interfaces  to  an 
off-the-shelf  time-gathering 
software  package  from  Soft- 
ware 2000.  When  an  employ- 
ee arrives  at  a  new  location, 
he  or  she  runs  a  bar-coded 
ID  card  through  a  wall- 
mounted  device  the  size  of 
a  toaster  oven.  The  device 
then  relays  the  employee's 
location  to  the  central  IBM 
AS400  minicomputer.  The 
employee  can  also  enter  in, 
through  a  numeric  keypad 
on  the  device,  his  or  her 
next  destination.  Thus,  the 
system  is  aware  not  only  of 
where  employees  are  but 
where  they  are  going.  If  the 
employee  is  out  on  the 
trails,  away  from  the 
devices,  his  or  her  location 
is  radioed  in  and  then 
entered   into  the  system 
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&C-  for  Human  Potential 


When  the  inventors  of 
MultiSync®  monitors  introduce 
a  new  series,  people  do  sit  up  and 
take  notice.  Ihey  know  that  MultiSync 

monitors  are  international  best 
sellers.  And  now,  an  international  design 
team  has  not  only  brought  brighter- 
than-ever  colors  to  their  flatter,  square 
displays.  It  has  also  made  sure  they 


ErgoDesigiT 

Reduced  Magnetic  FieldT 


meet  the  world's  most  rigorous  ergono- 
mic  standards.  One  look  and  you,  too, 
will  realize,  "Of  course.  NEC 
is  a  world  leader  in  compute i  s  and 
communications.  Electron  devices,  too. 
These  are  the  people  who  also  sponsor  the  Davis 
Cup  by  NEC  and  the  NEC  World  Series  of  Golf. 
From  basic  research  to  global  telecommunica- 
tions systems,  this  company  gets  it  right." 


DAVIS  CUP  1992  Davis  Cup  by  NEC  Finals, 

by  NEC        USA  vs  Switzerland,  Live  on  ESPN  December  4-6. 


We  have  changed  our  corporate  mark  to 
reflect  our  new  vision  for  the  21st  century. 


Quick  Studies 
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Managers  can  thus  glance  at 
a  computer  screen  to  see 
which  employees  are  avail- 
able for  specific  jobs.  If  an 
unexpectedly  snowy  day 
sends  skiers  flocking  to  the 
ski  shop  for  goggles,  with  a 
few  taps  on  a  computer  key- 
board, the  shop  manager 
can  telephone  to  rustle  up 
a  few  extra  bodies.  In  this 
way  SKI  can  provide  top- 
notch  service  without  over- 
staffing  itself.  In  addition, 
the  system  tracks  employ- 
ees' hours  and  jobs,  elimi- 
nating payroll  paperwork 
and  allowing  managers  to 
analyze  productivity  and 
make  better  staffing  deci- 
sions. 

Few  companies  of  any 
size  would  choose  to  devel- 
op a  customized  accounting 
system  these  days,  given  the 
availability  of  sophisticated 
off-the-shelf  products.  SKI  is 
one  of  those  few.  It  has 
added  some  100,000  lines  of 
its  own  code  to  a  package 
from  New  Generation  Soft- 
ware. 

In  fact,  its  financial  con- 
trols system  is  the  jewel  in 
the  company's  information 
technology  crown.  The  sys- 
tem, which  runs  on  the  IBM 
AS400,  resulted  from  CFO 
Wilson's  realization  in  the 
late  1960s  that  the  industry- 
standard  practice  of  closing 
the  books  monthly  wasn't 
cutting  it  for  SKI.  "We  only 
have  20  weeks  or  so  in 
which  to  make  our  living," 
explains  Wilson,  "and  find- 
ing out  in  the  middle  of 
February  how  we  did  in  Jan- 
uary just  wasn't  giving  us 
enough  time  to  react." 

Eventually,  SKI  devel- 
oped a  system  that  provid- 
ed a  detailed  picture  of  each 
resort's  revenues  and  costs 
on  a  weekly — and  some- 
times daily — basis.  On  Tues- 
day morning,  every  manag- 
er finds  waiting  on  his  or 
her  desk  a  report  detailing 
the    past    week's    results 


through  Sunday  for  that 
department.  To  help  man- 
agers spot  trends  and  areas 
of  strength  or  weakness,  the 
report  also  provides  the 
results  from  the  preceding 
weeks  and  from  the  same 
week  in  each  of  the  last  five 
years. 

Finally,  the  report  notes 
the  weekly  and  cumulative 
differences  between  the 
actual  results  and  the  pro- 
jected daily  results  that  each 
manager  is  required  to  pro- 
vide at  the  beginning  of  the 
season.  "We  know  it's 
impossible  to  accurately 
budget  ahead  of  time," 
notes  Wilson,  "but  we  feel 
it's  important  to  have  a  goal 
to  shoot  for." 

On  Thursday  morning  the 
entire  management  staff 
meets  to  discuss  the  figures 
and,  most  importantly,  to 
mull  over  any  hints  of  soft- 
ness or  inefficiencies  in  the 
results.  Why  did  beer  sales 
at  the  Killington  summit 
lodge  fall  off  from  the  pre- 
vious week  even  though  lift 
ticket  sales  were  higher? 
Why  has  the  number  of 
employees  required  to  oper- 
ate one  of  the  rental  shops 
risen  over  the  past  three 
years?  Why  have  half-day 
lift  tickets  become  more 
popular  at  Killington  and 
less  popular  at  Mt.  Snow? 

The  task  then  is  to  come 
up  with  ideas  for  improving 
the  figures  in  the  coming 
week,  and  especially  week- 
end, factoring  in  a  weather 
report  prepared  by  a  con- 
sulting meteorologist  from 
satellite  and  other  data  (the 
report  provides  sufficient 
detail  to  forecast  the  tem- 
perature differences  among 
the  bottom,  midpoint  and 
top  of  the  various  ski 
slopes).  Managers  can  then 
compare  the  forecasts  with 
results  from  weeks  earlier  in 
the  season  or  from  previous 
years  with  similar  weather 
in  order  to  ask  questions 


such  as:  How  much  are  lift 
ticket  sales  improved  by  a 
radio  advertising  blitz  in 
Boston  going  into  a  sunny, 
cold  weekend?  How  many 
staff  can  the  cafeteria  trim 
if  Saturday  is  rainy  but  Sun- 
day is  clear?  Do  warm' mid- 
March    weekends    create 


If  you  can't  keep  your  com- 
petitors from  buying  some- 
thing as  good  as  yours,  you 
might  as  well  be  the  one 
that  sells  it  to  them.  Thus, 
the  company  has  set  up  two 
subsidiaries — Resort  Tech- 
nologies and  Resort  Soft- 
ware Services — to  sell  snow- 


To  get  the  most  out  of  its  direct- 
mail  and  advertising  efforts,  SKI 
wields  information  like  a 
scalpel — dissecting  its  customer  base 
to  determine  where  its  skiers  come 
from,  when  they  ski,  at  what  level  they 
ski,  and  what  sorts  of  services  they 
avail  themselves  of  at  the  resort. 


more  of  a  demand  for  snow- 
making  on  the  novice  trails 
or  on  the  expert  trails? 

By  Thursday  afternoon, 
the  marketing,  staffing  and 
snowmaking  systems  are 
busy  processing  the  results 
of  that  morning's  decisions, 
while  the  financial  controls 
system  is  already  gathering 
data  for  next  Tuesday's 
report.  It's  a  relentless  bat- 
tle to  glean  every  possible 
edge  from  the  information, 
a  battle  repeated  weekly 
during  each  ski  season.  "We 
just  push  at  it  week  by 
week,"  says  Wilson.  "We 
find  that  if  we  can  turn  in 
one  good  week  at  a  time, 
the  months  take  care  of 
themselves,  and  pretty  soon 
you're  looking  at  an  impres- 
sive annual  report." 

SKI's  snowmaking  and 
information  systems  are 
currently  unmatched  by  its 
competitors.  Smith  concedes 
the  technology  gap  is  clos- 
ing. The  fall-off  in  snowfall 
in  the  Northeast  in  recent 
years  has  forced  other 
resorts  to  invest  heavily  in 
snowmaking,  and  upgraded 
computer  systems  can't  be 
far  behind.  SKI's  response: 


making  and  information  sys- 
tems, respectively. 

Last  year  Resort  Soft- 
ware Services  debuted  with 
a  modest  $100,000  in  rev- 
enues, according  to  Philip 
Varney,  head  of  Resort 
Software,  including  a  $35,000 
sale  to  the  state  of  New 
Mexico  for  "box  office"  soft- 
ware that  selects  seats  and 
prints  tickets  for  stadium 
events  (SKI  developed  the 
system  for  its  summer  enter- 
tainment program).  IBM  also 
markets  the  software  and 
gives  SKI  a  commission  on 
the  hardware  and  other  soft- 
ware IBM  sells  as  a  result  of 
SKI's  software.  The  compa- 
ny is  also  discussing  mar- 
keting agreements  with  Soft- 
ware 2000,  New  Generation 
Software  and  Flagler,  ven- 
dor of  the  lodging  reserva- 
tion system  that  SKI  has 
heavily  modified. 

Wilson  won't  break  out 
SKI's  revenue  projections  for 
the  subsidiaries,  except  to 
say,  "They  could  easily  see 
100-percent  annual  growth." 
Wilson  insists  that  SKI  is  in 
no  danger  of  selling  off  its 
competitive  edge.  "It's  not 
the  technology  that  provides 
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As  you  read  this,  mail-order  giant  DAMARK  International  is  moving  16  camcorders,  12  garage  door  openers, 

8  kiddie  cars  and  now  6  more  camcorders. . .but  wait!  We  can't  write  this  fast  enough  to  keep  up! 

Fortunately,  Fujitsu's  F9600™  telephone  system  can.  Its  non-blocking  architecture  instantly  switches  all  calls  through, 

at  which  point  its  ACD  software  routes  these  calls  to  "next  available  agent"  to  minimize  waiting  time. 

And  no  matter  how  fast  DAMARK  International  grows  -  sales  jumped  from  $1.3  million  in  1986  to  $214  million  in 

1991!  -  the  F9600's  modular  50-  to  9600-line  PBX  grows  right  along  with  it.  Best  of  all,  the  F9600  is  ISDN-ready 

to  ID  future  callers  by  phone  number  so  their  files  can  be  called  up  on-screen  before  the  agent  comes  on. 

"Hi,  Mr.  Jones.  How  did  you  like  those  golf  clubs?"  replaces  "How  can  I  help  you?'''' 

To  see  how  Fujitsu  can  help  you,  call  1-800-553-3263. 
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The  F9600  Digital  Telephone  from  Fujitsu,  a  $25-billion 
global  telecommunications  leader  serving  over  100  countries. 
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the  advantage,  but  the  way 
you  use  it,"  he  contends. 
"We've  created  a  culture 
where  people  are  addicted  to 
information,  and  that's  our 
real  edge." 

Not  that  SKI  intends  to 
let  the  technology  edge  evap- 
orate. Projects  under  con- 
sideration: touch-screen  ter- 
minals at  various  sites  around 
the  mountains  that  would 
provide  detailed  graphically 
displayed  information  on 
everything  from  trail  condi- 
tions to  the  facilities  at  dif- 
ferent hotels  and  lodges;  an 
automated  lodging  reserva- 
tion system  that  would  take 
information  from  callers  via 
touch-tone  phone  or  possi- 
bly voice  recognition;  and 
artificial  intelligence  systems 
that  could  assist  with  some 
of  the  snowmaking  and 
staffing  decisionmaking. 

The  company  is  also  seri- 
ously considering  issuing 
"frequent  skier"  cards  that 
could  be,  for  example,  bar- 
code-scanned at  the  ticket 
window  to  track  and  reward 
repeat  business.  As  a  bonus, 
this  type  of  service  would 
provide  more  information 
than  ever  on  the  resorts' 
best  customers.  "The  cus- 
tomer is  like  a  Rubik's 
Cube,"  says  Wilson.  "Figur- 
ing out  and  responding  to 
his  or  her  needs  is  a  com- 
plex puzzle,  and  there  is 
always  some  better  way  to 
solve  it." 

Staring  out  the  picture 
window  again,  this  time  at 
the  construction  taking  place 
on  the  new  chair  lift  outside 
his  office,  Preston  Smith 
mulls  over  a  new  riddle.  "I 
wonder  what  the  best  way  to 
measure  the  capacity  of  our 
lifts  is?"  he  ruminates.  It  just 
may  show  up  on  everyone's 
desk  next  Tuesday. 

David  H.  Freedman  is  a  con- 
tributing editor  at  Discover. 
He  also  writes  for  CIO,  Sci- 
ence and  The  Boston  Globe. 


Quick    Studies 


By    Alice    LaPlante 


Shared  Destinies: 
CEOs  and  CIOs 

Gone  are  the  days  when  corporate 
information  technology  could  be 
viewed  as  a  mere  cost  center. 
Successful  companies  will  need  to  go 
further,  making  IT  a  strategic  business 
weapon.  This  must  start  with  a  new 
relationship  in  the  glass  house. 


Enter  the  new  CEO-CIO 
relationship.  The  chief  IS 
officer  reports  directly  to  the 
CEO.  No  intermediaries.  No 
dilution  of  ideas.  And  infi- 
nite possibilities  for  future 
corporate  leadership. 

Forbes  ASAP  visited  two 
companies  where  this  new 
kind  of  relationship  exists: 
Banc  One  Corp.  and  Kmart. 
Both  illustrate  a  key  point: 
the  destinies  of  chief  execu- 
tive and  chief  technologist 
are  increasingly  shared. 


Banc  One 


"The  IT  job  used  to  be  a 
virtual  dead  end,"  says 
Howard  Anderson,  president 
of  Boston-based  consulting 
firm  The  Yankee  Group. 
"Now  it's  a  proving  ground 
for  future  CEOs.  The  skill 
set  of  the  successful  execu- 
tive is  being  redefined." 

So,  apparently,  believes 
Banc  One  Corp.  chairman 
John  McCoy,  head  of  one  of 
the  fastest-growing  and  most 
profitable  banks  in  the  Unit- 
ed States.  Last  spring,  when 
McCoy  needed  someone  to 
become  chairman  and  CEO 
of  newly  acquired  banking 
operations  in  West  Virginia. 
Kentucky,  Illinois  and  Col- 
orado, he  didn't  choose  a 


marketer.  Nor  did  he  appoint 
a  candidate  with  a  traditional 
lending  background.  Instead, 
McCoy  gave  the  nod  to 
Dave  Van  Lear,  his  tech- 
nology guru  and  president  of 
Banc  One  Services  Corp. 
(BOSC),  the  computer  sys- 
tems arm  of  the  Columbus, 
Ohio-based  company. 

This  isn't  the  first  time 
McCoy  elevated  a  technolo- 
gist to  a  key  business  posi- 
tion. His  current  second-in- 
command  as  president  of 
Banc  One  Corp.  is  Donald 
McWhortcr,  Van  Lear's  pre- 
decessor at  BOSC.  Since  tak- 
ing over  direct  management 
of  all  Banc  One  affiliates, 
McWhorter  hasn't  lost  his 
enthusiasm  for  technology. 
"As  we  look  to  the  future. " 
he  says,  "an  awful  lot  of  our 
success  is  going  to  be  depen- 
dent on  our  technical  skills." 

McCoy  concurs:  "Most 
banks  don't  like  technology. 
For  us,  it's  an  integral  part 
of  our  company" 

This  is  not  just  lip  scr- 
viee.  Banc  One  derives  its 
revenues  from  three  main 
sources:  acquisitions,  middle- 
market  retail  banking  activ- 
ities and  technology.  Indeed, 
recognizing  that  technology 
was  becoming  an  Important 


source  of  income — in  the 
form  of  credit  card  and  I 
check-processing  services 
provided  to  other  banks — 
McCoy  spun  off  BOSC  in 
1986  as  a  wholly  owned  sub- 
sidiary. The  unit  has  made 
money  for  its  parent  ever 
since. 

Much  has  been  written 
about  the  success  of  Banc 
One,  and  much  will  contin- 
ue to  be  written  if  the  bank 
continues  its  spectacular" 
profitability  and  growth 
record.  Perhaps  the  most 
amazing  aspect  of  Banc  One 
is  its  consistency:  year  after 
year  in  a  climate  lately  noto- ; 
riously  unfriendly  to  banks, 
Banc  One  has  continued  its 
stellar  performance  streak. 
In  1991,  Banc  One  revenues 
rose  18.4  percent,  and  prof- 
its by  an  astonishing  25.1 
percent,  for  a  net  income  of 
$529  million,  making  it  the 
fifth  top-grossing  bank  in 
the  United  States.  By  the 
end  of  1991,  assets  exceed- 
ed $46  billion,  and  earnings 
per  share  were  $2.91 — rep- 
resenting the  23rd  consecu- 
tive annual  increase.  By  con- 
trast, none  of  the  other  25 
largest  U.S.  banks  has 
recorded  more  than  six  con- 
secutive years  of  increased 
earnings  per  share.  Stock 
appreciation  was  also  the 
highest  in  Banc  One's  his 
tory:  up  89.7  percent. 

Says  McCoy:  "Early  on,  we 
made  the  decision  that 
data  processing  needed  to 
report  to  the  very  top  of  this 
company."  As  a  result  of  this 
tight  coupling.  Banc  One  lias 
scored  a  lot  of  "firsts"  that 
would  have  been  impossible 
without  technology.  It  had 
the  first  automated  telle,! 
machines;  and  it  was  the  firs 
bank  outside  California  t< 
oiler  a  BankAmericard  (now 
Visa).  Its  1977  deal  will 
Merrill  Lynch  to  offer  tlu 
first  cash  managemen 
account,  which  combined  ; 
retail  brokerage  account  will 
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Putting  technology  to  work  is  critical  to  corporate  success  or  failure.  But  until  now,  where 
could  an  executive  turn  for  information  on  how  to  use  technology  to  his  advantage? 
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checking  account  and  debit 
cards,  caused  numerous  peo- 
ple to  sit  up  and  take  notice 
of  the  "technology  bank." 

Generally,  Wall  Street 
doesn't  pay  attention  to 
technology  investments, 
observes  Thaddeus  Paluszek, 
vice-president  at  Kidder 
Peabody,  New  York  City. 
"You  go  to  an  analyst  meet- 


Dave  Van  Lear 

Chairman  and  CEO 

Regional  Affiliates  Group 

Banc  One 

ing  and  someone  says  they 
are  spending  $50  million  on 
technology.  Most  of  the  peo- 
ple in  the  room  wouldn't 
know  a  Vax  from  a  vacuum 
cleaner."  Yet  the  fact  that 
Banc  One  has  automatical- 
ly delegated  3  percent  of  its 
profits  to  technology  R&D 
for  more  than  25  years  has 
begun  to  get  analysts'  atten- 
tion. "I've  never  heard  a 
bank  say  they  were  deter- 
mined to  spend  a  certain 
amount  of  their  income 
stream  on  R&D  and  have  it 
turn  out  to  such  advantage," 
says  Paluszek. 

Banc  One's  most  impor- 
tant technology  projects  to 
date:  the  development  of  a 
new  computer  system  that 
will  dramatically  alter  the 
way  Banc  One  branches 
operate  and  the  creation  of 
a  new  credit  card  processing 
system. 

The  new  Branch  project, 
called  the  Strategic  Banking 
System  and  developed  in 
partnership    with    Dallas- 


based  Electronic  Data  Sys- 
tems Corp.,  is  an  attempt  to 
move  from  older  mainframe 
systems  to  a  distributed 
architecture.  Banc  One  his- 
torically has  been  an  IBM 
data-processing  shop  running 
3090  mainframes  for  most 
large-scale  processing  tasks. 
In  recent  years,  the  compa- 
ny began  downloading  some 
processing  onto  IBM  AS/400 
midrange  systems.  Dumb 
terminals  on  employee  desks 
have  been  replaced  by  PCs — 
mainly  386-  and  486-based — 
that  are  linked  via  local  area 
networks.  These  communi- 
cate to  the  IBM  mainframe 
and  midrange  computers, 
where  the  bulk  of  the  data 
still  reside. 

This  puts  fast  user-friend- 
ly data  on  the  desktops  of 
the  Banc  One  people  who 
most  need  it:  customer  ser- 
vice reps,  loan  officers  and 
new  account  managers.  SBS 
creates  a  common  "pool"  of 
relevant  data  at  each  branch 
office  that  can  be  dipped 
into  for  a  variety  of  mar- 
keting, sales  and  customer 
service  purposes. 

"Ten  years  ago,"  Van 
Lear  says,  "when  you 
walked  into  a  bank  to  open 
a  checking  account,  they 
generally  tried  to  do  it  as 
quickly  as  possible,  but  they 
did  that  by  capturing  the 
least  amount  of  information 
about  you."  SBS  both  elim- 
inates the  vast  amount  of 
paperwork  and  delay,  and  is 
able  to  gather  significantly 
more  data.  Marital  status, 
employer,  salary,  and  num- 
ber and  age  of  children  are 
all  collected  in  less  time  than 
it  took  in  the  past  to  man- 
ually write  down  a  name 
and  address  on  a  paper 
form.  "We  can  then  use  that 
information  to  target  direct- 
mail  campaigns  much  more 
effectively,"  says  Van  Lear. 
"We  know  that  when  your 
daughter  turns  16  that  you'll 
be  needing  auto  insurance 


or  a  new  checking  account." 
The  goal  is  to  build  a 
loyal  customer  base.  "If 
Mrs.  Smith  walks  into  a 
branch  to  make  a  checking 
deposit,  McCoy  says,  "a 
message  will  come  up  on 
the  screen  that  prompts  our 
service  rep  to  offer  her  a 
credit  card  with  a  $5,000 
limit.  Since  she's  a  longtime 
customer,  a  message  will 
appear  with  an  offer  to 
waive  the  service  fee  for 
three  years." 

The  main  point,  says 
McCoy,  is  that,  although  in 
the  past  banks  have  tradi- 
tionally "shared"  customers, 
in  the  future  they  will  be 
battling  for  market  share. 
Rich  pools  of  customer  data 
made  possible  by  SBS  will 
enable  Banc  One  to  sell 
more  services  to  its  existing 
customers — so  they  don't 
have  to  go  elsewhere  for 
them. 

But  this  kind  of  func- 
tionality doesn't  come  cheap. 
Development  costs  of  SBS 
have  exceeded  $100  million 
thus  far,  with  some  industry 
observers  estimating  costs  as 
high  as  $125  million.  Yet  an 


right  to  sell  the  system  to 
other  banks  when  it  is  com- 
pleted. Details  of  the  con- 
tract remain  undisclosed  but, 
says  Van  Lear,  "if  you  esti- 
mate our  total  costs  for  SBS 
as  between  10  percent  and 
15  percent  of  the  total  devel- 
opment effort,  you  wouldn't 
be  far  wrong."  This  puts 
Banc  One's  total  costs  for 
the  SBS  between  $13  and 
$20  million. 

Rollout  of  SBS  began  in 
1991,  when  it  was  installed 
in  Banc  One's  Marion,  Ohio, 
branch,  and  already  has 
resulted  in  20-percent  oper- 
ational cost  savings  over  the 
old  mainframe-based  system. 
But  cost  savings  alone  aren't 
the  point.  If  SBS  is  success- 
ful, says  Diogo  Teixeira,  a 
partner  at  Ernst  &  Young's 
Center  for  Information 
Technology  and  Strategy  in 
Boston,  this  will  be  the  only 
new  core  processing  system 
on  the  market.  Though  SBS 
will  be  available  to  com- 
petitors, the  scale  of  the  pro- 
ject means  "it  will  probably 
be  two  to  three  years  before 
other  banks  can  install  it," 
says  Teixeira. 


Says  Banc  One  chairman  John 
McCoy:  "Early  on,  we  made  the 
decision  that  data  processing 
needed  to  report  to  the  very  top  of  this 
company. "  As  a  result  of  this  tight 
coupling,  Banc  One  has  scored  a  lot 
of  "firsts"  that  would  have  been 
impossible  without  technology 


innovative  agreement  that 
McCoy  and  McWhorter 
hammered  out  with  EDS 
means  that  Banc  One  will 
pay  only  a  fraction  of  those 
costs.  In  essence,  EDS  has 
shouldered  the  bulk  of  the 
costs — and  the  risk — of 
developing  SBS,  retaining  the 


Banc  One  is  also  about  to 
jump  start  Triumph,  its 
new  credit  card  processing 
system.  Developed  with  help 
from  Andersen  Consulting 
in  Chicago,  Triumph  is 
based,  like  SBS,  on  the  more 
cost-effective  and  flexible 
client/server    architecture 
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John  McCoy 
Chairman 
Banc  One 


residing  on  the  IBM  main- 
frame host  and  delivered  on 
386-  and  486-based  PCs.  Tri- 
umph was  developed  using 
a  combination  of  traditional 
and  innovative  software 
technologies:  IBM's  DB2 
database  language  for  host- 
based  operations  and  Ander- 
sen Consulting's  proprietary 
foundation  CASE  (comput- 
er-aided software  engineer- 
ing) tools  for  the  client  por- 
tion of  the  project. 

Currently,  Banc  One  is 
the  third  largest  credit  card 
processor  in  the  country,  ser- 
vicing almost  3,000  com- 
mercial bank,  savings  and 
loan,  credit  union  and  bro- 
ker clients  with  14  million 
cardholder  accounts.  Using 


ers,  airlines  and  telecommu- 
nications firms  are  all  issu- 
ing their  own  private  label 
credit  cards  and  will  be 
needing  highly  customized 
billing  and  processing  ser- 
vices to  match. 

Van  Lear  believes  that 
Triumph  will  make  tailoring 
to  the  processing  needs  of 
such  customers  a  breeze.  As 
McCoy  observes,  "Everyone 
thought  the  credit  card  busi- 
ness had  matured  in  the 
early  1980s,  but  there  are 
more  niches,  and  more 
opportunities  for  profit,  than 
anyone  imagined."  The  rights 
to  Triumph,  unlike  those  to 
SBS,  will  be  retained  by  Banc 
One.  "The  competitiveness 
of  the  credit  card  processing 
market  is  such  that  we  want 
to  maintain  control  of  this," 
says  McCoy. 

Banc  One  has  always 
been  extremely  savvy  about 
technology  alliances,  depend- 
ing on  partnerships  with 
leading-edge  technology  firms 
such  as  EDS  and  Andersen 
Consulting  to  help  fund — and 
staff — critical  projects. 
"When  McWhorter  came 
into  my  office  and  told  me 
we  needed  a  new  banking 
system,"  McCoy  remembers, 
"I  thought,  'If  this  guy  sug- 


T  he  fact  that  Banc  One  has  auto- 
matically delegated  3  percent  of 
its  profits  to  technology  R&D  for 
more  than  25  years  has  begun  to  get 
Wall  Street's  attention.  "I've  never  heard 
a  bank  say  they  were  so  determined  to 
spend  a  certain  amount  on  R&D  and 
have  it  turn  out  to  such  advantage, " 
says  Kidder  Peabodys  Paluszek. 


Triumph,  Banc  One  hopes 
to  grow  this  business  even 
further,  specifically  in  the 
burgeoning  "private  label" 
credit  card  segment.  Retail- 


gests  we're  going  to  do  it 
ourselves,  he's  fired.'  Lucki- 
ly, Don's  next  sentence  saved 
his  job.  He  said  we  wouldn't 
be  able  to  do  it  alone." 


McCoy  and  McWhorter 
together  wrangled  a  deal: 
EDS  would  provide  the  tech- 
nical expertise,  and  Banc 
One  would  offer  its  banking 
acumen.  "They  needed  us  as 
much  as  we  needed  them," 
says  McCoy.  "They  wanted 
to  develop*  this  system  as 
badly  as  we  did."  Indeed,  a 
recent  Ernst  &  Young  study 
showed  that  financial  insti- 
tutions with  technology  part- 
nerships were  20  times  more 
likely  to  be  profitable  than 
those  without.  "This  isn't 
necessarily  cause  and  effect," 
says  Ernst  &  Young's  Teix- 
eira.  "It's  probably  the 
reverse:  alliances  come  to 
successful  players  like  Banc 
One." 

Kmart 

Early  in  the  1990  Christ- 
mas season — a  dismal  time 
for  retailers  by  any  mea- 
sure—Kmart  realized  its 
inventory  of  porcelain  dolls 
wasn't  selling  as  expected. 
Promptly,  the  manager  of 
toy  merchandising  cut  the 
price  from  $29.88  to  $24.99. 
Sales  skyrocketed — so  much 
so  that  Kmart  realized 
money  was  literally  flowing 
out  of  the  store  and  raised 
the  price  back  to  nearly  the 
original  cost.  The  dolls  sat 
on  the  shelves.  After  sever- 
al days  of  experimenting — 
analyzing  data  beamed  via 
satellite  nightly  from  each 
store  to  Kmart  Corp.'s  Troy, 
Mich.,  headquarters — the 
price  was  reduced  to  slight- 
ly more  than  $25.00  and  hit 
the  perfect  value  point  for 
its  customers.  The  dolls  sold 
out  on  Christmas  Eve,  thus 
avoiding  a  costly  postseason 
markdown. 

"Despite  the  fact  that 
1990  was  a  weak  retail  year, 
we  had  $87  million  less  in 
markdowns  that  season  than 
in  1989,"  says  Dave  Carlson, 
senior  vice-president  of 
information  systems  for 
Kmart.  Carlson  says  the  abil- 


ity of  the  newly  implement- 
ed satellite  system  made  it 
easy  to  track  what  was  sell- 
ing, where  and  at  what 
price — and  to  make  imme- 
diate adjustments  as  needed 
at  the  2,400  Kmart  stores 
scattered  around  the  coun- 
try. Since  November  1990, 
the  GTE  Spacenet  satellite- 
based  network— one  of  the 
largest  private  networks  cur- 
rently operating  in  the 
world — has  linked  individual 
stores  with  Kmart's  IBM  and 
Amdahl  mainframes,  enabl- 
ing immediate  and  cost- 
effective  transmission  of  crit- 
ical data. 
If  Carlson  sounds  more  like 
a  merchandising  manager 
than  a  chief  technologist, 
that's  just  one  example  of 
the  way  chairman  of  the 
board  Joe  Antonini  now 
runs  Kmart:  by  integrating 
technology  intimately  with 
other  major  business  func- 
tions. When  Antonini  was 
promoted  to  CEO  in  1987, 
one  of  his  first  moves  was 
to  call  Carlson  into  his  office 
for  advice  on  a  new  mer- 
chandising strategy  he  had 
in  mind.  Antonini  thought 
he  could  simultaneously  cut 
costs  and  direct  more  of  the 
right  products  to  the  right 
stores  by  restructuring 
Kmart's  highly  decentralized 
merchandising  activities. 
Buying  and  replenishment 
decisions  were  being  made 
by  individual  stores;  Antoni- 
ni wanted  to  bring  those 
decisions  home  to  Kmart's 
headquarters  to  curtail  esca- 
lating costs  while  zeroing  in 
on  regional  tastes  and  price 
sensitivities.  "I  knew  we 
needed  to  change  direction, 
and  I  knew  Dave  could 
help,"  Antonini  says. 

Thus  began  the  rebirth  of 
Kmart,  a  five-year  process 
that  has  astounded  Wall 
Street  and  earned  the 
respect  of  people  who  were 
ready  to  call  the  onetime 
king  of  discounters  DO  A.  By 


Forbes  ASM' 


Going 


* 


! 


f 


Further 


;OUld 


Wall 
the 

»ete 
::% 


With  every  forward  step 

into  the  world 

marketplace,  you  expect 

greater  success,  better 

solutions.  Not  a  different 

set  of  problems. 

So  you  look  for  a  global 

communications  partner 

who  has  been  there,  who 

has  managed  cultural, 

compliance,  currency,  and 

language  issues.  One 

company  who  makes  it 

all  happen,  while  you 

take  care  of  the 

business  at  hand. 

BT™  has  a  global 

presence  that  our 

competition  can't  match. 

The  TYMNET*  Global 

Network  (TGN),  with  the 

largest  market  share 

among  U.S.  value-added 

networks,  supports  Global 

Network  Services  (GNS*) 

that  reach  90%  of  the 
world's  business  centers  in 
more  than  100  countries. 
Half  of  Europe's 
multinationals  use 
our  services. 
GNS  links  your 
international  divisions. 
Then  we  monitor  and 
support  those  links  world- 
wide, bill  in  one  currency, 
and  offer  a  portfolio  of 
applications — a  single- 
vendor  solution  that 
makes  your  life  easier. 


Staying  i^s  Closer 

P 


When  BT  is  there  for 
your  global  communi- 
cations program,  you  have 
a  consulting  partner  who'll 
help  plan  your  network. . . 
customize  and  simplify. . . 
make  sure  everything 
plugs  in  where  it  should 
at  locations  worldwide. 
If  you  want,  we'll  manage 
it  end-to-end. 
But  we  know  that 
partnership  goes  beyond 
just  making  things  work. 
It  means  understanding 
your  business  strategies 
and  corporate  culture. . . 
tailoring  solutions  to  meet 
your  challenges,  matching 
our  global  technology  to 
your  local  needs.  Helping 
you  go  further  with  your 

business,  and  stay 

closer  to  your  customers. 

Before  you  take  the  next 

step,  call  1-800-872-7654 

(US)  or  1-800-874-7654 

(Canada)  for  more 

information  and  our  Going 

Further  Staying  Closer 

brochure. 

Global  Network  Services 

ExpressLANE" 

h-ame  Relay 

Videoconferencing 

EDI*Net* 

BT  Messaging  Services 

Electronic  Transaction 

Services 


i  British  Telecommunications  pic  1 992        2025-205B 


Quick  Studies 


all  measures,  1991  was  a 
record-breaking  year  for 
Kmart  at  a  time  when  most 
of  the  retail  industry  was 
announcing  layoffs  and 
downsizing.  On  the  30th 
anniversary  of  the  opening 
of  the  first  Kmart  store,  net 
earnings  were  up  13.6  per- 
cent from  1990  to  $859  mil- 
lion on  total  sales  of  $34  bil- 
lion. Antonini's  Herculean 
$3  billion  renewal  project  is 
on  budget  and  on  schedule: 
by  the  end  of  1992,  half  of 
Kmart's  aging  blue-and-pink 
stores  will  have  been  con- 
verted to  a  bright  new  for- 
mat that  is  already  proving 
well  worth  its  weight  in  ren- 
ovation dust.  The  refur- 
bished stores  have  seen  rev- 
enue increases  of  $40  to  $50 
per  square  foot  over  the  old 
format,  says  Karen  Sack, 
retail  analyst  for  Standard  & 
Poors.  "Clearly,  Antonini's 
program  is  paying  off." 

The  renewal  program  is 
not  just  a  superficial 
facelift,  however.  Behind  the 
wider  aisles  and  more  attrac- 
tive displays  is  Antonini's 
strong  commitment  to  tech- 
nology as  a  means  to  im- 
prove customer  service  and 
keep  prices  competitive. 
Take  the  merchandising  sys- 
tem, called  CMAR  (Central 
Merchandising  Automated 
Replenishment),  which  re- 
sulted from  Antonini's  first 
meeting  with  Carlson. 

Analysts  point  out  that 
although  Wal-Mart,  Ben- 
tonville,  Ark.,  is  a  dynamo 
competitor — now  a  $40  bil- 
lion firm — in  the  merchan- 
dising arena,  Kmart  has  it 
beat.  "Kmart  does  a  better 
job  of  supporting  its  buyers 
than  anyone  in  retailing — 
and  that  includes  Wal-Mart," 
says  Howard  Anderson, 
president  of  The  Yankee 
Group.  "In  this  business, 
there's  really  only  one  thing 
you  have  to  do:  buy  smart, 
and  get  the  right  products 
to  the  right  store  at  the  right 


time.  This  is  what  Carlson 
has  enabled." 

Using  CMAR — developed 
with  the  help  of  EDS— sales 
data  from  every  store  are 
collected  at  the  end  of  each 
business  day  and  pulled  back 
to  Kmart  headquarters  via 
the  satellite  hovering  more 
than  22,000  miles  above 
Texas. 

Every  time  a  purchase  is 
rung  up  at  the  register,  the 
data  are  transmitted  via  local 
area  network  to  a  Unisys 
U6000/65  Unix  server  locat- 
ed in  the  back  room  of  the 
individual  store,  immediate- 
ly updating  an  Informix- 
based  relational  database 
developed  internally  by 
Kmart.  At  the  end  of  the 
day,  the  server  takes  all  the 
sales  activities  data  for  that 
business  day  and  transmits 
them  to  the  satellite,  which 
in  turn  transmits  them  to  the 
Troy,  Mich.,  mainframes. 

By  7:30  the  next  morn- 
ing, Kmart  merchandise  buy- 
ers know  that  mauve  bath- 
mats  are  selling  extraordi- 
narily well  and  that  region- 
al distribution  centers  need 
supplies  replenished.  They 
can  mull  over  the  prospects 
of  a  new  color  trend  in  bath 
accessories — but  also  pin- 
point exactly  the  scope  of 
that  trend.  "Just  because 
mauve  sells  well  in  Arizona 
doesn't  automatically  mean 
you  set  up  huge  displays  of 
it  in  Boston,"  says  Carlson. 

Antonini's  first  technology 
decision  was  just  the 
beginning  of  a  newer,  lean- 
er and  infinitely  smarter 
Kmart.  Of  the  $650  million 
in  expenses  shorn  out  of 
Kmart's  overhead  in  the  last 
five  years,  "approximately 
half  is  due  to  automation," 
says  Antonini. 

Antonini's  philosophy  is, 
Jump  start  a  number  of 
small  technology  projects  at 
a  relatively  low  cost,  then 
quickly  pump  the  money 
into   the   more    promising 


ideas.  One  example  of  a 
promising  idea  that  has  come 
out  of  Kmart's  R&D  com- 
mittee (an  Antonini  pet  pro- 
ject) is  electronic  shelf  tags. 
These  would  display  perti- 
nent information  about  a 
product:  unit  price,  price  per 
ounce,  sale  data  or  whatev- 
er Kmart  wanted  to  high- 
light. The  result:  no  more 
employees  having  to  change 
traditional  shelf  tags. 

ShopperTrak  is  another 
idea — now  being  piloted — 
that  emerged  from  Antoni- 
ni's R&D  council.  Ceiling- 
mounted  scanners  track  the 
number  of  customers  enter- 
ing and  exiting  a  Kmart 
store,  alerting  personnel  that 
additional  sales  assistance  is 
needed  in  a  specific  depart- 
ment or  that  customers  are 
approaching  checkout  lanes. 

ShopperTrak  is  also  being 
used  to  judge  the  effective- 
ness of  Kmart  advertising. 
"If  Sunday  traffic  was  up 
substantially  in  a  given 
region,    that     means    the 


Dave  Carlson 

Senior  VP,  Information  Systems 

Kmart 

advertising  program  in  that 
area  is  working,"  says  Carl- 
son. "For  a  company  spend- 
ing $6(X)  million  annually  on 
advertising,  you  can  imagine 
the  value  of  this  system." 
Antonini  and  Carlson  also 
hope  that  ShopperTrak  will 
help  them  focus  in  on  the 
all-important  "conversion 
rate,"  the  percentage  of  peo- 
ple who  are   lured   into  a 


store  due  to  an  advertise- 
ment and  who  actually  buy 
the  advertised  product. 

Carlson  joins  Antonini  at 
the  very  top  levels  of  Kmart 
decisionmaking:  the  month- 
ly executive  committee  meet- 
ing at  which  direction  and 
long-term  strategy  are  deter- 
mined. "Technology  is  just 
as  important  as  store  func- 
tions like  marketing,  adver- 
tising and  operations,"  says 
Antonini.  "The  cross-polli- 
nation process  is  absolutely 
essential.  Dave  needs  to  hear 
the  concerns  of  my  mer- 
chandising people  and  be  a 
part  of  the  solution." 

Carlson,  in  return,  has  been 
delighted  with  the  enthu- 
siasm and  commitment 
Antonini  has  shown.  "No 
CEO  could  make  a  more 
fundamental  contribution  to 
technology  innovation  than 
Joe  Antonini,"  says  Carlson. 

Kmart's  Partners  in  Mer- 
chandise Flow  Program  is 
another  pet  Antonini  proj- 
ect. It  borrows  from  manu- 
facturing just-in-time  con- 
cepts: products  are  shipped 
to  Kmart  distribution  cen- 
ters only  when  needed, 
keeping  excess  inventory  to 
an  absolute  minimum.  In 
effect,  suppliers  such  as 
Johnson  Wax,  3M,  Fisher- 
Price  and  Scott  Paper  issue 
their  own  purchase  orders. 
They  peek  into  Kmart's 
inventory  databases  and, 
according  to  prearranged 
agreements,  ship  products  so 
that  Kmart  shelves  are  never 
bare.  They  can  also  monitor 
how  quickly  the  stores 
request  replenishment  and 
can  estimate  if  demand  for 
a  particular  product  is  pick- 
ing up  or  slowing  down. 

Now,  instead  of  Kmart 
employees  monitoring  inven- 
tory levels  of  a  broad  range 
of  products— and  perhaps 
missing  the  fact  thai  demand 
is  picking  up  for  Off!  or 
Raid  due  to  a  particular!) 
buggy  summer — now  a  John 
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Whether  you're  a  small 
business  looking  into  your  first 
computer  purchase,  or  a  multi- 
lational  company  seeking 
o  expand  a  system  you  al- 

eady  own,  where  you    ^\ 
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goal,  ultimately, 
.  isn't  to  just  pro- 
vide you  with 
a  computer  system,  it's 
to  provide  you  with  a  com- 
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VNUED  SUCCESS  ENSURES 
THAT  WE  CAN  HELP  YOU 
WITH  YOUR  CURRENT,  AND 
FUTURE,  NEEDS. 


OUR  EXCELLENT  REPUTATION  FOR 
CUSTOMER  SERVICE  WAS  RECOG- 
NIZED by  Compaq  when  they 

NAMED  US  AN  OFFICIAL  PROMDER 
FOR  THEIR  ONE-YEAR  AND  THREE- 
YEAR  ON-SITE  WARRANT)'  PROGRAMS. 


equipment  can  be  just 
is  important  as  what 
rc>u  buy  That's  why  at 
MicroAge,  we're  deter- 
hined  to  provide  you  with  every 
hing  you  need  to  help  you  get 
he  most  from  your  investment. 
At  MicroAge,  before  we  put 
ogether  a  system  for  you,  we  put 
ogether  a  plan.  We  ask  you 

bout  your  needs  and 

our  goals.  Because  our 


What  You  Get 

Out  Of  A  Computer 

Depends  On  Where 

You  Buy  It. 


can  put  together  the  system  that 
works  best  for  your  company 
And  rest  assured,  our  rela- 
tionship doesn't  end  once  your 
new  equipment  is  installed.  We 
can  also  provide 
you  with  on-site 
training,  as  well 
as  a  service  and 
support  program  that 
can  be  tailored  to  meet 
all  of  your  needs. 

So  the  next  time 
you're  in  the  market  for 
a  complete  computer 
solution,  just  call  us  at 
1-800-880-0111,  ext.  400. 


Whether  your  company  has 
a  handful  of  employees  or  is 
a  member  of  the  fortune 
500,®  at  MicroAge,  we  offer 
the  resources  and'expertise 
to  help  you  get  the  most 
from  your  computer  system. 
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petitive  edge.  To  help  your  com- 
pany to  become  more  productive, 
and,  in  turn,  more  profitable. 

Since  1976,  we've  helped 
literally  thousands  of  clients 
with  system  design,  installa- 
tion and  integration.  In 
fact,  we're  one  of  the 
industry  leaders  in  net- 
work integration. 

By  offering  products 
from  virtually  all  of  the 
industry-leading  compa- 
nies— including  the  new, 
affordable  COMPAQ 
desktop  and  notebook 
PCs,  PC  servers,  and 
k  network  printers — we 
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I    MicroAge  is  a  registered  trademark  of  MicroAge  Computer  Centers  Inc.  MicroAge  is  an  international  sales  organization  of  independently  owned  and  operated  franchised,  Company-owned 
i.|«j    >d  affiliated  reseller  locations.  COMPAQ  Registered  U.S.  Patent  and  Trademark  Office.  All  other  trademarks  and  registered  trademarks  are  of  iheir  respective  companies 


now  that  you  can  buy  a  compaq  for  the 
price  of  a  clone,  why  settle  for  less  than 
Compaq  quality?  At  MicroAge,  we  carry 
the  full  line  of  compaq  products. 


We'll  show  you  how  to  get 
more  for  your  money  By  getting 
more  from  your  computers. 

MxoxoAge 
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son  employee  is  charged 
with  making  sure  Kmart 
doesn't  run  out  of  product. 
"Because  inventory  levels 
are  predetermined",  says 
Greg  Walczynski,  a  project 
manager  for  distribution  at 
S.  C.  Johnson  Wax.  says, 
"Kmart  doesn't  end  up  with 
excess  inventory,  yet  the  fact 
that  we  can  anticipate 
demand  more  accurately  is 
causing  our  overall  sales  to 
increase." 

The  warehouse  inventory 
databases  that  Kmart 
suppliers  have  access  to  were 
built  using  Informix's  fourth- 
generation  Unix-based  data- 
base language.  The  databas- 
es run  on  Unisys  U6500 
servers,  because  the  Informix 
technology  is  available  over 
a  broad  range  of  hardware 
and  software  platforms — and 
because  all  Kmart  systems 
adhere  to  industry  standards. 
Therefore,  Kmart  has  devel- 
oped closer  ties  to  its  sup- 
pliers than  Wal-Mart,  say 
analysts.  This  is  a  major  dif- 
ference in  strategy  between 
the  two  firms:  Wal-Mart  has 
chosen  to  go  out  on  its  own 
and  impose  its  technology 
on  its  suppliers;  Kmart  is  fol- 
lowing a  more  cooperative 
route  of  working  with  sup- 
pliers to  build  systems  com- 
mon to  a  wide  variety  of 
business  relationships. 

"Wal-Mart  has  gone 
ahead  and  created  its  own 
proprietary  EDI  technology," 
says  Tom  Rauh,  regional 
director  for  retail  consulting 
at  Ernst  &  Young,  New 
York  City,  "whereas  Kmart 
has  been  active  on  industry 
committees  that  attempt  to 
create  standards  that  every- 
one agrees  upon." 

Anthony  Mauro  recalls 
that  when  he  was  named 
vice-president  of  distribution 
and  transportation  in  1988, 
Kmart  distribution  centers 
were  shipping  goods  to 
stores  only  once  a  week;  the 
entire  Ordering  cycle — from 


the  time  a  store  placed  an 
order  for  a  case  of  Dove, 
for  example,  until  the  time 
the  store  received  the  ship- 
ment— took  a  full  two 
weeks.  Now,  newly  auto- 


Joe  Antonini 

Chairman  and  CEO 

Kmart 


mated  distribution  centers 
dispatch  trucks  to  stores  on 
a  daily  basis  using  efficient 
cross-docking  and  routing 
instructions  calculated  with 
artificial  intelligence  tech- 
nology. As  a  result,  the 
order  cycle  has  been  reduced 
to  48  hours  and,  for  some 
stores,  to  24  hours.  Individ- 
ual Kmart  stores  have 
reduced  inventory  levels 
between  20  and  30  percent. 

Despite  this,  Kmart  still 
lags  behind  Wal-Mart  in 
distribution  efficiency.  Wal- 
Mart  jumped  into  sophisti- 
cated point-of-sale  and 
replenishment  technology 
well  in  advance  of  Kmart 
and  is  clearly  regarded  as  a 
leader  in  those  areas,  says 
Steve  Johnson,  managing 
partner  of  Andersen  Con- 
suiting's  retail  industry  prac- 
tice. Still,  Kmart  is  gaining 
ground  fast. 

"Kmart  came  in  half  an 
hour  late  and  50  cents 
behind,"  says  Marion  Dixon, 
manager  of  Delaware  Man- 
agement Co.'s  Decatcur 
Fund,  Philadelphia,  a  major 
Kmart  stakeholder.  "Now 
they're  marginally  late  and 
pretty  much  caught  up." 
The   fact  that  Kmart  has 


come  so  far  so  quickly  is 
thanks  to  Carlson's  far- 
sighted  technological  vision, 
says  Nancy  Thomas,  the  for- 
mer Kmart  account  manag- 
er for  EDS.  "Dave  was  hired 
in  1985  by  Antonini's-  pre- 
decessor and  was  the  first 
senior  officer  in  Kmart's  his- 
tory to  be  brought  in  from 
the  outside.  It  was  one  of 
the  smartest  things  Kmart 
did."  Carlson,  a  former 
industrial  engineer  and  pro- 
fessor at  the  University  of 
Michigan  at  Ann  Arbor, 
took  one  look  at  Kmart's 
existing  technology  infra- 
structure and  started  putting 
plans  into  place  for  a  new 
architecture — a  radical  one 
at  the  time — based  on  Unix 
and  open  systems,  so-called 
because  they  adhere  to  strict 
industry  standards  that  allow 
products  from  different  ven- 
dors to  be  readily  inter- 
changed. 

Now  virtually  all  retail- 
ers— including  Wal-Mart — 
have  moved  to  the  Unix 
platform,  but  that  initial 
decision  enabled  Carlson  to 
devise  rapid  technological 
solutions  once  Antonini 
took  over  the  business  helm. 


be  found  in  Kmart  stores 
than  in  their  offices.  No 
desk-bound  executives,  Carl- 
son and  Antonini  are  con- 
stantly on  the  road  and 
aren't  shy  about  prowling 
through  Wal-Mart  and  Tar- 
get stores  to  pick  up  new 
ideas.  "Every  wristwatch  I've 
owned  since  college  has  a 
second  hand  on  it,"  says 
Carlson,  who  hovers  around 
registers,  noting  how  long 
customers  spend  in  line,  how 
long  cashiers  take  to  ring  up 
purchases — 25  percent  less 
time  than  when  Carlson 
took  over  Kmart's  technol- 
ogy helm — and  how  long 
approval  takes  for  Visa  and 
MasterCard  purchases.  "It 
used  to  take  two  or  three 
minutes  to  get  a  credit  card 
authorized.  Now  it's  rarely 
longer  than  3.5  seconds," 
says  Carlson. 

Antonini  visits  400  Kmart 
stores  a  year,  making 
sure  to  visit  any  competing 
retailers  in  the  immediate 
vicinity.  "I'm  looking  to  see 
what  they're  doing  right,  and 
what  we  can  learn  from 
them,"  says  Antonini,  who 
is  determined  to  give  Wal- 
Mart  a  run  for  its  money. 


Newly  automated  distribution 
centers  dispatch  trucks  to  stores 
on  a  daily  basis  using  efficient 
cross-docking  and  routing  instructions 
calculated  with  artificial  intelligence 
technology  As  a  result,  the  order  cycle 
has  been  reduced  to  48  hours  and, 
for  some  stores,  to  24  hours. 


"You  buy  specific  hardware 
and  software  products  to 
solve  problems  you  know 
about,"  says  Carlson.  "But 
a  good  architecture  means 
you  can  handle  things  you 
don't  know  about  yet." 

These  days,  Carlson  and 
Antonini  are  more  likely  to 


"Wal-Mart  is  where  we  were 
15  years  ago:  growing  like 
crazy  and  apparently  able  to 
do  no  wrong.  They're  a 
great  company.  But  we're 
going  to  be  greater." 

Alice  LaPtaflte  is  a  Palo  Alto. 
Cdlif.-hascd  freelance  write 
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At  Racal-Datacom,  we  want  to 
solve  your  business  problems,  not 
just  your  network  problems. 

That's  the  single  vision  behind  our 
approach  to  network  integration.  An 
approach  we've  taken  for  more  than 
three  and  a  half  decades,  while  serving 
thousands  of  customers  worldwide. 

We  have  more  networking  tools 
at  our  disposal  than  any  other  data 
communications  company  —  more 
than  350  different  products  and 
systems  for  LANs,  WANs,  and 


Racal-Datacom  ™ 


internetworking.  From  workgroup 
systems  to  enterprise-wide  solutions. 
Designed,  manufactured,  and 
warranted  by  Racal-Datacom.  And 
controlled  by  one  of  the  industry's 
most  comprehensive,  distributed 
network  management  systems. 

We'll  help  you  build  a  network 
that  supports  your  company's 
business  vision. 

We'll  design,  fully  integrate,  and 
maintain  your  network.  If  you 
prefer,  we'll  even  operate  it  for  you. 


With  operations  in  more  than  80 
countries,  we  truly  are  a  global 
networking  company. 

To  see  how  we've  helped  compa- 
nies like  yours  achieve  their  unique 
networking  objectives,  call  us  at 
1-800-RACAL-55.  Consultant 
inquiries  are  also  welcome. 

We'll  send  you  a  complete  infor- 
mation package.  It  could  give  you 
a  whole  new 
perspective  on 
networking. 


WE   UNDERSTAND   NETWORKING    INSIDE   AND   OUT 
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This  is  the  problem  with  80%  solutions. 


These  days,  almost  is  almost 
always  trouble. 

In  order  to  achieve  the  organ 


components  of  the  enterprise. 
Simultaneously 

To  Andersen  Consulting,  this 
means  four  interdependent 
elements:  strategy,  business 


processes,  people  and  technology } 
After  all,  why  waste  time  on  a  I 
strategic  solution  if  it  doesnt 
impact  on  your  operatjojps?  Why  | 
bother  to  shoot  for  technological  \ 


iprovement  if 'your  people  are 

t  fully  equipped  to  fall  in  Pne? 

Andersen  Consulting  has 

^plied  this  principle  of  integra- 

>v\  for  manufacturers,  as  weH 


as  service  firms,  and  found  it 
equally  true  for  both.  As  is  one 
other  principle. 

A  partial  solution  is  often 
worse  than  none  at  alL 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C 
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Hollywood 
Goes  Digital 

The  next  generation  of  leading  men  in  Tinseltown  could  be  the 

brainy  computer  wizards  who  can  leap  tall  buildings 

without  leaving  their  ergonomically  correct  chairs.  These  stunt-nerds 

have  seen  the  future  of  Hollywood — and  it  is  theirs ! 


Hollywood  is  not  high  tech. 
Hollywood  is  not  even  indus- 
trial. Hollywood  is  feudal. 
Power  in  the  film  and  television 
businesses  has  always  arisen  from  the 
ability  to  control  people  through  a 
complex  web  of  allegiances  so  strong 
that  kings  (studio  heads  or  network 
programming  bosses)  are  able  to  order 
their  lords  (producers)  to  field  armies 
of  skilled  warriors  (directors,  writers 
and  actors)  to  do  their  bidding.  Super- 
agents  like  Michael  Ovitz  (the  Black 
Knight)  assemble  groups  of  merce- 
naries available  for  hire  to  the  high- 
est bidder.  Motion  Picture  Association 
of  America  president  Jack  Valenti 
plays  the  Pope.  There  is  even  a 
medieval-style  guild  system  (the  Direc- 
tors Guild,  Writers  Guild  and  Screen 
Actors  Guild,  to  name  a  few).  Every- 
one else,  including  the  audience,  is  just 
a  peasant.      * 

Like  all  feudal  societies,  Hollywood 
relies  on  palace  building  and  other  acts 
of  conspicuous  consumption  to  demon- 
strate strength.  Power  is  closely  held, 
and  formal  corporate  structures  exist 
mainly  to  satisfy  banks.  Business  is 
often  conducted  in  public,  over  baro- 
nial lunches  at*Chasen's  or  royal  din- 
ners at  Spago.  Valet  parking  is  pro- 
vided. Honors  are  handed  out  to  near- 
ly everyone.  Billy  Crystal  plays  the 
emcee/court  jester. 


That  Japanese  companies  are  buy- 
ing up  American  movie  studios  makes 
perfect  sense:  they  are  already  com- 
fortable with  the  system,  a  thriving 
samurai  society  that  faces  no  threat  of 
renaissance  or  revolution  in  the  fore- 
seeable future.  Or  so  it  must  seem. 

Technology,  of  course,  plays  a  role 
in  the  way  films  and  TV  shows  are 
made.  It  serves  as  a  weapon  that  can 
provide  one  side  or  another  with  a 
fleeting  advantage.  But  technologies 
cflme  and  go,  and  the  experts  who 
understand  them  remain  peripheral  to 
the  real  action.  Ultimately,  whether 
the  product  is  a  silent  film  or  talkie, 
a  cartoon  or  TV  show,  the  business 
has  always  come  down  to  the  low-tech 
basics  of  stories,  presentation  and 
money.  Which  explains  why,  until  very 
recently,  the  most  important  comput- 
ers in  Hollywood  were  generally  those 
running  Lotus  1-2-3. 

A  closer  look,  however,  reveals  that 
things  are  changing.  If  technology 
hasn't  really  mattered  in  Hollywood, 
what  are  all  these  nerds  doing,  star- 
ing into  the  high-definition  screens  of 
their  Silicon  Graphics  workstations  on 
the  third  floor  of  the  Tristar  building 
at  Sony  Pictures  Entertainment?  Why 
are  these  kids  in  T-shirts  and  long  hair, 
working  in  an  Early  American-cum- 
Steelcase  environment,  convinced  that 
they  are  about  to  change  not  just  the 


way  Hollywood  makes  films,  but  the 
way  the  world  is  entertained?  And  why 
are  so  many  people  in  Hollywood  and 
Japan  no  less  convinced  that  these 
techies — and  others  like  them — are  the 
Merlins  who  hold  the  future  of  the 
kingdom  in  their  hands? 

Because  Hollywood  is  going  digital. 

I  have  seen  the  future  and  I  fear 
it  is  Vanna  White.  Five  years  from 
now,  if  Time-Warner  and  other  aggres- 
sive cable  companies  have  their  way, 
digital  television  systems  will  offer  500 
channels — and  there's  at  least  the 
remote  possibility  that  "Wheel  of  For- 
tune" will  be  playing  on  nearly  all  of 
them.  By  then,  consumers  may  receive 
their  programming  by  cable  or  from 
the  phone  company,  by  microwave  link 
or  directly  via  satellite — but  however 
the  signal  arrives,  there  will  be  far 
more  channels  than  ever  before,  and 
far  more  demand  for  the  entertain- 
ment software  we  once  quaintly 
referred  to  as  movies  and  TV  shows. 
Distribution  technology  will  finally  out- 
pace production  technology,  creating 
an  enormous  maw  into  which  Holly- 
wood will  be  able  to  throw — and  sell — 
all  the  programming  it  can  create. 

If  Hollywood  doesn't  come  up  with 
the  software  to  fill  our  late  1990s  TV 
screens,  somebody  else  will — a 
prospect  not  at  all  pleasing  to  movie 
moguls  accustomed  to  dominating  the 
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t  is  possible  today  to 
film  a  scene,  scan  it  into  a  computer,  change  the  scene  within  the 

computer,  then  scan  the  altered  images  back  onto 
film  in  such  a  way  that  the  changes  are  invisible  to  the  human  eye. 


supply  side  of  the  business.  But  the 
existence  of  500  channels  for  the  same 
audience  currently  served  by,  say,  50 
means  each  channel  will  receive  con- 
siderably less  money  for  producing 
programs.  As  in  other  industries,  the 
way  to  cut  unit  costs  is  through  mass 
production  via  automation,  and  to 
moviemakers  and  TV  producers  that 
means  computers. 

Fifteen  years  ago,  a  time  that  not 
accidentally  coincided  with  the 
birth  of  the  personal  computer. 
Star  Wars  brought  the  first  taste  of 
computer  technology  to  motion  pic- 
ture production.  By  de-emphasizing 
stars  and  relying  instead  on  special 
effects  dominated  by  computerized 
motion-control  camera  techniques 
developed  in  Northern,  not  Southern. 
California,  George  Lucas  showed  Hol- 
lywood a  new  way  to  make  money. 
More  importantly,  he  demonstrated 
that  the  lavish  use  of  technology  didn't 
have  to  lessen  old-fashioned  audience 
appeal.  The  Star  Wars  trilogy  of  films 
grossed  more  than  $1  billion  in  its  first 
theatrical  release,  a  fact  not  lost  on 
the  people  who  make  movies. 

Since  then,  the  trend  toward  ever 
more  spectacular  special  effects  has 
continued.  In  1988,  the  Disney  hit  Who 
Framed  Roger  Rabbit?  used  computer 
techniques  to  lace  real  actors  inside 
an  animated  cartoon.  Disney  had  done 
this  before  in  selected  sequences,  such 
as  in  the  1923  Alice  in  Cartoonland 
and  the  memorable  teaming  of  Gene 
Kelly  and  Donald  Duck  in  The  Three 
Caballeros  in  1945,  but  never  at  such 
length  or  so  smoothly.  For  Termina- 
tor 2  in  1991,  Carolco  used  even  more 
astounding  computer  effects  to  lace 
photo-realistic  computer  graphics  with- 


True  Grid  Seme  of  fhe  most  startling  special 
effects  in  Carolco  s  eye-boggling  Terminator  2 
were  created  by  Industrial  Light  &  Magic 
through  morphing,  a  technique  that  allowed 
director  James  Cameron  to  make  the  android 
villain  constantly  change  forms.  To  help  comput- 
er operators  transform  the  character  section 
by  section,  actor  Robert  Patrick  was  carefully 
divided  into  precise  segments. 


in  a  live-action  feature.  At  a  cost  of 
$98  million,  72  (as  it's  known  in  film 
circles)  was  also  the  most  expensive 
film  to  date. 

The  future  is  clear:  Computers  can 
be  used  to  simulate  reality  in  films,  to 
take  viewers  where  audiences  have 
never  gone  before.  Computers  are 
quickly  becoming  an  indispensable 
component  of  the  production  mix. 

It  is  possible  today  to  film  a  scene, 
scan  it  into  a  computer,  change  the 
scene  within  the  computer,  then  scan 
the  altered  images  back  onto  film  in 
such  a  way  that  the  changes  are  invis- 
ible to  the  human  eye.  And  with  com- 
puter power  doubling  every  18  months, 
what  is  barely  possible  today  will  be 
commonplace  in  feature  films  two 
years  from  now  and  in  your  home 
videos  by  1997. 

"Most  visible  is  the  exotic  3D  stuff, 
like  morphing,  in  which  the  computer 
is  used  to  transform  one  figure  into 
another,"  says  T2  director  James 
Cameron.  "But  the  bulk  of  what's  hap- 
pening is  less  expensive  2D  image  pro- 
cessing. We  can  touch  up  the  crow's- 
feet  around  an  actress's  eyes,  change 
the  color  of  the  sky,  make  all  sorts  of 
changes  to  a  scene  in  postproduction, 
where  before  we  had  to  reshoot  the 
scene.  Darkroom  tools  are  becoming 
digital  and  can  be  used  when  you  don't  j 
have  1(H)  people  standing  around." 

Computer  effects  are  even  playing 
an  important  part  in  films  that  are  not 
thought  of  as  special-effects  movies.  In 
The  Babe,  the  recent  feature  about 
Babe  Ruth,  computer  effects  were  used 
to  make  right-handed  actor  John 
Goodman  appear  to  pitch  like  Ruth. 
a  lefty.  "John  pretended  to  throw  tin 
hall,  the  hitter  took  his  swing,  and  tin 


- 


nee  the  studios'  thousands 


of  films  have  been  digitized  and  stored,  computers  can  be  used  to  put 

Jimmy  Cagney  in  a  Diet  Coke  commercial,  a  computer  game  or 
a  70-millimeter  remake  of  Public  Enemy \  complete  with  Dolby  sound. 
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catcher  pretended  to  catch,"  describes 
Carl  Rosendahl,  president  of  Pacific 
Data  Images,  the  Sunnyvale,  Calif., 
company  that  did  the  computer  effects. 
"We  added  the  ball  in  the  computer, 
then  resynced  the  hitter  and  catcher 
to  make  the  timing  seem  right.  With- 
out the  computer,  we  could  never  have 
made  him  into  a  realistic  left-handed 
pitcher." 

Rosendahl's  computers  were  also 
employed  to  modify  the  architecture 
of  the  minor  league  ballparks  used  in 
the  film,  adding  upper  decks  where 
there  were  none  and  filling  the  stands 
with  20,000  moving,  cheering,  hotdog- 
eating  digital  extras  cloned  from  a  sam- 
ple of  1,000  people  in  period  costumes, 
igital  techniques  and  their 
attendant  cost  savings  are  not 
limited  to  live-action  films.  The 
most  dramatic  savings  come  in  the 
pricey  production  of  cartoons.  Using 
traditional  animation  techniques,  Dis- 
ney spends  an  average  of  $300,000  per 
minute  to  produce  an  animated  fea- 
ture such  as  The  Little  Mermaid  or 
last  year's  hit  Beauty  and  the  Beast. 
Rosendahl  and  the  computer  anima- 
tors at  Pacific  Data  Images  say  they 
could  produce  the  same  feature  today 
for  under  $200,000  per  minute.  While 
Rosendahl  shops  his  animation  ideas 
around  Hollywood  looking  for  back- 
ers, the  first  such  fully  computer-ani- 
mated feature  is  already  in  production 
at  Pixar  Inc.,  a  Lucasfilm  spin-off  now 
owned  by  Apple  Computer  founder 
Steve  Jobs.  Not  surprisingly,  the  cus- 
tomer for  Pixar's  top-secret  project  is 
Disney. 

Three  years  ago,  the  studios  were 
afraid  of  computers,"  says  Rosendahl. 
jjiK  "Now  they  see  computers  as  great 
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Crowd  Control  In  order  to  cut  production 
costs  and  add  realism  to  The  Babe,  this  year's 
movie  about  Babe  Ruth,  Pacific  Data  Images 
added  a  second  deck  to  the  minor  league  ball- 
park used  as  a  location,  then  used  computer 
imaging  to  turn  1 ,000  extras  into  the  proverbial 
cast  of  thousands.  In  a  feat  any  baseball  man- 
ager might  envy,  PDI  also  converted  actor  John 
Goodman  from  a  righty  to  a  lefty,  a  la  Ruth. 


tools  to  help  them  in  their  jobs.  Kodak 
and  Tristar  are  doing  whatever  they 
can  to  make  computers  fit  in." 

At  Tristar,  fitting  in  means  pre- 
visualizing  a  film  by  using  the  com- 
puter to  plan  all  of  the  scenes  and 
shots  before  actually  filming  them.  By 
updating  traditional  pen-and-ink  sto- 
ryboarding  with  three-dimensional  mov- 
ing images,  previsualization  can  be 
used  to  animate  characters  and  even 
edit  films  on  the  computer  screen 
before  a  single  frame  is  shot,  predict- 
ing eventual  problems  and  saving  time 
and  money.  Of  course,  great  directors 
have  always  been  adept  at  imagining 
how  shots  will  look,  but  as  costs  have 
risen  exponentially,  the  price  tag  on 
instinct,  however  brilliant,  has  become 
dauntingly  high. 

"Previsualization  gives  more  oppor- 
tunity to  pre-imagine  the  movie,"  says 
a  director  familiar  with  the  work  at 
Tristar.  "The  method  enhances  safety 
and  allows  the  studio  to  produce  a  bet- 
ter product  at  lower  cost.  By  not  mak- 
ing all  those  extra  shots  that  aren't 
really  needed,  you  can  save  an  aver- 
age of  $500,000  on  second-unit  costs 
alone.  Tristar  claims  they  shave  10  per- 
cent off  their  average  $26  million  pro- 
duction budget,  which  can  either  go 
to  the  bottom  line  or  add  two  extra 
pictures  per  year  to  their  normal  30- 
picture  schedule.  All  this  at  a  cost  of 
$15,000  per  month  for  computers,  soft- 
ware and  labor.  It  takes  about  a  week 
to  previsualize  an  entire  picture." 

By  adding  two  pictures  per  year,  a 
company  gets  two  more  shots  at  the 
box  office.  This  in  an  industry  that 
loses  money  on  most  of  its  releases 
and  relies  heavily  on  blockbusters  but 
is  often  pleasantly  surprised  by  movies 
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Mickey  Schulhof : 
Sony's  American  \inja 

By  pouring  $125  million  into  Columbia's  state-of1 
the-art  studio  and  forcing  high  technology  on  a 
reluctant  industry,  Sony  Americas  physics  Ph.D.  CEO 
is  determined  to  break  Hollywood's  analog  jam. 


ASAP:  Information  is  a  large  part  of 
what  your  company  is  about. 
SCHULHOF:  Information  is  everything 
we're  about.  Information  and  the  abil- 
ity to  communicate  it  are  the  heart 
and  soul  of  everything  we  do — and 
also  the  reason  we  got  into  the  enter- 
tainment business. 

ASAP:  Is  that  a  change  from,  say,  10 
years  ago? 

SCHULHOF:  It's  a  big  change.  Not 
because  of  the  businesses  we  are  in, 
but  rather  our  view  that  you  can't  be 
in  just  one  part  of  this  business.  You 
have  to  be  in  all  of  it.  Otherwise  you 
can't  shape  your  destiny. 
ASAP:  So  is  this  the  information  equiv- 
alent of  vertical  integration? 
SCHULHOF:  Yes,  but  I'd  like  to  use  the 
term  information  in  a  more  generic 
sense,  meaning  content.  Content  is  just 
as  much  music  or  film  or  video.  It  is 
the  way  in  which  communication  of 
ideas  takes  place.  We  manufacture 
electronic  devices,  make  films,  televi- 
sion and  audio  recordings.  The  entire 
spectrum,  from  information  creation 
through  delivery,  is  what  we  are  about. 
ASAP:  The  phone  companies  recently 
were  granted  permission  by  the  FCC 
to  carry  video  signals  to  homes.  In  the 
news  accounts,  the  number  $400  bil- 
lion was  often  mentioned  as  the  cost. 
Is  it  really  that  much? 
SCHULHOF:  It  shouldn't  cost  that  much. 
Telephone  companies  can  be  in  the 
electronic-delivery  business  of  video 
very  quickly  if  they  choose  to  be,  and 
some  already  are.  They  can  use  regu- 
lar telephone  twisted-pair  cable.  You 
dial  up  a  number,  order  a  film,  and  the 
film  is  sent  down  electronically  from 
the  telephone  company  central  office. 


ASAP:  As  a  content  provider,  this  must 
thrill  you. 

SCHULHOF:  Of  course.  Alternative  deliv- 
ery systems  that  enhance  competition 
and  increase  demand  are  something 
we're  interested  in. 
ASAP:  But  until  one  technical  approach 
obviously  works  better  than  the  oth- 
ers, you're  still  stockpiling  content. 
SCHULHOF:  Not  only  stockpiling  it,  we 
are  distributing  it,  making  money  off 
of  it.  We  build  libraries  because  we 
think  that  populations  renew  themselves. 
One  of  the  nice  things  about  our  tele- 
vision library  is  that  there  are  new  gen- 
erations of  people  that  come  along  and 
enjoy  the  same  seven  stories. 
ASAP:  There  is  a  lot  of  talk  in  Holly- 
wood now  about  how  your  companies 
are  using  HDTV,  previsualization 
and  computer  graphics  to 
help  control  costs  and 
speed   time   to  mar- 
ket— or  both.  Has 
this  trend  accelerated 
since  Sony  got  into 
the  movie  business? 
SCHULHOF:  I  think  we 
are  the  leaders  in  the 
field.  When  we  first 
bought  Columbia  Pic- 
tures   in    September 
1989,  Columbia  had  no 
studio  of  their  own.  In 
the  last  three  years,  not 
only  have  we  acquired  our 
own  studio,  but  I've  invested 
$125  million  in  improving  the 
studio,   rebuilding   it   and 
turning  it  into  what  is  now 
the  state-of-the-art 
facility  in  California, 
perhaps  the  most  tech- 


nically advanced  of  the  major  Holly- 
wood studios.  Ask  Jim  Brooks  or 
Danny  DeVito  or  a  host  of  other 
directors  and  producers  where  they'd 
like  to  work  right  now,  and  they'll  tell 
you  the  Sony  Pictures  Culver  City  lot. 
ASAP:  So  you  can  use  technology  to 
attract  talent. 

SCHULHOF:  We  have  been,  and  it  was 
a  goal  I  had  since  the  day  we  bought 
the  movie  company — a  goal  that  Peter 
Guber  embraced  immediately. 
ASAP:  A  big  change  for  an  industry 
that  has  tended  to  be  technophobic. 
SCHULHOF:  Very  definitely.  The  use  of 
computer-generated  animation  to  do 
storyboarding  is  a  significant  change. 
Some  of  those  same  techniques  lead 
to  the  preproduction  stages  of  video 
games  as  well.  We  do  the  same  with 
the  sound  tracks:  getting  involved  in 
the  sound  track  creation  at  a  very  early 
stage  and  drawing  as  much  as  we  can 
on  the  talent  that  is  in  our  own  record 
company.  We  use  the  marketing  of  the 
CDs  and  tapes,  prior  to  the  release  of 
the  film,  as  a  way  to  start  to  build 
audience  recognition  and  anticipation. 
ASAP:  How  can  technology  be  misap- 
plied in  these  businesses? 
SCHULHOF:  The  danger,  if  there  is  one, 
is  people  compromising  their  standards 
of  quality  through  the  use  of  electronic 
alternatives.  In  the  end,  our  eyes 
are  analog  and  our  ears  are 
analog,  so  the  standards  that 
a  viewer  has  looking  at  an 
end-product  can't  be 
compromised. 
ASAP:  The  quality  issue 
must  be  a  special  chal- 
lenge for  home  distri- 
x  bution,  if  there  really 
arc  150  or  5(H)  chan- 
nels. The  market 
isn't  going  to  get  10  or 
1(X)  times  bigger,  so  there 
won't  necessarily  be  that 
much  more  money  to 
support  those  extra  channels. 
SCHULHOF:  And  we  shouldn't 
overlook  the  dynamics  ol 
what  it  is  that  creates  a  mad 
market.  Mass  markets  are  ere 
ated  by  word  of  mouth  anc 
by  collective  intei 
est  among  a  largv  j 
number    of    consumer! 
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There  has  to  be  a  way  for  large  seg- 
ments of  society  either  to  view  a  film 
at  the  same  time  or  to  listen  to  a 
record  at  the  same  time,  to  share  a 
common  experience  which  they  can 
then  talk  to  their  friends  about.  Every 
motion  picture  studio  makes  more 
money  off  prerecorded  video  than  it 
does  off  theatrical  exhibitions.  Yet 
there  is  no  way  to  create  a  market 
for  prerecorded  video  without  the- 
atrical exhibition.  You  need  people 
to  see  a  film  in  1,000  theaters  across 
the  United  States,  all  within  a  three- 
or  four-week  time  frame. 
ASAP:  So  these  are  industries  that 
are  based  on  celebrity.  Without 
celebrity,  the  industry  doesn't  work. 
And  for  that  very  reason,  it's  doubt- 
ful that  the  1,000-channel  digital  sys- 
tems are  going  to  subvert  that, 
because  it  won't  be  a  good  business 
then. 

SCHULHOF:  Well,  if  you  have  a  1,000- 
channel  system,  it  is  great  for  cata- 
log exploitation.  It  is  not  necessary 
for  superstar  creation.  If  you  look 
at  our  business  in  recorded  music, 
we  sell  huge  numbers  of  superstars, 
but  we  also  sell  huge  numbers  of 
catalog.  Our  catalog  is  probably 
3,000  record  titles  that  we  maintain 
actively.  I  don't  believe  we  could 
generate  the  superstar  business  with- 
out having  the  catalog.  We  also 
couldn't  do  catalog  sales  without 
having  superstars.  Could  a  bookstore 
survive  if  it  only  sold  best  sellers — 
if  you  walked  in  and  there  were 
only  30  titles?  No. 
ASAP:  For  all  its  home  electronics 
and  mass  markets,  Sony  has  not 
done  well  in  the  computer  business. 
SCHULHOF:  No,  we  haven't.  We  have 
never  really  developed  an  under- 
standing of  either  the  marketplace 
or  the  software  side.  We  built  an  8- 
bit  PC  and  chose  the  wrong  oper- 
ating system — CP/M.  There  was  no 
software,  no  content,  to  support  our 
product.  We  stumbled  in  our  first 
try,  but  we  are  going  to  look  again 
at  making  devices  that  use  massive 
computing  power  to  interact  with 
people's  lives.  And  I  hope  this  time 
we  will  have  learned  enough  from 
our  previous  efforts  that  maybe  we 
can  be  successful. 


like  Home  Alone.  The  more  times  a 
studio  can  roll  the  dice,  the  better  its 
chances  of  such  surprises. 

Not  everyone  sees  computer  story- 
boarding  as  the  second  coming,  but 
most  agree  that  the  technique  has 
arrived.  "Previsualization  has  its  advan- 
tages," says  Jim  Morris,  vice-president 
and  general  manager  of  Industrial 
Light  &  Magic,  the  special-effects  arm 
of  Lucasfilm.  "Strong  directors  will 
take  advantage  of  the  technology,  but 
they  will  already  know  what  they  want. 
It's  also  potentially  stifling,  because  a 
lot  still  has  to  happen  spontaneously 
on  the  set  in  order  to  make  a  good 
movie.  You  can't  pretest  everything. 
But  it  generally  makes  studio  execs 
sleep  better." 

Increased  efficiency  is  obviously  a 
virtue.  A  10-percent  saving  is  worth 
pursuing,  even  in  the  profligate  atmos- 
phere of  studio  economics.  But  such 
savings  are  not  really  the  driving  force 
behind  movie  moguls'  shift  toward 
computerization.  Financial  considera- 
tions surely  were  not  the  impetus 
behind  the  American  Film  Institute's 
move  from  offering  no  computer  class- 
es two  years  ago  to  listing  48  differ- 
ent computer  courses  in  its  current 
catalog. 

Computer  skills  are  becoming  vital 
because  studio  bosses-cum-kings 
see  computers  and  digitalization 
not  just  as  new  weapons,  but  as  new 
domains  to  be  conquered.  They  have 
suddenly  realized  that  once  an  image 
is  digitized  and  saved  on  a  computer 
disk  or  tape,  it  can  be  used  and  reused 
forever  in  almost  unlimited  ways.  Once 
the  studios'  thousands  of  films  have 
been  digitized  and  stored,  computers 
can  be  used  to  put  Jimmy  Cagney  in 
a  Diet  Coke  commercial,  a  computer 
game  or  a  70-millimeter  remake  of 
Public  Enemy,  complete  with  Dolby 
sound.  Before  long,  the  kind  of 
"recombinant"  experimentation  tried 
out  in  such  films  as  Woody  Allen's 
Zelig  or  Steve  Martin's  Dead  Men 
Don't  Wear  Plaid  could  become  rou- 
tine for  moviegoers. 

When  Ted  Turner  bought  MGM  in 
1986  for  $1.7  billion,  essentially  to 
acquire  its  library  of  3,600  MGM,  RKO 
and  pre-1950  Warner  Brothers  films, 
then  sold  off  for  almost  $1  billion  what 
everyone  in  Los  Angeles  viewed  as  the 
studio  but  he  thought  of  as  its  carcass, 


the  cable  television  visionary  showed 
Hollywood  the  true  value  of  its  film 
assets.  Now  that  these  films  are  per- 
ceived as  digital  source  material  that 
can  be  reused  in  ways  just  beginning 
to  be  explored,  their  value  is  much 
increased.  This  fact  was  not  lost  on 
Sony  when  it  bought  Columbia  Pic- 
tures or  on  Matsushita  when  it  bought 
Universal.  Both  Japanese  companies 
said  they  were  buying  not  just  to  own 
the  studios  but  to  control  their  soft- 
ware, and  they  plan  to  use  their 
libraries  of  digital  images  in  films,  TV 


Roll  Model  Using  the  computer  to  previsualize 
the  kind  of  expensive  stunts  that  have  given  the 
term  big-budget  film  a  whole  new  meaning, 
directors  can  plan  camera  angles  and  work 
out  problems  before  going  into  production.  At 
Tristar,  a  car  crash  is  enacted  digitally  before  the 
high-price  film  crew  hits  the  road. 

shows,  computer  and  video  games, 
amusement  parks  and  p.inted  media. 
Jimmy  Cagney  may  soon  be  working 
harder  than  ever. 

Ted  Turner  used  an  undervalued 
asset — the  MGM  film  library — to  fill  at 
relatively  low  cost  the  many  extra  chan- 
nels suddenly  made  available  by  cable 
TV.  Turner's  WTBS  and  TNT  cable 
channels  are  built  around  old  movies 
and  Abdomenizer  ads.  In  the  next  five 
years,  new  digital  image-compression 
and  delivery  technologies  will  open  up 
even  more  channels  for  video  and 
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The  Gene-Spliced  \etwork 


Now  that  we  have  the  technology  to  create 
mix-and-match  television  shows  using  a 
database  of  existing  images,  we  will  soon 
move  beyond  such  child's  play  as,  say, 
Louis  Armstrong  singing  a  duet  with  Ehon 
John,  or  Cary  Grant  pouring  a  Pepsi  for 
Paula  Abdul.  Instead,  we  will  create  new 
recombinant  DNA  series  that  will  help  fill  the 
hundreds  of  TV  channels  made  available  by 
fiber  optics.  Some  prime(time|  examples: 

Ralph  &  Lucy  &  Ricky  &  Alice 

A  rollicking  menage  a  quatre  brings 
together  two  of  television's  most-loved 
shows.  The  Honeyrnooners"  and  "I  Love 
Lucy."  Kramden  takes  a  job  driving  the  bus 
for  the  Ricky  Ricardo  band,  and  Alice  and 
Lucy  get  in  bts  of  cute  scrapes.  "To  the 
moon,  Lucy!" 

Leave  It  to  Beaver's  Bunch 

When  termites  overrun  the  Cleavers'  house, 
Beaver  and  his  family  temporarily  move 
in  with  the  Brodys.  Everyone  has  so  darn 
much  fun  that  they  decide  to  make  the 
arrangement  permanent,  move  to  Montana, 
form  a  cryptolibertarian  commune  and  stop 
paying  taxes. 

Charlie's  Angelflsh  Flipper,  fresh  out  of 
a  career  of  herring-do  in  Navy  intelligence, 
forms  a  detective  agency  with  Farroh 
Fawcett,  Cheryl  Lodd  et  al.  to  battle  under- 
water crime  and  show  off  lots  of  glistening 
wet  skin.  Charlie,  who  calls  every  now  and 
then,  is  still  trying  to  get  a  job  with  a  tuna 
cannery. 

The  Mssrs.  Ed  When  a  wisecracking 
horse  upstages  Ed  Sullivan,  the  two  stars 
form  a  team  and  start  a  late-night  talk  show. 
Ed  McMahon  makes  a  comeback  as 
Americas  favorite  sycophant.  Eat  your  heart 
out,  Jay. 


The  Patty  Dukes  of  Hazzard 
Patty  reveals  her  darkest  secret,  a  Dodge 
Charger  fetish,  and  runs  off  with  a  pack  of 
yahoos  who  promise  to  get  her  a  stunt- 
driving  job.  Eventually  Patty  comes  to  her 
senses  and  decides  to  get  her  MBA,  and  they 
all  buy  a  Chrysler  dealership  in  Yokohama. 

The  Wizard  of  Ozzie  and  Harriet 

Mr.  Wizard,  laid  off  by  NASA,  takes  a  job  as 
science  adviser  and  handyman  with  the 
Nelsons.  He  enthralls  the  kids  with  imagina- 
tive explanations  of  where  babes  come  from, 
the  difference  between  heavy  water  and 
heavy  petting,  and  Isooc  Newton's  theory 
that  figs  could  be  used  in  cookies. 

Batmen sch  When  the  Coped  Crusoder 
and  Robin  are  called  in  to  save  Mr.  Rogers' 
neighborhood  from  marauding  gangs  of 
public  television  fundraisers,  they  quickly  learn 
to  be  less  tense,  more  compassionate  and  so 
nice  that  they  decide  to  share  their  feelings 
with  the  villains  of  Gotham.  By  the  fourth 
episode  they've  given  up  cross-dressing  for 
comfy  cardigans  and  tennis  shoes. 

Captain  Kangaroo  and  the  General 

Too  ~M3  of  America's  most  beloved  men, 
Bob  Keeshan  and  Norman  Schwarzkopf, 
give  a  Saturday  morning  strategic  briefing  for 
kids,  because  "you're  never  too  young  to  be 
uptodote  on  America's  global  clout." 

Bonanza  Republic  When  the  Cartwrights 
decide  that  cattle  raising  is  doomed  in  a 
worid  that  tolerates  turkey  pastrami,  they 
convert  the  Ponderosa  into  a  dude  ranch, 
rename  it  the  Gap  T  and  invite  the  gang  from 
"thirtysomething."  Hoss  trades  in  his  dusty 
western  look  for  pofo  shirts  and  penny  loafers. 
Little  Joe  is  caught  behind  the  bam  with  a 
copy  of  the  J.  Crew  catalog. 

— Owen  Edwards 


other  digital  entertainment.  Studios, 
networks  and  multinational  entertain- 
ment conglomerates  like  Sony  expect 
to  use  digital  assets  to  fill  these  new 
channels  in  the  hope  that  when  we 
have  500  different  programs  to  choose 
from.  250  of  them  won't  have  to  be 
reruns  of  "Gilligan's  Island."  (see  side- 
bar at  left). 

Walt  Disney  long  ago  proved  that 
one  entertainment  medium  could  be 
used  to  create  another,  even  bigger 
medium — the  theme  park.  We  may  be 
on  the  brink  of  the  same  sort  of 
expansion  again,  but  this  time  the 
magic  words  are  interactive  world. 
Every  producer  and  studio  head  in 
Hollywood  is  pondering  the  business 
possibilities  of  interactive  media, 
though  few  really  know  what  the  term 
means. 

"Interactive  media  is  the  ultimate 
electronic  game."  says  director 
Cameron,  who  is  becoming  something 
of  a  guru  in  this  area.  "It  hasn*t  been 
lost  on  Hollywood  that  in  the  U.S. 
Nintendo's  1991  retail  sales  ($4.4  bil- 
lion) exceed  any  movie  studio's  gross, 
and  that  the  video  game  business  in 
America  is  bigger  than  all  of  the  movie 
studios  combined.  So  the  new  Spiel- 
berg film.  Jurassic  Park,  has  digital 
dinosaurs,  digital  assets  that  can  be 
downsized  for  the  interactive  medium. 
We'll  see  these  same  expensive  images 
in  video  games,  computer  programs 
and  on-line  reference  works." 

In  its  simplest  form,  interactive 
media  is  a  two-way  television  that 
will  transform  viewers  into  users, 
able  to  request  specific  information 
from  their  televisions,  from  stock  quo- 
tations to  feature  films.  In  its  most 
complex  form,  the  new  technology  will 
enable  users  to  actually  participate  in 
a  video  experience,  playing  a  part  in 
the  story,  even  determining  the  out- 
come. Companies  from  Radio  Shack 
to  Hewlett-Packard  are  positioning 
themselves  for  the  interactive  on- 
slaught, which  they  expect  will  goad 
us  into  buying  new  computer  teles  i- 
sions.  With  virtually  limitless  capacity 
and  a  billing  system  that  will  proba- 
bly resemble  that  of  the  phone  com- 
pany, the  technolog>  inspires  rapt 
visions  of  untold  riches.  According  t 
Apple  Computer  chairman  John  Scul 
ley,  who's  betting  billions  on  this  elec 
tronic  EI  Dorado,  invigorated  COUfl 
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If youte  looking 

for  a  computer 

that  will  grow 

withyour  needs, 

there  are  basically 

only  two  ways 

you  can  go. 


The  hard  way. 
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Add  Windows,  bin  a  new  PC.  Most  PCs  in  use  toda 
werent  designed  for  graphical  computing.  So  if  you  want  to 
run  Windows.  )vu  may  have  lo  buy  a  new  computer.  Why 

not  consider  a  Macintosh  and  avoid  all  the  problems 
on  this page former'' 


Buy  a  mouse, 
reconfigure 
your  system. 
If  your  system 

doesn't  come  with  a 

mouse,  you'll  want  one. 

But  first  be  prepared  lo  install  and 

configure  a  special  software  driver. 

(No  need  with  a  Mac -you  just 

plug  it  in  i 


Add  networking 
card,  reconfigure 
your  system.  To 

share  files  and  send 

e-mail  to  other  PCs. 

you  may  have  to  add  a  card.  This  means  going  through  We  long  tedious 

process  of  reconfiguring  your  system.  On  a  Mac.  you  just  plug  in  a  cable. 

Upgrade  your  memory,  reconfigure  your  system.  ,\dd 
memory  to  a  Mac.  and  it  reconfigures  itself  accordingly. 
But  add  memory  to  a  PC.  and  you'll  almost  always  have  to 
run  a  setup  program  to  configure  the  new  memory -or  the 
computer  wont  know  what  to  do  with  it     ^^»>  ^^ 


Play  and  record 
sounds,  reconfigure  your 

system.  Multimedia 
promises  lo  be  the  future 
of  computing.  But  most 
PCs  aren't  ready  for  it.  So 
if  you  want  to  work  with 

sound,  it'll  cost  you 

lime  and  trouble  -  not 

lo  mention  money. 

On  a  Mac.  sound  is 

built  in 


Call  for  help, 
write  a  check.  There  is  one 
way  to  expand  a  complicated  PC -hire 
somebody  else  lo  do  it  for  you.  Oier  time,  of  course, 
that  can  wind  up  costing  you  more  than  the  PC 

Add  peripherals,  reconfig- 
ure your  system  for  each 
one.  Want' to  add  a  CD-ROM 
or  hard  disk  drive'  Then  pre- 
pare to  spend  hours  installing 
cards,  flipping  su  itches  and  editing  files  -for  each 

one.  With  a  Mac.  you  am  add  up  to  set  en  peripherals  by  simply 

plugging  them  in  and  clicking  a  button  or  two. 


Add  printer,  adjust  DIP 
switches.  Hooking  up  a 
printer  seems  easy  Until 
you  set  your  DIPsuitches. 
install  your  driver,  locate 
your  Windows  diskettes, 
make  an  error  and  start 
all  over  again. 


Add  almost  anything,  reconfigure  your  system.  Expanding 
your  PC's  capabilities  can  be  amazingly  frustrating  But  a  Marim 
easily  adjusts  to  whatever  extra  device  you  add  to  it. 


Change  monitors, 
reconfigure  your 
system.  Mid  a  new 
monitor,  and  you'll 
have  lo  reconfigure 
your  entire  system  - 
or  your  monitor 
could  look  like  this 
one.  A  Mac  recog- 
nties  a  new  monitor 
and  adjusts  to  it 
automatically 
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Wlioops!  When  you  add  something  to  an 

ordinary  PC.  you  may  have  to  reconfigure" 

your  system  -  a  process  of  hardware  and 

software  adjustments,  which  can  be  complex, 

tedious,  and  take  up  hours  of  your  time 


Expand  your  PC,  take  two  aspirin.  Inei  ilahh.  you  II 
want  to  expand  rour  computers  capabilities  by  adding 

extra  devices,  the  more  instructions  you  slog  through 

and  switches  you  fiddle  will),  the  more  time  it  will  take 

And  the  more  pain  reliever  you'll  need 


Manual  labor.  Software  like  II  "mdou  s purport' 
to  make  things  easier  But  the  reality  is.  walls 
spend  hours  reading  manuals  just  to  make  lit 
work     lime  vou  could  sfhiid  doing  ». 
things  with  your  computer 


On  a  typical  PC,  even  adding  a  simple  hard  disk  can  be  extraordinarily  complicated.  You'll  probably  have  to  "reconfigure"  your  system -the  tiJ 
consuming  process  of  telling  your  computer  what  pieces  you've  added.  You  may  have  to  edit  complex  CONFIG.SYS  and  SYSTKM.INI  Hies,  iiv; 
special  device  drivers  and  fiddle  with  DIP  switches.  And,  of  course,  building  even  a  basic  network  is  extremely  difficult- what  with  installij 


The  easy  way 


Macintosh  is  designed  to  make  it  easy  to 
grow.  Networking  and  sound  support  are 
already  built  in.  File-sharing  and  multi- 
media capabilities  are  standard.  So  is  sup- 
port for  up  to  sei'en peripherals.  Which 
means  you  can  add  everything  you  see  on 
the  other  page  to  this  Macintosh  Uvx  without 
using  up  a  single  expansion  slot.  Leaving 
room  for  things  like  an  accelerator  card,  an 
Ethernet  or  Tbken  Ring  card  or  other  cards 
that  allow  you  to  customize  a  Mac  for  high- 
performance  or  specialized  tasks. 


Macintosh 
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fds  and  networking  software.  An  Apple  Macintosh;  on  the  other  hand,  knows  when  you've  added  a  hard  drive.  Installing  a  CD-ROM 
/e  or  scanner  is  a  matter  of  plugging  in  a  cable  and  clicking  a  couple  of  buttons.  Even  installing  a  network  requires  nothing  more 
plugging  one  Mac  into  another.  It's  just  one  more  example  of  how  a  Macintosh  works  in  a  simple,  logical  way.  So  you  can,  too. 


Ifyouknowhowto 
use  a  plug,  you  kriownowto 


expand  a  Macintosh. 


r 


Plug  in  an  AppleCD~300  CD-ROM  drive,  and  you'll  have 
access  to  huge  libraries  of  reference  sources,  fonts,  clip  art 
and  video  images  on  CD.  (It  even  supports  Kodak's  exciting 
new  Photo  CD  technology.) 


This  Macintosh  llvx  has  built-in  monitor  support 
for  up  to  a  14"  color  monitor.  Buy  a  card,  and  you  can  add  a 
second  monitor  -  significantly  enlarging  your  desktop  work  area 
so  you  can  move  documents,  'files  and  folders  across  both  screens. 
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A  Mac  gives  you  profes- 
sional-quality documents 
even  if  you're  on  a  student 
budget.  Just  plug  in  an 
Apple  StyleWritef  printer. 


You  can  easily  record  sound  into  every  new  Macintosh 
computer.  Most  even  come  with  a  microphone. 


Plug  in  a  SyQuest  drive,  and 
you'll  have  virtually  unlimited 
hard  drive  storage  via  remov- 
able 44MB  or  88MB  cartridges. 


Plug  in  an  Apple  Personal  LaserWriter' NTR,  and 
everyone  in  your  workgroup  will  have  access  to  the 
fastest  printer  in  its  class.  (It  works  with  PCs,  too.) 


1 


Plug  in  an  external  hard  drive  or 

other  storage  device,  and  you  increase 

your  storage  capacity  in  seconds. 


Plug  in  an  Apple  LaserWriter  Ilg,  and  everyone 
on  your  network  will  instantly  be  able  to  lake 
advantage  of  the  Apple  PhotoGrade"  technology 
that  rivals  800  dpi  printers  costing  thousands 
more  -for  spectacular-looking  documents. 


Plug  in  an  Apple  OneScanner?  and  you  can  add  beau- 
tiful black-and-white  photographs  to  your  documents  with 
one  touch  of  a  button.  No  fussing  or  fiddling  required. 


Adding  a  peripheral  to 
a  Mac  is  as  easy  as  using 
one.  Plug  it  hi.  click  a  couple 
of  buttons  and  get  back  to  work. 


For  the  second  consecutive  year,  J.D.  Power  and  Associates  ranked  Apple  highest  among  Personal  Computer  Companies 
fc o5™ tomer  Satisf acfaTAnd  no  wonder:  whether  youVe  writing  a  letter  or  addmg  a  CD-ROM  dnve  only  Mxatto* 
maXngs  genuinely  easy.  Givingyou  the  power  you  really  want  from  a  personal  computer.  The  power  to  be  yourbesl  Apple 


Portrait  of  the  Artist  as  a  Young  Nerd 

In  the  early  days  of  motion  pictures,  there  was  no  such  thing  as  a  stunt  man.  But  then  actors 
turned  into  movie  stars,  insurance  companies  became  involved  and  stunts  became  danger- 
ous enough  to  spawn  a  whole  new  profession.  Now,  as  Hollywood  goes  digital,  another 
specialty  is  beginning  to  appear.  Call  them  Hollywood  hackers  or  computer  graphics  program- 
mers, they  represent  a  whole  new  form  of  cinematic  life,  born  in  academia,  raised  on  Star 
Wars  and  determined  to  take  us  all  where  we've  never  gone  before. 

The  motion  picture  nerds  are  rare  enough  to  remain  individuals.  A  stereotype  has  yet  to 
emerge,  but  these  people  come  to  Hollywood  from  the  computer  science  departments  of  univer- 
sities, from  animation  departments,  from  the  world  of  television  and  only  rarely  from  the  motion 
picture  business  itself. 

Mark  Dippe  (pronounced  di-PAY)  lives  at  the  top  of  the  Hollywood  computer  graphics 
food  chain,  though  in  fact  he  doesn't  work  in  Hollywood  at  all.  Dippe,  35,  is  a  computer- 
effects  supervisor  at  Industrial  Light  &  Magic  in  San  Rafael,  Calif.,  where  he  is  in  charge  of 
computer  effects  for  Jurassic  Park,  Steven  Spielberg's  film  due  out  in  the  summer  of  1 994, 
about  genetically  engineered  dinosaurs  and  their  possible  impact  on  the  age  of  Burger  King. 
Dippe  earned  a  Ph.D.  in  computer  science  from  the  University  of 
California  at  Berkeley  in  1985,  then  jumped  into  a  career  in  per- 
formance art.  "I  did  multimedia  performance  pieces  that  no  one 
came  to  see,"  he  says.  "I  could  have  taken  a  video  or  film 
graphics  job  back  then,  but  the  effects  were  just  too  expen- 
sive. The  technology  wasn't  ready  yet." 

Dippe  was  finally  hired  by  ILM  in  1 988  to  invent  the 
water  snake  in  The  Abyss.  "The  water  weenie  was  a  continu- 
ally metamorphosing  creature,  a  natural  for  computers,  and 
what  appealed  to  me  is  that  the  character  wasn't  a  monster,  it 
had  emotional  content. 

"We  get  lots  of  movie  people  through  here  who  ask, 
'Can  you  give  us  some  of  this  CG  [computer  graphics]  stuff?'" 
Dippe  continues.  "Their  vision  is  rocket  ships  and  robots. 
I'm  tired  of  that  stuff.  Jim  Cameron  [The  Abyss, 

Terminator  2]  is  the  only  director  to  date  who  has 
made  unique  characters  that  are  naturals  for  com- 
puter graphics — no  Robbie  the  Robot." 

On  the  front  lines  of  filmmaking,  comput- 
w    ers^ave  already  created  irreversible  change, 
according  to  Dippe.  "Digital  effects  are  an 
anachronism,  since  virtually  every  frame  of  a 
major  film  is  now  manipulated  in  some  way.  It's  only  a 
matter  of  time  before  we  build  sets  in  the  computer  rather 
than  on  a  sound  stage.  We'll  have  the  computer  on  the 
set  so  the  director  can  really  see  what  he  is  doing. 

"We  need  virtual  reality  tools  to  replace  our 
keyboards  and  mice.  We  need  to  go  from  the  present 
situation  of  using  computers  just  to  do  things  that  are 
otherwise  impossible  to  using  them  for  things  that  are 
otherwise  difficult.  We  were  losing  our  light  on  a  shot 
recently  because  the  sun  was  going  down;  well,  the  sun 
never  goes  down  in  the  computer  unless  you  tell  it  to." 

But  digital  effects,  while  spectacular,  have  yet 
to  mature  as  part  of  filmmaking,  a  problem  that 
troubles  Dippe.  "We  need  to  make  these  effects  part  of 
the  story.  The  central  issues  in  a  movie  are  still  love  and 
death,  but  we're  still  making  roller-coaster  scenes.  I 
want  to  make  real  digital  movies,  using  these 
techniques  to  portray  reality,  but  we're  still  in  the 
big-tit  stage,  fascinated  by  all  the  wrong  things." 


potatoes  will  turn  interactive  media 
into  a  $3  trillion  business  by  the  next 
decade. 

"The  problem,  of  course,  is  that 
most  people  don't  know  what  they 
want,"  says  Nick  Arnett,  president  of 
Galaxy  Multimedia,  a  publisher  of 
interactive  video  titles  in  Campbell, 
Calif.  "The  computer  business  has  con- 
centrated on  making  all  the  informa- 
tion in  the  world  available,  while  the 
movie  business  has  specialized  in  pro- 
duction values — making  the  same  seven 
or  eight  stories  again  and  again  in  such 
an  engaging  fashion  that  we  keep  on 
buying.  But  when  your  television  can 
give  you  access  to  virtually  limitless 
information,  the  real  value  lies  in 
knowing  what  information  is  worth 
having.  That's  why  interactive  media 
will  have  to  include  agents,  like  a  dig- 
ital Roger  Ebert  who  knows  your  view- 
ing habits  and  can  tell  you  which 
movies  you  are  likely  to  enjoy." 

Nicholas  Negroponte,  director  of 
the  Media  Laboratory  at  the 
Massachusetts  Institute  of  Tech- 
nology, refers  to  this  use  of  digital 
agents  as  broadcatching.  "I  want  to 
come  home  in  the  evening,"  says 
Negroponte,  "and  have  my  computer 
say  to  me,  'I  read  20,000  news  stories 
today,  and  here  are  the  six  I  think 
you'll  want  to  read.'" 

"It  will  be  interesting  to  see  how  it 
all  shakes  out,"  says  Industrial  Light 
&  Magic's  Morris.  "Everybody  thinks 
we're  on  the  cusp  of  a  huge  revolu- 
tion, but  we've  heard  that  before.  Film 
is  still  with  us,  and  the  revolution  is 
not  going  to  happen  by  Christmas  1993. 
A  lot  of  companies  are  pinning  hopes 
on  interactive  media,  but  it  will  take 
awhile.  And  there  is  some  question 
about  how  interactive  the  medium  will 
really  be,  since  TV  has  pretty  much 
trained  people  to  just  sit  there.  Every- 
one is  trying  to  be  uniquely  poised. 
Studios  want  to  exploit  film  libraries. 
Game  companies  are  getting  ready.  But 
nobody  knows  the  clear  direction  yet. 
Is  multimedia  going  to  be  a  computer 
that  acts  like  a  TV  or  a  TV  that  acts 
like  a  computer?  It  probably  depends 
on  what  Sears  and  other  retailers 
choose  to  sell." 

Leading  the  way,  and  pushing  the 
technology  hard,  are  the  kids  on  the 
sixth  floor  at  Tristar,  convinced  there 
will  be  a  market  for  their  work  no 


Forbes  ASAP 


57 


The  Total  Package... 

for  complete  laser  and  radar  protection. 


Order  both  a  Passport  1000  Laser  and  a 
Passport  3100  WideBand  and  you  can  take 
$29  off  the  total  purchase  price!  For  a  limited 
time  (until  December  31, 1992),  you  can  have 
both  detectors  for  only  $249!  That's  less  than 
others  charge  for  a  wide-band  detector  alone. 

Passport  3100  WideBand  detects  every  type 
of  radar  currently  in  use  today.  Passport  1000 
Laser  detects  the  very  latest  laser  technology. 
Use  them  together  for  complete  radar  and  laser 
protection. 

Both  detectors  come  with  a  30-day  money 
back  guarantee  to  begin  December  25, 1992  - 
perfect  for  holiday  gift-giving. 

For  discounts  and  more,  ask  about  our  EscortPlus  Cluti" 


ESCORT  products  are  designed  and  manufactured  in  the  USA. 


Call  toll-free  24  hours,  7  days  a  week: 

1-800-433-3487 

Fax:  1-513-247-4820  Service:  1-800-543-1608 

Detector  prices  when  sold  individually: 

Passport  1000  Laser  $99;  Passport  3100  WideBand  $179 

Buy  both  detectors  for  only  $249 

plus  shipping  &  handling.  Ohio  res.  add  6%  tax. 
♦  Overnight  Shipping  Available 

►  Department  5010N2 
5200  Fields-Ertel  Road 
Cincinnati,  Ohio  45249 

ESCORT 

The  Innovative  Edge™ 


matter  what  hardware  standard  comes 
out  on  top.  They  claim  Pixar 
approached  them  first — before  selling 
the  first  computer-animated  feature  to 
Disney — but  that  the  four-year  pro- 
duction schedule  for  Pixar's  project 
was  just  too  long.  Tristar  thinks  that 
by  jumping  in  at  a  higher  point  on  the 
technology  curve  it  can  initiate  its  own 
animated  projects  later  and  finish  at 
the  same  time  or  earlier  than  Pixar/ 
Disney.  Toward  this  end,  the  compa- 
ny has  been  buying  film  rights  to  prop- 
erties like  the  works  of  Dr.  Seuss,  from 
which  it  will  produce  its  own  animat- 
ed features. 

But  animated  features  are  just  a 
part  of  the  grand  digital  scheme 
at  Sony/Tristar,  where  plans 
include  everything  from  digital  theme 
park  attractions  to  interactive  video 
games  with  as  many  as  100,000  simul- 
taneous players.  The  central  ideas  at 
Sony  focus  on  interactive  video,  which 
will  suck  up  most  of  the  coming  cable 
TV  channels  and  digital  distribution, 
and  which  Sony  intends  to  use  for  both 
homes  and  movie  theaters.  This  pio- 
neering methodology  may  bring  the 


most  significant  change  in  the  mar- 
keting and  distribution  of  films  since 
the  age  of  the  nickelodeon.  Five  years 
from  now,  if  all  goes  according  to 
Sony's  plan,  theaters  will  get  their 
prints  of  Terminator  4:  Day  of  Reck- 
oning via  satellite  or  fiber-optic  link, 
and  will  show  them  on  supervideo  pro- 
jectors built  by  Sony.  In  one  move  the 
company  will  take  a  whack  at  film 
piracy  through  digital  copy  protection 
schemes,  eliminate  one  of  the  most 
expensive  parts  of  the  business  (mak- 
ing too  many  prints  of  movies  that 
turn  out  to  be  duds)  and  force  every 
movie  house  in  the  world  to  buy  new 
Sony-manufactured  equipment. 

To  make  this  happen,  of  course,  the 
Japanese  company  had  to  buy  a  movie 
studio — a  big  one — so  that  it  could 
push  the  new  technical  standard  by 
adopting  it  first  itself.  Sony  has  already 
done  this  in  Japan  by  pioneering  high- 
definition  television.  The  Sony  HDTV 
system  will  probably  be  a  commercial 
failure  in  Japan  (prices  were  cut  by  70 
percent  last  summer  in  an  attempt  to 
stimulate  demand),  but  its  very  exis- 
tence has  guaranteed  that  HDTV,  in 


some  form,  will  become  inevitable,  and 
that  Sony  will  be  a  major  player  in 
building  components  for  both  homes 
and  industry. 

"We'll  all  gain  a  lot  from  what  may 
ultimately  be  Sony's  failure,"  says 
Morris. 

The  end  result  of  using  comput- 
ers in  film  production  may  be 
to  completely  eliminate  sound 
stages,  sets,  even  actors.  Nick  DeMarti- 
no,  who  runs  the  American  Film  Insti- 
tute's computer  lab  (but  has  never 
directed  a  feature),  says  this  move  is 
inevitable,  that  actors  can  be  replaced 
by  synthespians  who  will  be  created 
from  libraries  of  gestures  and  expres- 
sions housed  in  a  computer  bank. 

Jim  Cameron  disagrees.  "Replacing 
actors  is  not  impossible,"  he  says,  "but 
it's  still  pretty  far  out  of  reach,  and 
leads  to  a  really  strange  legal  area. 
The  film  company  may  own  the  char- 
acter, but  the  star  owns  his  likeness. 
What,  for  example,  does  Harrison  Ford 
think  about  an  Indiana  Jones  video 
game?  Sure  we  can  replace  actors,  but 
this  business  is  not  based  on  actors, 
it's  based  on  movie  stars,  and  in  the 
business  of  celebrity  those  stars  are  as 
important  off  the  set  as  on." 

But  what  about  taking,  say,  the  78 
episodes  of  the  original  "Star  Trek" 
series,  extracting  all  the  gestures  and 
expressions  of  Captain  Kirk  and  Mr. 
Spock,  then  using  the  computer  to 
produce  all-new  episodes  with  the 
original  cast?  After  all,  in  a  Clint 
Eastwood  film  called  In  the  Line  of 
Fire,  scheduled  for  release  in  1993, 
the  special-effects  group  at  Tristar  is 
replacing  one  of  the  original  Secret 
Service  agents  with  Eastwood  in  actu- 
al Kennedy  assassination  footage. 
"Sure,  we  could  make  new-old  'Star 
Trek'  episodes,"  says  Pacific  Data 
Images'  Rosendahl.  "But  it  would  be 
expensive,  and  we'd  rather  be  apply] 
ing  computer  technology  to  new 
things,  things  that  couldn't  be  done 
any  other  way." 

Anyway,  with  William  Shatner'J 
limited  dynamic  range,  it's  likely  thflj 
analyzing  four  or  five  old  episodes  | 
would  be  more  than  enough. 

Robert  X.  Cringely  is  the  pseudony 
mous  author  of  Accidental  Empires: 
How  the  Boys  of  Silicon  Valley  Goj 
Rich  and  Still  Can'1  Gel  a  Date, 


It's  official:  Simmons  ranks  Delta's  SKY  Magazine  *l  with  business  buyers  of 
PCs,  mainframes,  minis  and  software,  among  all  publications  measured 

If  you're  targeting  buyers  of  computers,  peripherals 
and  software,  SKY Magazine  scores  a  direct  hit, 
reaching  more  than  a  quarter  of  a  million  readers 
with  a  single  insertion. 

Not  only  is  SKY#l  in  total  adults  among 
all  inflights,  it  also  ranks  #1 — based  on  the 

audience  composition  of  computer/peri- 

k   pherals/software  buyers — among  all 

^.    Simmons-measured  publications. 

n&  k  Put  another  way,  it  would 

_^  ife-    ta^e  at  ^east  s^  insertions  in 
American  Way  or  four 
insertions  in  United's 
Hemisphere  to  equal 
the  impact  of  just 
one  insertion 
in  Delta's 

SKY  Magazine.  \*\  Halsey  Publishing  Co., 

Simmons'  findings       *P  £S552£"  *~Fl3*34 


boil  down  to  a  basic  fact:  When  it  comes  to  reach- 
ing computer  buyers  where  they're  relaxed  and 
responsive  to  your  message,  SKY  Magazine  is 
simply  the  best  bargain  in  the  air. 

See  for  yourself;  call  today  for  a  media  kit. 
We  promise,  SKY's  incredible  Simmons  numbers 
will  definitely  compute  for  you. 

Call  toll-free  today  for  a  media  kit: 
(800)  523-6809;  FAX:  (305)  493-8887 
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Bernard  F.  Cur 

Presid 

JCPenney  Business  Servi 


"Shopping  for  data 
systems  and  solutions? 


At  JCPenney  Business  Services, 
we  provide  credit  verification  and 
many  other  point'of-sale  services  to  large 
companies.  Each  year,  we  verify  more 
than  600  million  transactions  for  our 
customers. 

We're  always 
looking  to  find 
new  ways  to  mv 
prove  and  speed 
up  our  verifica' 
tion  process.  Improvements  not  only 
have  to  be  faster,  but  widely  available, 
and  economical. 

Recently,  we  challenged  our  data 
communication  providers:  develop  a  lower 
cost,  high  performance  access  solution.  The 


companies  of  Bell  Atlantic*  came  up  with 
a  solution  that  should  meet  our  needs. 

Now,  we're  testing  the  new  configu' 
ration:  digital  access  from  point'of-sale 
terminals,  through  .the  Bell  Atlantic 
public  packet'switched  data  network,  to 
our  credit  veri- 
fication centers 
for  approval.  All 
within  a  matter 
of  seconds. 
We  expect  the  new  digital  setup 
to  cut  transaction  time  up  to  30%, 
compared  to  our  analog  setup.  And 
that's  a  lot  in  our  business,  where  speed 
is  the  name  of  the  game.  Call  me,  I'll  give 
Bell  Atlantic  the  credit  they  deserve. 


I'll  sell  you  on 
Bell  Atlantic ' 


800-283-2937,  ext.  1505 


©Bell  Atlantic 

We're  MoreThan  Just  Tal£ 


Jlers  will  hear  a  recorded  message  from  Mr.  Curran,  and  will  be  given  the  opportunity  to  leave  a  message  for  him  or  speak  with  a  Bell  Atlantic  representative  *The  Bell  Atlantic  family  of  companies  includes  Bell  Atlantic 
Network  Integration,  New  Jersey  Bell,  Bell  of  Pennsylvania,  Diamond  State  Telephone,  the  CWP  Telephone  Companies  and  other  communications  and  information  management  companies.  ©  1992  Bell  Atlantic 


Syncordia  announces 
a  better  way  to  manage 
your  global  network. 


Outsourcing  with  Syncordia  can 
make  you  a  better  business. 

When  you're  competing  in  the  global  marketplace, 
you  can't  afford  to  get  bogged  down  managing  a  global 
communications  network.  You  can't  waste  time  wandering 
through  a  maze  of  regulatory  barriers. 

Mastering  the  increasing  complexity  of  global 
information  technology  is  a  full-time  job.  So  you  need  a 
full-time  partner. 

Outsourcing  with  Syncordia  lets  you  do 
what  you  do  best. 

Syncordia  has  a  better  way  to  manage  your  global 
network.  Outsource  it  with  us. 

Outsourcing  gets  you  out  of  the  business  of  building 
and  managing  global  networks  and  allows  you  to  redeploy 
people  and  assets  against  the  business  your  company  was 
formed  to  pursue  in  the  first  place.  And  don't  worry  about 
navigating  the  shifting  tides  of  telecom  regulations.  That's 
our  business. 

With  us  as  your  partner,  managing  complex  global 
networks  isn't  so  complex,  because  that's  the  business  we 
were  formed  to  pursue. 

Most  important,  to  us,  partnership  means  pursuing 
opportunities,  not  just  solving  problems.  We'll  make  it  our 
business  to  know  your  business  and  help  you  use  informa- 
tion technology  to  get  an  edge  over 
the  competition. 


Just  don't  do  it. 


We're  part  of  bt. 

Syncordia  is  the  first  company  built  from  the  ground  up 
to  provide  global  network  outsourcing  solutions. 

We  are  part  of  BT,  one  of  the  world's  largest  and  most 
advanced  telecommunications  companies.  So  we  have 
access  to  the  worldwide  resources,  technical  prowess  and 
local  market  knowledge  of  our  parent  company,  and  retain 
the  entrepreneurial  agility  to  customize  solutions  for 
your  business. 

Not  just  the  first,  but  the  finest. 

Syncordia  outsourcing  solutions  range  from  planning 
and  integration  through  procurement,  installation  and 
maintenance  to  the  operation  of  your  entire  network. 

In  all  cases,  we  guarantee  the  highest  level  of 
customer  service  through  Network  Control  Centers,  armec 
with  Concert™  network  management  software;  Customer 
Support  Centers,  staffed  with  multilingual,  multicultural 
managers;  and  Integrated  Single  Currency  Billing. 

The  Syncordia  Service  Level  Agreement  spells  out  ever 
detail  of  what  you  can  expect  from  our  partnership.  It 
defines  the  shared  risks  and  rewards. 

Call  us,  before  your  competition  does. 

Outsourcing  your  global  communications  network 
takes  time.  And  teamwork.  All  the  more  reason  to  begin 
right  away.  Because  with  us  as  a  business  partner,  you'll 
be  a  much  better  business. 

For  more  information  on  Syncordia,  ir 
the  U.S.  or  Canada,  call  1-800-477-535 


syn(ordia 

Let  us  help  you  mind  your  business. 


Syncordia  is  a  subsidiary  of  British  Telecommunications  pic.  B"T 


f 


H    Karigaard 


GATES 


When  America's  richest  man  goes  to 
work  in  the  morning,  does  he  think  of 
himself  as  a  businessman  or  a  tech- 
nologist? During  a  previous  interview 
I  posed  the  question.  Gates  leaned  for- 
ward and  exclaimed,  "Oh,  a  technolo- 
gist, absolutely  a  technologist!  Business 
is  easy." 

The  answer,  we've  always  suspect- 
ed, was  a  bit  of  an  act.  The  world  of 
computers  and  software  is  full  of  great 
technologists.  Even  if  you  believe  the 
truly  great  ones  exist  only  on  the 
extreme  right  of  a  bell  curve,  out  there 
with  theoretical  physicists,  there  are  still 
hundreds  of  them  to  be  found,  all 
smarter  than  Bill  Gates. 

What  Gates  is,  is  the  first  great  tech- 
nology business  leader,  the  Andrew 
Carnegie  of  the  Information  Age.  The 
familiar  nerdish  exterior  of  tan  shirts, 
brown  pants  and  dirty  glasses  is  noth- 
ing more  than  clever  camouflage.  It 
caused  us  to  underestimate  how  good 
a  businessman  he  was.  True,  since  start- 
ing Microsoft  in  1975,  Gates  has  always 
driven  his  business  decisions  through 
an  understanding  of  what  technology 
can  do  and. where  it  is  heading.  He 
combines  this  with  a  keen  understand- 
ing of  marketing,  finance  and  law.  On 
top  of  that,  Gates  is  intensely  compet- 
itive and  almost  maniacally  frenetic.  His 
quick  mind  is  on  display  throughout 
this  interview. 

Notes  on  his  wealth:  Gates  gets  to 
his  $8  billion  net  worth  by  way  of  hold- 
ing 30  percent  of  Microsoft's  shares.  He 
also  has  built  a  separate  war  chest 
exceeding  $300  million,  which  includes 
investments  in  biotech  firms  and  other 


Is  Microsoft  nice? 
There  are  a  variety 
.of  situations  where, 
hey,  Microsoft  could 
have  been  nicer!  But 
the  whole  thing  is 
about  one  simple 
goal — getting  support 
for  Windows.  That's  a 
business  goal  There  is 
no  requirement  that  we 
do  that  in  any  shape  or 
form,  at  any  time,  in 
any  way — including 
being  nice. 


technology  companies,  one  of  which  is 
pet  project  Interactive  Home  Products. 
He  sometimes  hedges  his  bets  through 
an  account  with  the  Feshbach  brothers, 
the  California  short  sellers;  Gates  claims 
to  have  lost  money  shorting  stocks. 
Some  $40  million  is  going  into  a  new 
house  at  Medina  on  the  shores  of  Lake 
Washington.  Finally,  Gates,  who  claims 
his  philanthropic  life  won't  begin  until 
his  late  40s,  recently  donated  $8  million 
to  the  Stanford  School  of  Engineering. 
A  final  note  on  his  $8  billion:  Convert 
it  to  Rolls  Royce  Silver  Spurs  and  you 
could  line  the  cars  up  end  to  end  from 
Seattle  to  Vancouver,  B.C. 

In  an  interview  stretching  over  three 
hours  at  Microsoft  headquarters  in  Red- 
mond, Wash.,  and  at  an  industry  con- 
ference in  Laguna  Niguel,  Calif,  Gates 
often  rocked  back  and  forth  in  his  chair 
or  paced  the  room  while  holding  forth 
on  a  number  of  topics:  networking, 
interactive  media,  IBM,  his  wealth,  the 
future  and  the  mounting  FTC  probe. 

ASAP:  Is  Microsoft  a  cocky  company? 
GATES:  No,  no,  no.  Hey,  nobody  has 
a  guaranteed  position  n  this  business. 
We've  done  some  good  work,  but  all 
of  these  products  become  obsolete  so 
fast  and  the  structure  of  the  business 
as  it  broadens  out  is  going  to  be  so 
different.  You've  got  people  like 
AT&T,  Apple,  IBM,  large  Japanese 
companies.  We  deserve  to  be  men- 
tioned in  that  list  of  companies,  but 
we  are  just  one  of  a  dozen  worldwide 
companies  that  has  a  role  to  play  here. 
ASAP:  Does  1992  seem  to  you  like  a 
pivotal  year  in  technology? 
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Gates 


GATES:  Things  are  happening  at  quite 
a  pace.  There  is  this  broad,  broad 
recognition  of  how  technology  is 
enabling  new  things.  Companies  that 
never  paid  attention  to  computers  in 
any  form  now  see  digital  technology 
as  creating  threats  and  opportunities 
for  them. 

ASAP:  What  kinds  of  companies? 
GATES:  If  you  look  at  who  I've  met 
with,  this  last  year  is  so  different  from 
any  other  year.  Viacom,  Dis- 
ney, Time-Warner,  TCI,  Gen- 
eral Instruments — I  never  met 
with  any  of  those  companies, 
except  with  maybe  the  MIS  guy 
to  sell  some  Excel.  Yet  how 
we  work  with  those  companies 
and  what  kind  of  things  we'll 
push  for  together  will  make  a 
big  difference  in  our  future  suc- 
cess. 

ASAP:  How  soon  will  we  see 
products  resulting  from  these 
talks? 

GATES:  You  can  go  overboard 
in  how  quickly  you  might 
expect  new  technologies  to 
transform  people's  lives.  But  I 
very  much  believe  the  way 
software  is  used,  the  way  infor- 
mation gets  distributed,  will  be 
dramatically  different  within  10 
years.  There  is  fire  to  go  with 
all  this  smoke. 

ASAP:  Are  you  talking  primar- 
ily about  the  home  market 
rather  than  the  office? 
GATES:  No.  In  fact,  that's  where 
my  vision  of  the  coming  digi- 
tal opportunity  is  somewhat  dif- 
ferent from  other  people's.  I 
divide  it  into  three  parts.  One  is  the 
office.  That's  the  one  I'm  most  excit- 
ed about  and  is  the  most  concrete. 
ASAP:  Really?  Why? 
GATES:  People  in  business  understand 
paying  money  to  be  more  efficient. 
You  can  bootstrap  markets  where  the 
devices  are  too  expensive  at  first 
because  these  are  so  valuable  to  some 
people.  Later,  these  come  down  in  price 
and  demand  picks  up.  So  I  think  the 
new  digital  generation  of  copier,  fax, 
video  conferencing,  voice  mail,  PBX, 
PC  is  the  most  exciting  thing  to  me. 
ASAP:  You're  not  drawn  by  the  glam- 
our of  the  home  market — the  conver- 
gence of  movies,  television  and  com- 
puters? 


GATES:  I'd  rather  meet  with  the  big 
PBX  guys  and  the  video  conferencing 
guys  to  talk  about  how  we  tie  all  of 
these  things  together. 
ASAP:  What  do  you  talk  about? 
GATES:  For  example,  your  fax  machine. 
It  should  have  the  same  directory 
access  that  you  have  when  you're  look- 
ing up  a  phone  number  or  anything 
else.  It  should  be  tied  into  the  corpo- 
rate network  and  be  able  to  forward 
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ovell  and  Microsoft  will  co- 
exist and  thrive  for  the  fore- 
seeable future.  There's  logic  behind 
the  fact  that  we  are  the  two  highest 
valued  software  companies. 


things  through  E-mail  and  get  higher 
level  formats  than  the  current  bit  maps. 
ASAP:  How  hard  is  that  to  do? 
GATES:  It's  easy  to  do.  Today's  fax 
machines  have  microprocessors  in 
them.  With  a  small  bit  of  software, 
they  can  be  more  powerful  devices, 
[laughs]  All  of  these  things  that  have 
been  designed  as  stand-alone  equip- 
ment in  the  office  will  tie  into  the  net- 
work. In  fact,  you  will  probably  elim- 
inate through  the  user  interlace  all  the 
gunk  on  the  fax  machine.  You  can  use 
your  graphical  displays  on  your  PC  to 
set  them  up  in  a  far  more  sophisti- 
cated way  than  you  ever  could  with 
the  fixed-panel  user  interface. 
ASAP:  Microsoft  was  the  big  winner  of 


the  stand-alone  PC  era.  Now  you  covet 
the  office-productivity  market,  which 
means  moving  into  the  age  of  inter- 
operability. Will  that  be  tough  for  you? 
GATES:  C'mon.  Whose  system  software 
is  running  on  network  computers? 
What  share  of  the  computers  running 
on  networks  do  I  have  the  system  soft- 
ware for?  It  is  a  reasonable  percent- 
age, okay?  I  feel  confident  that  the 
Windows  platform  will  be  where  these 
new  network  applications  are 
put  together.  Remember,  some 
very  high  percentage — certainly 
over  80  percent  of  the  com- 
puters connected  to  networks 
today — use  some  kind  of 
Microsoft  system  software,  pri- 
marily Windows.  As  long  as 
we  are  on  top  of  it  in  pro- 
viding those  opportunities,  I 
don't  see  it  as  a  discontinuity. 
I  see  it  as  a  positive  evolution. 
ASAP:  Still,  the  very  proficien- 
cies that  have  eluded  Microsoft 
so  far  have  been  network 
operating  systems  and  data- 
bases— the  glue  that  ties  that 
80  percent  of  the  population 
together. 

GATES:  Up  on  the  server,  you 
could  say  there  is,  let's  say, 
opportunity  for  us.  [laughs] 
Down  on  the  desktop,  we  face 
competition,  but  we're  very 
strong  on  those  desktop  net- 
work systems.  It  creates  a 
twofold  agenda:  one  is  to 
enhance  the  desktop  to  help 
create  opportunities  for  devel- 
opers, and  the  other  is  to  do 
more  and  more  on  the  server 
side,  to  take  the  position  we  have — 
which  is  a  credible  position — and 
expand  on  it. 

ASAP:  Will  Windows  NT  do  that  for 
you? 

GATES:  Windows  NT  is  a  huge  step  for1 
ward  for  us  in  both  of  these  things. 
NT  really  helps  us  on  the  desktop,  but 
it  also  gives  us  a  server  operating  sys- 
tem that's  very  capable.  You  see,  we 
had  been  pushing  OS/2  on  the  server 
and  most  of  our  server  products  are 
OS/2-based.  But  because  of  the  new 
position  we've  taken,  where  we've 
made  it  clear  that  Windows  is  supe- 
rior to  OS/2  for  applications  develop- 
ment, we've  been  in  a  situation  where 
we  really  need  NT  to  push  forward 
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For  nearly  a  century  and  a  half,  the  Shield  has  been  poised 

not  to  do  battle  but  to  defend. 
Protecting  business  and  home,  property  and  possessions. 
A  worldwide  symbol  of  an  organization  with  a  rich  history 

as  legacy.  And  a  bright  future  as  promise. 
Strong.  Stable.  Steadfast. 
Royal  Insurance.  Your  shield  against  the  unexpected. 
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Gates 


our  server  message.  That  will  be 
boosted  early  next  year  when  NT  starts 
shipping. 

ASAP:  For  most  of  the  year  you've 
promised  that  NT  would  be  out  in 
1992. 

GATES:  We  won't  be  shipping  during 
this  calendar  year. 
ASAP:  Disappointed? 
GATES:  Oh,  sure,  just  in  terms  of  PR 
there  will  be  some  hassles.  The  soon- 
er the  better,  sure.  But  people 
long  forget  which  month  things 
were  brought  out  in.  They  do 
remember,  Was  it  reliable?  Did 
it  have  certain  features?  You 
know,  it's  the  classic  thing. 
ASAP:  Who  should  be  most 
afraid  of  NT— IBM,  Novell  or 
the  Unix  people? 
GATES:  Well,  this  word  fear  is 
an  emotional  term.  I  try  to 
avoid  these  terms  in  business 
discussions.  In  our  goal  meet- 
ings, we  don't  sit  there  and  say, 
Man,  look  at  all  the  fear  this 
thing  will  create!  We  say,  What 
a  great  little  product! 
ASAP:  Yet  fear  is  what  it  will 
produce.  A  trade  magazine 
recently  had  a  cover  story 
called,  "Is  Unix  Dead?"  It's 
based  on  the  supposition  that 
NT  will  kill  it. 

GATES:  [Laughs]  It  could  have 
some  effect  on  Unix.  It  will 
certainly  have  an  effect  on 
OS/2. 

ASAP:  In  what  sense? 
GATES:  In  the  sense  that  OS/2 
is  a  dead  end!  It's  got  this 
semistrange  Windows  emula- 
tion    right     now.     But     IBM 
doesn't  get  Windows  code  after 
next  year.   When   that  goes 
away  it's  not  a  portable  oper- 
ating system,  not  a  multiprocessor 
operating  system,  not  a  secure  oper- 
ating system.  OS/2  doesn't  have  a 
future. 

ASAP:  Yet  it  has  sold  1  million  copies. 
Does  that  surprise  you? 
GATES:  The  word  sold  should  not  be 
used  in  that  sentence!  There  is  a  claim 
of  1  million  copies;  you  can  add  some 
numbers  together  and  get  the  number 
1  million.  But  nobody  is  suggesting 
that  this  has  anything  to  do  with  any- 
thing selling. 
ASAP:  How  well  do  you  think  OS/2  is 


doing,  then? 

GATES:  The  numbers  to  look  at. ..I 
mean,  where  are  the  objective  num- 
bers? I  do  get  royalty  reports  and  we'll 
see.  IBM  does  some  things  such  as 
count  the  people  who  got  the  free 
upgrades  from  the  previous  version  into 
that  number.  They  count  the  ones  that 
are  bundling  with  their  machines  into 
that  number.  And  then  they  count  this 
$49  deal  where  just  the  value  of  the 


W; 


e  are  in  a  bizarre  position 
where  there  is  a  wild  mix- 
ture of  people  who  overestimate 
us  or  underestimate  us.  They  cook 
up  wild  scenarios.  They  look  at 
why  we  did  various  things  and 
come  up  with  some  master  plan. 


diskettes  you  get  is  almost  $49.  OS/2  is 
a  contained  phenomenon.  There  are 
certainly  some  corporate  customers  who 
have  OS/2,  and  we  need  to  help  them 
make  a  transition  or  accommodate 
those  systems.  It's  not  a  phenomenon 
that's  growing";  it's  a  bizarre  hybrid 
product.  Let's  be  serious. 
ASAP:  We'll  try.  What  is  Windows  ship- 
ping? 

GATES:  More  every  month  than  the 
month  before,  and  we  are  shipping 
more  than  1  million  a  month. 
ASAP:  What  exactly  does  that  mean? 


GATES:  Figure  it  out.  Windows  is  now 
right  on  the  verge  of  passing  DOS  as 
the  biggest  software  application  ever. 
It  actually  passed  it  for  a  couple  of 
months  and  now  they  go  back  and 
forth. 

ASAP:  Unit-wise  or  revenue-wise? 
GATES:  Units  and  revenues  track  each 
other  very  closely.  Together,  DOS  and 
Windows  fluctuate  around  $150  mil- 
lion a  month  in  dollars  and  software 
sales.  Sometime  in  the  next 
three  or  four  months,  Win- 
dows will  pass  DOS  for  good. 
ASAP:  Let's  talk  about  Novell. 
As  a  company,  is  it  your 
equal? 

GATES:  I'm  very  biased  on  this, 
but  I  do  think  in  terms  of 
depth  of  management,  we're  a 
little  better — no,  let's  say  sig- 
nificantly better.  That  doesn't 
change  the  fact  they  are  going 
to  be  out  there  doing  good 
work. 

ASAP:  As  you  both  compete 
for  the  cream  of  the  office 
productivity  market,  can  yo 
co-exist  and  thrive? 
GATES:  Oh,  sure.  We're  bot 
going  to  co-exist  and  thrive  fo: 
the  foreseeable  future.  There': 
logic  behind  the  fact  that  W' 
are  the  two  highest  value 
software  companies,  [laughs] 
ASAP:  Wall  Street  rewards  yoij 
both  with  multiples  off  of  rev 
enues  that  most  companie: 
would  be  happy  to  get  off  o' 
earnings. 

GATES:  Yeah.  I  never  look  a 
the  stock  price.  But  when  peo 
pie  mention  it  to  me  and  I  d<^ 
that  multiplication,  it's  alway 
a  stunning  number. 
ASAP:  Do  you  ever  stop  an. 
think  how  stunning  it  is?  Microsoft 
market  value  hovers  around  $27  hi 
lion,  more  than  General  Motors'. 
GATES:  I  never  expected  we  would  h 
in  this  position.  The  last  time  .Hi 
Manzi  and  I  really  talked  at  length  w; 
at  the  PS/2  introduction  in  April  198 
Jim  was  saying  to  me,  God,  Bill,  yd 
company  is  fully  valued.  And  I  said  I 
him,  God,  Jim,  you're  right.  You  kno> 
it  is  more  than  fully  valued! 
ASAP:  What  was  the  value  of  Microa 
then? 
GATES:  Less  than  a  tenth  of  what  it 
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How  The  Bank  Of  Boston 

TURNED  ANACOMP  RCHE  INTO 

A  $50Q000  SWINGS. 
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Managing  costs  in  a  tough 
economy  is  a  way  of  business  at 
Bank  of  Boston,  a  $32  billion  retail 
bank  with  offices  worldwide. 

Inundated  by  an  expensive  tidal 
wave  of  paper,  the  bank  invited  us 
to  tackle  the  problem. 

They  challenged  us  to  develop 
an  information  storage  and  retrieval 


Just  What  Is  Fiche? 

Each  Anacomp  fiche  is  a  4"x  6" 
sheet  of  microfilm  that  holds  up 
to  700  pages  of  information.  In 
most  cases,  fiche  can  be  retrieved 
and  used  more  quickly  than 
competing  media  such  as  mag- 
netic tape  and  optical  disc.  Most 
important,  savings  in  the  cost  of 
paper,  storage  space,  mailing 
costs,  and  manpower  make  fiche 
far  and  away  the  most  cost- 
effective  way  to  store  and_ 
retrieve 
data. 


system  that  would  meet  the 

following  criteria: 
"M>  Demonstrate  significant  and 
measurable  savings. 
"&  Be  the  most  cost-effective 
solution  and  work  in  conjunction 
with  emerging  technologies. 
vftt  Improve  customer  service 
and  enhance  graphic  replication 
of  reports  and  statements. 
>$t  Satisfy  "total"  bank  needs, 
not  merely  selected  applications 
and  locations. 
>$t  Gain  the  enthusiastic 
endorsement  of  all  user  groups 
within  the  bank. 
>£t  Stop  the  flood  of  paper! 
Our  winning  recommendation, 

encompassing  Anacomp's  unique 

micrographic  hardware,  software 


and  service  solutions,  met  and 
exceeded  all  of  the  criteria.  The 
Bank  of  Boston  saw  improvement 
in  information  distribution,  storage 
and  retrieval  and  achieved  a  cost 
savings  in  manpower,  space  and 
paper  that  exceeded  $500,000  in 
the  first  year. 

Michael  Simmons,  EVP  with 
the  Bank  of  Boston,  suggested 
Anacomp  should  bottle  its  solution 
and  make  it  widely  available."  That's 
why  we  decided  to  run  this  ad;  we 
listen  to  our  customers. 

Let  us  'Anacomp  your  company." 
To  find  out  how,  contact  P  Lang 
Lowrey  SVP,  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Atlanta,  GA 
30305,  or  call  (404)262-2667. 
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Looking  for  a  specialist 
in  data  systems 
and  solutions? 


We're  Group  Health  Association, 
the  first  HMO  in  the  Washington,  D.C., 
Metro  Area.  We  provide  comprehensive 
medical  care  for  a  fixed  premium.  This 
means  managing  expensive  procedures, 
without  sacrificing  quality  care.  Ultra- 
sound exams,  for 
example,  are 
costly  and  time- 
consuming,  but 
vital.  We  knew  what  we  needed— to  let 
radiologists  at  our  main  facility  view 
ultrasound  exams  as  they  happen  at  our 
remote  clinics.  That  Way  we  could  pro- 
vide our  patients  with  direct,  immediate 
access  to  physicians,  speeding  up  formal 
diagnosis  and  treatment.  And,  we  could 


Call  me. 


make  more  efficient  use  of  our  radiolo- 
gists. So,  we  called  on  the  companies  of 
Bell  Atlantic* 

Bell  Atlantic  designed  and  installed  a 
dedicated  fiber  optic  network  that  enabled 
our  ultrasound  equipment  to  send  "live" 
full  motion 
video  images  to 
be  viewed  on 
high-resolution 
monitors  by  physicians  at  our  main  facility. 
Connecting  locations  saves  us  more  than 
$750,000  a  year.  More  importantly,  we're 
providing  better  patient  care. 

Give  me  a  call.  I'll  tell  you  more 
about  our  healthy  relationship  with 
Bell  Atlantic. 


I'll  refer  you  to 
Bell  Atlantic." 


tt'800759-6463,  ext.  1506 


©Bell  Atlantic 

We're  MoreThanJustTaE 


wallers  will  hear  a  recorded  message  from  Dr.  Kneller,  and  will  be  given  the  opportunity  to  leave  a  message  for  him  or  speak  with  a  Bell  Atlantic  representative.  'The  Bell  Atlantic  family  of  companies  includes  Bell  Atlantic 
Healthcare  Systems,  New  Jersey  Bell,  Bell  of  Pennsylvania,  Diamond  State  Telephone,  the  C6?P  Telephone  Companies  and  other  communications  and  information  management  companies.  ©  1992  Bell  Atlantic 
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now!  But  I  don't  like  to  use  that  as  a 
metric  because  it  is  a  very,  very  volatile 
metric.  The  thing  about  my  wealth  is 
just  a  bizarre  thing  because  our  valu- 
ation happens  to  be  very  high  right 
now.  It  will  be  a  very  volatile  stock 
and  have  lots  of  ups  and  downs.  If  it's 
down.  I  may  be  lucky  in  the  sense  that 
I  can  get  away  from  some  of  the  noise 
that  goes  with  it. 

ASAP:  Will  Microsoft  continue  to  grow- 
in  the  '90s  as  it  did  in  the  '80s? 
GATES:  In  terms  of  percentage, 
absolutely  not.  People  should 
not  expect  that.  We've  also 
made  it  clear  that  the  profit 
margins  that  we'll  have  in  the 
future  won't  be  as  high  as  they 
have  been.  That  kind  of  25 
percent  after  tax  is  not  at  all 
sustainable. 

ASAP:  Some  observers  claim 
that  Microsoft,  minus  the 
extremely  high  DOS  margins, 
barely  makes  a  profit. 
GATES:  Oh.  give  me  a  break! 
See.  that's  one  thing  people 
don't  understand.  Today,  our 
system  software  business  is  less 
profitable  than  our  applications 
side.  Our  applications  busi- 
nesses are  more  profitable. 
Now.  if  you  had  just  said  DOS. 
that  by  itself  would  be  quite 
profitable. 

ASAP:  We  did  say  just  DOS. 
The  argument  is  that  Microsoft 
minus  DOS  is  a  far  less  prof- 
itable company. 
GATES:  But  that's  an  unfair 
argument.  You  have  to  look 
at  it  as  a  whole — including 
Windows  NT  and  the  version 
that  comes  after  that,  some- 
thing we  call  Cairo.  Those  are  the 
renewal  of  our  position  as  a  leading 
systems  software  company.  You  know. 
DOS  is  going  to  die.  Nobody  would 
disagree  with  that.  These  things  have 
life  beyond  what  people  expect,  but 
DOS  will  be  obsolete.  The  fair  busi- 
ness comparison  is  to  take  the  system, 
the  entire  organization.  If  you  take 
that  P&L.  it  is  nowhere  near  as  attrac- 
tive— it  still  is  a  good  business,  don't 
get  me  wrong — but  it's  not  up  there 
with  some  of  the  applications. 
ASAP:  You  believe  the  PC  industry  is 
growing  faster  than  people  think  it  is. 
Why? 


GATES:  I  claim  that  only  Intel  and 
Microsoft  get  to  see  the  phenomenon. 
Even  Intel  doesn't  know  for  sure 
because  of  AMD.  People  really  don't 
understand  that  units  are  different  from 
sales  dollars  are  different  from  prof- 
its. Somebody  reports  down  profits  and 
they  say.  This  industry  is  in  troubled 
No,  this  industry  has  become  more 
competitive.  You  have  to  look  at.  can 
they  fund  the  right  kind  of  R&D?  Is 


Whose  system  software  is 
running  on  network  com- 
puters? What  share  of  the  com- 
puters running  on  networks  do  I 
have  the  system  software  for?  It  is 
a  reasonable  percentage,  okay? 


the  structure  of  the  industry  changing? 
Units  of  PCs  have  gone  up  very  health- 
ily, more  than  the  industry  followers 
suggest  that  they  have.  We've  been 
very  open  about  that. 
ASAP:  So  it's  a  healthy  business? 
GATES:  It's  a  very  healthy  business. 
Another  thing  people  don't  seem  to 
understand  is  the  difference  between 
first  and  second  derivative.  They  say. 
The  PC  business  is  slowing  down.  No, 
slowing  down  is  called  the  first  deriv- 
ative, and  the  first  derivative  is  posi- 
tive. Slowing  down  would  mean  the 
first  derivative  is  negative.  It's  posi- 
tive. This  is  a  growing  business.  It's 


very  unusual  to  have  a  business  that's 
24  million  units  a  year  and  is  growing 
worldwide  at  15  to  16  percent  per  year. 
It's  phenomenal. 

ASAP:  What  are  your  expectations  for 
NT  sales  in  the  first  year? 
GATES:  Say  it  sells  1  million  units. 
That's  less  than  10  percent  of  Win- 
dows sales.  The  key  thing  people 
should  measure  about  NT  is  the  num- 
ber of  developers  who  get  behind  it — 
both  commercial  and  corporate 
developers.  Very  few  markets 
have  such  a  clear  indicator  as 
system  software.  To  me,  NT  is 
a  pretty  sure  thing  in  terms  of 
the  goals  and  how  we  expect 
it  to  be  accepted. 
ASAP:  With  NT,  is  there  a 
temptation  to  sit  on  your  lead, 
in  terms  of  pursuing  evolution 
at  the  expense  of  revolution. 
GATES:  Absolutely  not!  When 
a  guy  like  Dave  Cutler  comes 
in.  he's  not  coming  in  saying, 
Oh.  I  want  to  use  as  much  old 
stuff  as  I  can.  When  Jim 
Allchin  comes  in  to  do  the  sys- 
tem, he's  not  coming  in  saying, 
Jeez,  I  want  to  use  your  cur- 
rent file  system  or  networking 
code.  It's  a  lot  easier  in  soft- 
ware to  be  ahead  of  technol- 
ogy. You  don't  build  up.  When 
a  customer  wants  a  new 
update,  it  takes  15  minutes  to 
install  a  new  update.  It's  not 
like  a  big  hunk  of  iron  that  has 
to  be  replaced. 

ASAP:  Ten  years  ago,  many 
people  talked  about  IBM  the 
way  people  talk  about 
Microsoft  today:  it's  dominant; 
it's  unassailable.  The  inadver-| 
tent  flips  of  its  tail  can  wipe  out  little 
companies  and  subsectors.  Now  IBM 
is  in  trouble.  Could  that  happen  to 
you,  too? 

GATES:  First  of  all,  I  never  think  we 
are  unassailable.  We  are  in  a  bizarre 
position  where  there  is  this  wild  mix- 
ture of  people  who  overestimate  U9 
and  people  who  underestimate  usj 
They  cook  up  wild  scenarios.  They  cer- 
tainly tend  to  overestimate  us  whcr 
they  go  back  and  look  at  why  we  die 
various  things  and  come  up  with  hoi 
certain  events  are  all  part  of  some  m.i^ 
ter  plan.  They  wildly  overestimate  u 
in  terms  of  thinking  that  we  couldn' 
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be  in  a  lot  of  trouble  very  quickly  if 
we  didn't  keep  in  touch  with  customers 
and  see  what  the  new  technologies  are 
and  keep  a  lot  of  very  smart  people 
working  very  hard.  Take  our  20  best 
people  away  and  I  tell  you  that 
Microsoft  would  become  an  unimpor- 
tant company. 

ASAP:  That's  a  pretty  dramatic  state- 
ment. 

GATES:  We  don't  produce  assets  that 
are  going  to  last  through  these 
changes.  If  people  want  to  feel 
good  about  our  future,  they 
better  be  doing  it  because  of 
the  people  who  are  here  and 
how  they  know  those  people 
work,  rather  than  some  other 
view,  like  that  we  have  the 
channel  wired  or  that  we  have 
the  reputation.  Those  things 
are  very  ephemeral  in  this 
business. 

ASAP:  Do  you  prefer  to  be 
underestimated  or  overesti- 
mated? 

GATES:  Underestimated!  I  hate 
this  stuff  where  people  are 
overestimated.  It  creates  unre- 
alistic expectations  and  it  gets 
scary. 

ASAP:  In  what  way? 
GATES:  This  is  a  very  compet- 
itive business.  I  mean,  in  terms 
of  the  intelligent  devices  in  the 
home,  or  even  the  future  ones 
in  the  office,  we  don't  have  a 
locked  position  on  any  of  that, 
including  system  software  in 
that  device.  There  are  a  lot  of 
smart  people  out  there.  There 
are  a  lot  of  twists  and  turns  in 
technology.  If  I  really  believed 
this  stuff  about  our  invincibil- 
ity, I  suppose  I  would  take  more  vaca- 
tions. 

ASAP:  Are  you  on  a  collision  course 
with  higher  volume,  smaller  devices 
that  have  a  lot  of  intelligence  to  them? 
GATES:  Yeah.  It's  an  intersection  of 
great  challenge.  High  volume  is  always 
the  place  to  watch  out  for.  I  certain- 
ly have  always  believed  that.  It's 
heightened  our  sensitivity  and  our 
elief  in  these  consumer  opportunities. 
ASAP:  Let's  switch  subjects.  The  FTC 
is  coming  to  the  conclusion  of  a  two- 
-q^vear  study  of  Microsoft.  Are  you  wor- 
ried about  that? 
GATES:  [Pauses  and  looks  blankly  at 


the  floor]  The  FTC  is  looking  at  a 
number  of  high-tech  markets.  It's  a 
fairly  new  thing.  Just  in  the  last  two 
or  three  years,  they've  picked  a  cou- 
ple of  situations  to  look  at,  including 
some  we're  involved  in.  The  way  that 
works  is  you  send  them  a  lot  of  infor- 
mation. We're  not  at  the  stage  yet 
where  they've  met  with  anybody  from 
Microsoft.  You  know,  there  is  a  notion 
that  somebody  at  the  FTC  is  breaking 


They  all  hope  the  government 
will  pass  the  Competitive 
Relief  Act,  so  that  Microsoft  is  no 
longer  permitted  to  write  good 
applications.  But  that's  certainly 
not  the  focus  of  the  FTC. 
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their  duty  or  ethics. 
ASAP:  How  so? 

GATES:  By  implying  that  the  FTC  is 
further  along  than  it  really  is,  which 
is  just  the  information-gathering  part. 
The  people  looking  at  the  information 
now  are  not  the  people  who  decide 
anything.  It's  not  until  it  gets  to  the 
commission  that  anything  really  starts 
happening.  Even  the  staffs  are  not  near 
the  end  of  their  work.  So  it  would  be 
completely  out  of  line  for  somebody 
to  reach  a  conclusion  and  to  be  shar- 
ing that  conclusion  with  the  press. 
ASAP:  How  will  you  deal  with  the 
investigation? 


GATES:  In  business,  you  often  get  these 
uncertain  situations.  We  had  an  Apple 
lawsuit  where  we  were  convinced  that 
bringing  out  Windows  was  a  good 
thing  and  that  it  was  based  on  work 
that  didn't  come  from  Apple.  Yet  for 
many  years  we  suffered  the  time  dis- 
traction, over  $10  million  in  cost  and 
people  constantly  asking  questions, 
What  happens  if?  What  happens  if? 
It's  not  a  fun  thing  to  be  involved  in 
something  like  that  Apple  law- 
suit— or  this  new  thing. 
ASAP:  We  gather  the  FTC 
investigation  centers  around 
whether  Microsoft  is  purpose- 
ly doing  things  in  its  system 
software  to  throw  the  compe- 
tition off  the  trail. 
GATES:  No,  that's  just  how  peo- 
ple in  their  dreams  have  pic- 
tured it.  Maybe  they  all  hope 
the  government  will  pass  the 
Competitive  Relief  Act,  so  that 
Microsoft  is  no  longer  permit- 
ted to  write  good  applications. 
That's  certainly  not  the  focus 
of  the  FTC.  Certainly,  in  terms 
of  the  relationship  between 
Microsoft  products,  you're 
allowed  to  have  products  that 
are  helpful  to  your  other  prod- 
ucts. The  fact  that  we  actual- 
ly do  encourage  competition 
on  applications  software  is  not 
something  that  many  people 
would  do.  You  wouldn't  find 
a  Nintendo  or  a  Sega  doing 
that.  There  is  an  immense 
range  of  discretion  on  how  you 
treat  two  separate  products. 
ASAP:  Why  do  so  many  peo- 
ple in  the  industry  say  that 
Microsoft  doesn't  play  fair? 
If  you  think  our  success  is  a 
then  you  can  view  our  actions 
on  some  other  motives.  You 
need  to  understand  that  we  love  to 
pursue  opportunities;  we  love  the  busi- 
ness; we're  very  oriented  toward  get- 
ting project  teams  with  great  people 
to  deliver  these  products;  we  want  to 
try  and  keep  our  edge  and  our  lead. 
It  is  a  lot  easier  to  understand  what 
we  are  doing  if  you  understand  that 
mindset  than  if  you  think  Microsoft  is 
just  sitting  up  here  looking  down  and 
thinking,  Ho,  ho,  ho.  Who  shall  we 
crush  today?' 
ASAP:  But  you  do  play  hardball,  no? 


GATES: 

given, 
based 
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GATES:  If  a  reporter  calls  up  and  says, 
Is  there  anything  that  Microsoft  could 
have  done  to  be  nicer?  there  are  a 
variety  of  random  things  people  say 
in  response  to  that.  There  are  a  vari- 
ety of  things  where,  hey,  Microsoft 
could  have  been  nicer!  But  the  whole 
thing  is  about  one  simple  goal — get- 
ting support  for  Windows.  That's  a 
business  goal.  There  is  no  requirement 
that  we  do  that  in  any  way,  shape  or 
form,  at  any  time,  including 
being  nice. 

ASAP:  Does  Microsoft  have  a 
Chinese  wall  between  systems 
and  apps?  Should  it  have  a 
Chinese  wall?  Does  it  matter 
that  it  does  or  doesn't? 
GATES:  We  would  never,  ever 
use  the  term  Chinese  wall.  It 
is  just  one  of  those  things  that 
gets  into  the  press  and  sort  of 
perpetuates  itself. 
ASAP:  Even  so,  by  whatever 
name  you  call  it,  the  charge 
is  that  you  breach  that  wall  to 
your  advantage. 
GATES:  I  find  that  funny.  When 
Lotus  finds  a  bug  in  Windows, 
we  actually  let  them  tell  our 
Windows  group  that.  And 
then  there  is  other  amazing 
thing— and  you  are  going  to 
find  this  incredible.  When  any 
of  our  applications  group  finds 
a  bug  in  Windows,  they  too 
can  let  the  systems  group 
know  that.  What  a  Chinese 
wall  is,  is  a  concept  that  we 
refer  to  for  investment  bank- 
ing where  you  have  two 
groups  that  don't  pass  infor- 
mation either  way.  You've  got 
to  be  kidding!  Our  systems 
software  group  is  going  to 
take  ideas  from  whomever 
they  can  get  them.  Our  applications 
group  has  been  a  very  rich  source  of 
feedback  for  improvements  and  so 
many  things  for  Windows.  Likewise, 
when  the  Windows  group  has  a  new 
version,  they  are  going  to  go  to  Lotus 
and  talk  about  that  new  version,  and 
amazingly,  they  are  going  to  go  over 
to  the  applications  group  and  tell  them 
about  the  new  version.  That  is  not  a 
Chinese  wall.  It's  called  communica- 
tion from  the  applications  group  to  the 
systems  group  and  from  the  systems 
group  to  the  applications  group.  We've 


got  two-way  communication!  It  would 
be  silly  not  to  have  that  two-way  com- 
munication. The  products  help  each 
other. 

ASAP:  What  you  call  two-way  com- 
munication some  would  call  a  domi- 
nance that  suppresses  innovation. 
GATES:  First  of  all,  we're  not,  domi- 
nant. The  phenomenon  that  we've  cre- 
ated in  computing,  of  having  a  single 
platform  with  millions  of  machines, 


You've  got  to  be  kidding!  Our 
system  software  group  is 
going  to  take  ideas  from  whom- 
ever they  can  get  them.  That  is  not 
a  Chinese  wall.  We've  got  two- 
way  communication!  It  would  be 
silly  not  to  have  that. 


has  created  a  very  rich  and  innova- 
tive software  industry.  The  time  frame 
in  which  there's  been  a  rich,  innova- 
tive software  industry  and  the  time 
frame  when  Microsoft  has  had  a  plat- 
form that  sells  millions — hey,  those 
two  things  are  synonymous.  I  mean, 
what  if  we  had  1,000  operating  sys- 
tems? Wouldn't  that  be  nice?  Nobody 
would  get  behind  them.  It's  the  very 
presence  of  standards  that  allows  there 
to  be  a  software  industry. 
ASAP:  Let's  switch  subjects  and  talk 
about  interactive  media.  Will  you  be 


involved  in  that? 

GATES:  If  it's  just  passive  watching,  no, 
I  won't  be  involved.  If  it's  interactive, 
sure  I'll  be  involved  in  terms  of  tools 
and  software  and  perhaps  even  in 
some  of  the  content  titles.  If  you  don't 
believe  in  interactivity,  then  our  whole 
vision  of  this  thing  is  just  plain  wrong. 
ASAP:  What  do  you  think  about  using 
computers  to  create  new  movies  out 
of  old  images  and  clips? 

GATES:  That's  called  supply — 
supply.  Value  comes  from 
demand,  not  from  supply,  okay? 
Supply  is  the  killer  of  value.  If 
you  tell  me  that  all  the  movie 
cameras  in  the  world  got 
jammed  today  and  nobody  can 
make  more  movies,  then  talk 
to  me  about  studios  like  MGM 
and  what  a  great  asset  they 
have.  That's  why  the  computer 
industry  is  such  a  strange  indus- 
try. We're  dealing  with  amaz- 
ing increases  in  supply. 
ASAP:  Causing  price  wars,  mar- 
gin slashing  and  all  the  rest. 
GATES:  And  confusion.  Most 
businesses,  where  supply  incre- 
mentally changes  or  fluctuates 
to  values  that  you've  had  expe- 
rience with  before,  you  don't 
have  to  try  and  peer  out  there 
into  the  nature  of  demand.  We 
have  a  business  where,  on  the 
information-content  side,  the 
software  side,  the  performance 
side,  we  are  always  in  unchart- 
ed territory. 
ASAP:  In  terms  of? 
GATES:  In  terms  of,  Will 
demand  move  up  to  the  sup- 
ply? You  know,  when  you  have 
200  channels  on  your  TV,  all 
of  those  channels  will  have  to 
create  a  lot  of  high-value 
demand  because  of  the  new  nature  of 
the  content.  If  it's  just  having  200 
movies  into  your  home,  figure  out  how 
many  people  at  any  one  time  want  to 
watch  movies  and  divide  it  by  all  ol 
those  movies  that  arc  out  there. 
ASAP:  Will  interactivity  create  the  new 
demand  that  you  say  splicing  togeth 
er  old  movies  won't?  Is  that  what  yol 
think? 

GATES:  It's  our  only  hope.  I  believe  1 
I  think  that  human  curiosity  requirfl 
seeing  more  information  that's  ctll 
tomized  to  your  particular  preference 
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MAKING  DIVERSE  SYSTEMS  WORK  TOGETHER 
ISN'T  NEW  MAKING  THEM  DO  SO  PROFITABLY  IS. 


Back  in  the  1980's  it  seemed  like  everybody  was  talking  about  compatibility,  or,  more  accu- 
rately, the  lack  of  it.  If  you  were  like  most  people,  you  invested  in  isolated  workstations,  and  then 
discovered  how  expensive  it  would  be  to  make  them  compatible. 

At  Bull  we  believe  that  a  company's  information  systems  should  lead  to  greater 
1  profitability  by  maximizing  past  investments  while  establishing  a  clear  path  to  the 
^    future.  Which  is  why  we  created  the  Distributed  Computing  Model.  This  innovative 

with  a  wide  range  of  professional  services 
integration  capabilities  available  from 
Bull,  can  distribute  your  total  com- 
puting resources  throughout 
your  company. 
Based  on  today's 
open  network  standards, 
the  Distributed  Computing  Model— in  addition  to  the  combined 
talents  of  thousands  of  men  and  women  from  Bull — can  help  the  wheels  and  cogs 
of  your  organization  turn  together  in  the  right  direction.  We  can  save  you  time  and  money,  and  allow  you 
to  be  more  responsive  to  your  business  needs.  If  you'd  be  interested  in  learning  more  about  what  the 
Distributed  Computing  Model  can  do  for  your  business,  please  call  508-294-6000.     Worldwide 


Information 


DISTRIBUTED  COMPUTING  MODEL. 
INVEST   IN    YOUR    ENTERPRISE. 

U.S.  Headquarters:  Bull  HN  Information  Systems  Inc.,  Technology  Park,  Billerica,  MA  01821 
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Gates 


ASAP:  What's  an  interactive  program 
that  you  personally  would  use? 
GATES:  Well,  I'm  actually  one  of  these 
people  who  rents  physics  lectures  on 
videotape.  Some  of  my  favorites  are 
the  old  [Richard]  Feynman  lectures  he 
gave  at  Cornell.  Great  stuff.  I  have 
those  videotapes  and  I  loan  them  out. 
They're  just  so  incredible. 
ASAP:  H.  L.  Mencken  said  that  no  one 
ever  went  broke  underestimating  the 
intelligence  of  the  American 
people.  Is  interactive  media 
overestimating  the  intelligence 
of  the  American  people? 
GATES:  I  will  lose  money  if  he's 
right.  I'm  betting  on  the  deep 
curiosity  and  intelligence  of 
people  worldwide. 
ASAP:  Which  companies  do 
you  think  have  the  inherent 
skill  sets  to  thrive  in  interac- 
tive media? 

GATES:  Nobody  brings  all  of  the 
elements  into  a  single  compa- 
ny. That's  why  you  will  see  so 
much  in  the  way  of  alliances 
to  pull  this  thing  off.  There  are, 
in  smaller  operations  like  a 
Broderbund  or  a  Voyager  or 
Bob  Abel  Productions,  lots  of 
people  specializing  in  these  new 
opportunities.  The  whole  pic- 
ture is  going  to  involve  com- 
panies like  TCI,  companies  like 
Microsoft  and  companies  with 
entertainment  assets  and  under- 
standing, certainly  Disney,  Via- 
com, Matsushita,  Sony.  There 
are  a  lot  of  people  who  sit 
around  thinking  about  how  this 
is  going  to  unfold.  And  cer- 
tainly nobody  has  a  clear  fix  on  it. 
ASAP:  Let  me  switch  subjects  and 
throw  an  off-the-wall  question  at  you. 
Should  we  short  Microsoft  when  we 
hear  that  you're  getting  married? 
GATES:  What? 

ASAP:  You  work  80  or  90  hours  a 
week  and  you're  intensely  competitive. 
If  Microsoft  loses  even  a  third  of  that 
intensity,  the  value  of  Microsoft  is 
diminished. 

GATES:  You're  talking  about  an  impon- 
derable situation — let's  say  an  unknown 
situation,  not  imponderable,  [laughs] 
I'll  let  you  know!  No,  this  greatly 
overemphasizes  the  importance  of  my 
role.  It  would  be  more  critical  to  look 
at  whether  we  are  continuing  to  hire 


great  people  like  Jim  Allchin,  Paul 
Leach.  That's  really  where  the  IQ  and 
intensity  come  from.  The  fact  that,  hey, 
I  might  take  three  weeks  instead  of 
two  weeks  off  a  year  I  don't  think  is 
all  that  dramatic. 

ASAP:  But  that  is  the  key.  This  indus- 
try suffers  from  a  shortage  of  astute 
businesspeople  who  combine  an  under- 
standing of  which  of  these  technical 
things  are  important  and  how  to  man- 
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interactivity  is  our  only  hope.  I 
believe  that.  I  think  that  human 
curiosity  requires  seeing  more 
information  that's  customized  to 
your  particular  preference. 


age  a  company  to  turn  out  good  prod- 
ucts on  a  regular  basis.  There  are  not 
too  many  of  those. 
GATES:  No,  there  aren't  too  many  good 
CEOs.  That's  called  restricted  supply. 
It  leads  to  high  demand  or  high  value! 
[laughs]  In  a  way,  it's  too  bad,  you 
know.  It  may  not  be  that  easy  to 
replace  myself.  Maybe  I'm  just  flat- 
tering myself  when  I  say  that. 
ASAP:  Who's  your  favorite  CEO  out- 
side Microsoft? 

GATES:  Warren  Buffett.  The  guy 
thinks.  I  love  people  who  just  think. 
The  conventional  wisdom,  they  don't 
fall  into  it. 

ASAP:  Can  the  Microsoft  phenomenon 
go  on  forever? 


GATES:  Hey,  people  live  finite  lives. 
Products  have  finite  lives.  Technolo- 
gies have  finite  lives.  In  the  forever 
the  sun  will  burn  out  and  we  won't 
need  operating  standards  at  that  point. 
People  should  be  reasonable  about  this 
stuff.  It's  a  question  of  how  many 
years.  Let's  just  take  as  a  hypotheti- 
cal that  Microsoft  in,  say,  50  years  is 
going  to  be  worthless,  as  opposed  to 
generating  a  profit  stream  out  there. 
In  terms  of  time-value  of 
money,  that's  meaningless. 
ASAP:  What's  the  relevant 
question? 

GATES:  How  much  profit  are 
we  going  to  generate  between 
now  and  50  years  from  now? 
Are  we  going  to  have  a  great 
central  position  for  five  more 
years?  Ten  more  years?  Twen- 
ty more  years?  Will  the  prof- 
itability be  5  percent?  Ten  per- 
cent? Fifteen  percent?  Nobody 
knows  that.  We've  often 
informed  analysts  that  the  per- 
centage profitability  that  is  sus- 
tainable in  our  business  will  be 
well  below  what  we  are  achiev- 
ing today,  more  on  the  order 
of  15  percent,  even  in  good 
times,  rather  than  the  actual 
25  percent  or  so  we've  gotten 
today.  We  try  to  get  expecta- 
tions to  be  realistic,  both  about 
growth  and  about  profitability, 
because  we  aren't  a  company 
that's  really  thinking  of  this  in 
short-term  ways.  You  know, 
you're  dealing  with  a  compa- 
ny where,  despite  all  of  its 
profitability,  all  the  decisions 
have  been  biased  toward  being  a  force 
and  doing  good  things  in  five  years.  I 
may  be  making  mistakes,  but  I  would 
claim  that  versus  other  companies  in 
my  business,  I  think  I  have  smarts 
guys  just  in  my  research  group  alone 
than  any  other  software  company  has 
in  their  entire  company.  Can  I  trans 
late  that  into  good  products  that  pe<| 
pie  care  about?  That's  up  to  me.  It's 
a  bet.  It's  a  risk.  I  think  we'll  be 
around  for  quite  some  time  doing  good 
things. 

ASAP:  Last  question.  Can  Microsoft  lasi 
50  years? 

GATES:  It  will  be  sonic  finite  numbci 
of  years—  and  I  don't  know  the  mini 
ber — before  our  doom  will  come.  (Mtf 
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Who  doesn't  want  the  power  to  stay 
on  time,  on  track  and  in  control ? 
That's  why  a  Wizard  electronic  orga- 
nizer makes  the  perfect  gift  they'll 
open  20  times  a  day. 

Easy  To  Use. 

Eleven  built-in  functions  and  a  raised 
typewriter  keyboard  make  it  easy  to 
store,  retrieve  and  sort  phone  num- 


bers, dates,  your  schedule,  memos 
and  more.  You  don't  need  to  know 
computer  commands.  Just  touch  any 
function  key  and  the  Wizard 
instantly  displays  the  information 
you  want. 

Easy  To  Expand. 

For  easy  access  to  more  power,  insert 
any  optional  Wizard  software  card. 


The  Wizard's  patented  touch-screen 
allows  instant  access  to  the  addition- 
al functions  of  each  software  card. 
Choose  from  reference,  business, 
entertainment,  telecommunications 
and  memory  expansion  cards 
that  are  as  easy  to  use  as  the 
Wizard  itself. 


Easy  To  Exchange  Data. 

You  can  exchange  files  between 
your  Wizard  and  your  PC  or  Mac, 
with  the  optional  Organizer-Link 
and  cable. 

Easy  To  Communicate. 

Send  a  fax  from  your  Wizard  with 
an  optional  Organizer  Fax/Modem. 
Or,  connect  with  on-line  services 
to  send  and  receive  data  over  phone 
lines,  even  from  a  cellular  phone. 

Easy  To  Give. 

So  give  the  gift  of  organization.  To  get 
more  information  on  the  Wizard,  call 

1-800-321-8877 
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FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS M 

BANKING  SYSTEMS  •  CALCULATORS  •  CASH  REGISTERS  •  COLOR  SCANNERS  •  COMPUTERS  •  COPIERS  •  FACSIMILE  •  LASER  PRINTERS  •  TYPEWRITERS  •  WIZARD®  ORGANIZERS 
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Place    Study 


By    Richard    Rapaport 


On  the  slopes  of  Utah's  Wasatch  Range,  a  determined 

cabal  of  forward-thinking  Latter-day  Saints  is  making  a  major  move 

on  the  future  of  computing.  Like  the  Blues  Brothers,  these  outriders 

are  on  a  mission  from  God,  and  they're  spoiling  for 

a  fight  with  mighty  Microsoft.  If  they  succeed,  stand  by  for  the 

MORMON 

CONQUEST 


At  3:27  p.m.,  Wednesday, 
August  12,  1992,  the  tem- 
perature in  Salt  Lake  City 
has  reached  98  degrees,  according  to 
the  glowing  green  digital  readout  in 
the  elevator  of  the  headquarters  of 
the  Church  of  Jesus  Christ  of  Latter- 
day  Saints.  Startlingly,  the  elevator's 
synthesized  voice  announces  the 
arrival  at  the  19th  floor,  more  than 
halfway  up  the  soaring,  crenelated 
structure  that  is  the  cerebral  cortex 
of  the  Mormon  Kingdom  as  surely  as 
the  Mormon  Temple  across  the  street 
is  its  spiritual  heart. 

The  Church  Office  Building,  as  it 
is  known  locally,  is  surrounded  by 
stone  watercourses  and  lush  foliage 
kept  fresh  in  the  wilting  desert  heat 
by  constant  sprinkling.  At  28  stories, 
it  is  the  tallest  building  in  Salt  Lake 
City,  and  looks  as  if,  during  the  right 
season  and  time  of  day,  its  shadow 
could  eclipse  the  Utah  State  Capitol 
a  few  blocks  to  the  north,  in  a  fair 
approximation  of  the  political  peck- 
ing order  in  Utah.  The  tower  also 
dwarfs  the  prairie  gothic  Mormon 
Temple     and     dominates     Temple 


Square,  which  is  Salt  Lake's  Zero, 
Zero,  the  point  from  which  all  roads 
in  this  New  Jerusalem  are  numbered 
and  the  center  from  which  the  many 
and  varied  ordinances  of  the  church 
are  administered. 

"The  vine  that  girdles  the  world" 
is  how  writer  Wallace  Stegner  de- 
scribed the  General  Office  of  the  LDS 
Church  in  his  1940  book,  Mormon 
Country.  Today,  with  the  aid  of  com- 
puters and  satellite  dishes,  that  vine 
girdles  the  enormous  expanse  of  the 
LDS  Church's  2,000  stakes,  11,000 
wards,  7  million-plus  members  and 
near  $10  billion  in  investments  all  over 
the  world.  Each  stake  center  (the 
equivalent  of  a  Roman  Catholic  dio- 
cese) in  the  U.S.  has  its  own  satellite 
dish.  Brigham  Young  University's  foot- 
ball games  are  carried  on  Saturdays 
during  the  fall,  but  the  satellites  also 
serve  a  much  higher  calling.  In  case 
of  an  apocalyptic  emergency,  the 
Church  General  Authority  can  notify 
3  million  members  in  North  America 
in  less  than  an  hour. 

If,  indeed,  as  the  Mormons  believe 
and  their  church  name  signifies,  we 


are  living  in  "the  latter  days"  and  the 
millennium  does  arrive  suddenly  in 
Salt  Lake  City,  the  word  would  go 
out  quickly  from  the  Church  Office 
Building,  which  is,  according  to  one 
of  the  church's  hardware  suppliers, 
"jammed  wall-to-wall  with  computers." 
More  specifically,  the  message  would' 
need  to  pass  through  the   19th  floor 
of  the  LDS  Church  headquarters  to 
the  office  of  Darwin  John,  a  round, 
dark,  sober  man  who  is  the  executive 
in  charge  of  church  computing.  One 
of  the  highest-ranking  nonclerics  in 
the  LDS  Church,  John  oversets  what! 
has  been  called  a  networking  meeea, 
a  sophisticated  and  far-flung  technical! 
empire.  Around  this  powerful  center] 
has  sprung  up  one  of  the  most  vig- 
orous and  determined  communities  ml 
the  intensely  competitive  softwaifl 
industry.   Although   it   is  from  .lohn's| 
office  that  all  of  the  church's  techno- 
logical tendrils  emerge,  he  is  no  enrap- 

He's  Making  a  List  Darwin  John,  keeper 
of  the  computers  lor  the  LDS  Church,  surve\ 
database  kingdom  horn  the  inner  sanctum  of 
the  Mormon  Tabernacle. 
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Mormons 
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tured  techie.  "One  of  the  reasons  I 
was  invited  here,"  he  says  as  he  sits 
in  his  elegant  and  sparingly  appoint- 
ed corner  office,  "was  to  get  clear  on 
the  future,  how  to  use  technology  and 
how  not  to." 

Like  most  Mormon  elders,  John  is 
a  careful,  almost  stolid  man,  and  he 
doesn't  think  much  of  Silicon  Valley. 
"Here,"  he  says,  "the  church  is  an 
anchor.  In  Silicon  Valley  nothing 
touches  the  ground."  John's  ground- 
edness  extends  to  a  multimillion- 
dollar  array  of  high  technology  that  is 
vast  and  impressive,  but  not  really 
unprecedented  in  Mormon  life.  Indeed, 
computers  and  databases  are  only  the 
latest  in  what  has  been  a  long  line  of 
organizational  weapons  and  technolo- 
gies employed  by  the  Latter-day  Saints 
against  an  outside  world  that  has 
always  seemed  to  be  closing  in. 

Mormonism  was  born  in  fiery  tur- 
moil on  the  millennial  "burned-over 
ground"  of  1820s  Upstate  New  York. 
It  was  blooded  in  the  "mobocrat" 
killing  fields  of  Ohio,  Missouri  and  Illi- 
nois in  the  1830s,  tested  on  the  bliz- 
zard-bound trails  through  the  Rocky 
Mountains  in  the  1840s  and  planted  at 
the  end  of  that  decade  in  a  valley  in 
a  country  Stegner  called  "the  last  of 
the  sticks." 

Sheer  survival  was  one  of  the  basic 
reasons  the  LDS  Church  always  strove 
to  be  at  the  forefront  of  networking 
and  connectivity.  From  the  very  start, 
the  extraordinarily  hierarchical  Mor- 
mon Church  structure  required  close 
communications  among  followers  who 
were  often  scattered  like  chaff  during 
the  halting  20-year  migration  that  led 
from  Upstate  New  York  to  Salt  Lake 
City  and  the  New  Zion.  In  fact,  the 
Mormons  organized  so  well  that  one 
awed  non-Mormon  cleric  almost  a  cen- 
tury ago  declared,  "No  other  organi- 
zation is  so  perfect  as  the  Mormon 
Church,  except  for  the  German  Army." 

Even  after  the  Mormons  had  organ- 
ized their  New  Zion,  the  LDS  Church 
did  not  feel  protected  enough  from 
outside  intrusion.  To  guard  church 
members  from  the  prying  eyes  of 
unsympathetic  "Gentiles,"  Prophet 
Brigham  Young  began  in  1860  the  con- 
struction of  a  telegraph  system  that 
would  closely  knit  the  communities  of 
the  Great  Basin-wide  Mormon  King- 
dom. Within  a  decade  it  consisted  of 


more  than  1,000  miles  of  wire  and 
nearly  70  stations;  the  Utah  Telegraph 
was  a  marvel  of  its  day,  maintaining 
contact  with  the  many  Mormon 
colonies  throughout  the  Intermountain 
Region.  Today,  in  a  sense,  only  the 
gadgets  have  changed.  It  was  from 
Lion  House  in  Salt  Lake  City's  Tem- 
ple Square  that  Brigham  Youfig,  the 
oft-wived  eminence  of  LDS  history, 
exercised  power  for  more  than  30 
years,  and  from  there  that  he  kept  his 
hand  on  the  key  of  the  Utah  Tele- 
graph. And  it  is  from  a  newer  center 


on  the  burden  of  saving  these  souls 
by  performing  the  ordinances  of  mar- 
riage and  baptism  by  proxy.  To  fulfill 
that  ordinance,  the  LDS  Church  has 
established  what  is  one  of  the  largest 
computerized  databases  on  the  plan- 
et, with  more  than  2  billion  names,  to 
help  Mormons  and  non-Mormons  alike 
discover  their  genealogical  roots. 

Though  the  goal  may  seem  as 
impossible  as  it  is  implausible,  scoff- 
ing is  not  recommended.  Over  the  last 
century  and  a  half,  the  Mormons  have 
generally  done  what  they  set  out  to 


quite  near  Lion  House  that  Elder  Dar- 
win John  today  oversees  the  awesome 
collection  of  computers  that  is  part  of 
one  of  the  most  highly  organized 
communications  networks  in  the  world. 

That  the  LDS  Church  has  invested 
so  much  time  and  money  in  achieving 
computer  superpower  status  has  a  sub- 
lime purpose  as  well  as  an  earthly  one. 
The  church's  highly  developed  data- 
bases fulfill  one  of  the  prime  missions 
of  the  Latter-day  Saints:  to  set  free 
the  billions  of  souls  stuck  between  life 
and  the  Celestial  Kingdom  because 
they  were  not  married  and  baptized 
within  the  sanctity  of  the  Mormon 
Church. 

With  numerous  generations  of  the 
once  living  believed  to  be  out  in  the 
celestial  cold,  the  Mormons  have  taken 


do.  They  have  migrated,  survived,  pros- 
pered and  propagated  their  beliefs. 
They  have  transformed  a  tenuous  oasis 
on  the  edge  of  America's  most  inhos- 
pitable alkaline  wilderness  into  a  major 
center  of  agriculture,  commerce,  trans- 
portation and  tourism — and  now,  high 
technology. 

Over  the  last  five  years,  the  50- 
mile  stretch  between  Salt  Lake  City 
and  Provo-Orem.  the  area  known  as 
the  Wasatch  Front,  has  become  the 
site  of  something  unexpected  and 
undeniably  important  for  America 
high  technology.  During  the  L98M 
few  in  technology  paid  special  atten- 
tion to  the  "last-of-the-sticks"  Mor- 
mon homeland — except  perhaps  whel 
it  was  time  to  go  skiing.  But  while 
the  world   thrilled   to  tales  of  gred 
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deeds  in  Silicon  Valley,  the  Wasatch 
Front  was  metamorphosing  into  a  fast- 
growing  center  of  high  technology, 
particularly  of  computer  software 
development. 

With  the  software  production  of  two 
giants,  Novell  Inc.  in  Provo  and  Orem- 
based  WordPerfect  Corp.,  nearly  total- 
ing the  software  production  of  Silicon 
Valley,  and  with  dozens  of  fast-grow- 
ing smaller  companies  and  scores  of 
startups  following  in  their  substantial 
wake,  the  Front  has  suddenly  caught 
the  attention  of  the  computer  indus- 


"A  lot  of  people  around  here  believe 
that  if  the  church  does  something,  it 
must  be  here  to  stay." 

The  innate  strengths  of  the  Wasatch 
Front  could  easily  transform  the  area 
into  a  worthy  and  self-sustaining  high- 
tech  competitor,  if  not  yet  to  Silicon 
Valley,  then  certainly  to  North  Car- 
olina's Research  Triangle,  and  to 
Austin,  Minneapolis,  Seattle  and  the 
other  striving  islands  of  high  technol- 
ogy that  form  America's  computer- 
development  archipelago. 

It  is  especially  toward  Seattle,  the 


New  Z/on  by  Night  Up  against  the  wall  of  the  Wasatch  Range,  Salt  Lake  City — home  to  Mormon 
zeal,  entrepreneurial  zest  and  western  grit — lies  at  the  heart  of  one  of  the  fastest-growing  centers  of 
high  technology. 


try  as  a  seedbed  for  developments  in 
network,  database  and  communications 
hie!  computing. 

That    the  -Mormon    homeland, 
cnown  mostly  for  the  clannishness, 
Cm  piety  and  stolidity  of  its  population 
(and  the  salt  content  of  its  lake), 
ie  ihi  would  become  a  center  for  an  indus- 
i  ant  try  associated  with  expansive,  even  lib- 
erica  ertine  ways  of  living  and  thinking 
might  at  first  sound  like  a  contradic- 
ion.   But   the   areas  in  which   the 
ivVasatch  Front  excels — networking, 
,»ti;  database  and  communications — are 
S  naturally  related  to  the  grand  designs 
jrei   >f  the  LDS  Church.  As  John  suggests, 


alien 


home  of  software  giant  Microsoft,  that 
the  strivers  of  the  New  Zion  are  look- 
ing. If  there  is  any  company  that  can 
threaten  Microsoft's  continued  domi- 
nance of  personal  computer  software 
in  the  1990s,  it  is  Utah's  Novell,  led 
with  classic  Latter-day  Saints  fervor  by 
its  rough-and-ready  high-tech  frontier 
prophet,  Ray  Noorda. 

The  Noorda  Mystique 

Long  before  the  morning  sun  marks 
the  purple  granite  tops  of  the  moun- 
tains that  wall  off  the  Salt  Lake  Val- 
ley from  the  East,  a  steady  stream  of 


traffic  is  pouring  off  Interstate  15  to 
make  its  way  to  Novell  headquarters 
at  the  edge  of  Provo. 

Novell  is  one  of  those  modern-day 
high-tech  phenomena.  Through  timing, 
luck  and  unashamedly  contrarian  lead- 
ership, the  company  has  transformed 
itself  from  a  dead-end  manufacturer 
of  personal  computers  in  the  early 
1980s  into  a  nearly  $1  billion-a-year 
leader  in  personal  computer  network- 
ing. If,  as  is  often  theorized  in  the 
computer  trade,  personal  computer  net- 
working is  to  the  1990s  what  person- 
al computing  was  to  the  1980s,  then 
Novell  is  the  heir  presumptive  to 
Microsoft  as  the  dominant  force  in  the 
personal  computer  software  market. 

Ray  Noorda,  chairman,  president 
and  CEO,  has  taken  Novell  from  the 
tank  to  the  top  by  being  everything 
that  Microsoft  and  its  CEO,  Bill  Gates, 
are  not:  unassuming,  open  and  very, 
very  cooperative  with  friend  and  foe 
alike.  It  is  Noorda's  notion  of  "coope- 
tition" — the  willingness  to  form  alliances 
and  happily  make  products  that  run  on 
virtually  every  computer  operating  sys- 
tem known  to  God  and  man — that  has 
made  Novell  the  darling  of  small  soft- 
ware manufacturers  and  the  locus  of 
opposition  to  Microsoft,  the  proprietary 
megalith  everyone  in  the  industry  loves 
to  loathe. 

No  small  part  of  Novell's  charm 
and  charmed  existence  resides  in  Noor- 
da's aw-shucks  persona  and  Will 
Rogers  stoop-and-drawl  manner,  which, 
with  few  exceptions,  put  people  at  ease 
and  make  them  underestimate  the 
nearly  mystical  business  finesse  of  the 
man  and  his  company. 

Not  that  Ray  Noorda  fails  to  appre- 
ciate and,  on  occasion,  manipulate  the 
trappings  of  power.  There  was,  for 
example,  the  private  jet  which,  until 
he  was  called  on  it,  Noorda  leased  to 
Novell  for  $2  million  a  ,ear.  Though 
his  yearly  salary  of  $40,000  may  seem 
paltry,  the  11  percent  of  Novell  stock 
he  controls  is  now  worth  nearly  $1 
billion.  Yet  wasn't  that  Ray  Noorda 
standing  in  line  at  the  ticket  counter 
at  Salt  Lake  Airport,  using  his  senior 
citizen  discount  for  commercial 
flights? 

Then  there  is  the  tendency  at 
Novell  to  favor  tiny  airless  offices,  a 
deprivation  that  became  a  status  sym- 
bol  among  top  managers  because 
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Noorda  himself  operated  out  of  one. 
There  are  the  blue  jeans  and  work 
shirts  worn  at  Novell  because  Noorda 
favors  them,  and  the  fact  that  he  dri- 
ves a  pickup  truck  to  work  instead  of 
one  of  those  fancy  imports  that  pop- 
ulate the  parking  lots  of  Silicon  Val- 
ley. American  cars  are  the  order  of 
the  day  at  Novell  because,  according 
to  one  employee,  Noorda  believes  that 
"when  people  buy  fancy  cars,  it's  the 
beginning  of  the  end."  All  in  all,  Noor- 
da's Mormon  cowboy  image  has  been 
a  wonderfully  colorful  way  to  confront 
the  suits  from  Silicon  Valley  and  the 
snoots  from  the  New  York  Times. 

Even  if  the  lanky,  outspoken,  68- 
year-old  Noorda,  who  last  year  under- 
went heart  bypass  surgery,  has  been 
making  noise  about  retiring,  the  mere 
mention  of  Gates  and  Microsoft  seems 
to  make  him  grow  younger  on  the 
spot.  "Microsoft  has  developed  just  a 
huge  personal  conviction  that  they  are 
anointed  to  run  this  industry."  Noor- 
da snorts  at  one  point  during  an  inter- 
view in  one  of  those  airless  rooms  at 
Novell  headquarters.  "We're  the  under- 
privileged class,  the  fighters  who  think 
we  can  keep  single-product  companies 
like  Lotus,  Adobe  Systems  and  Word- 
Perfect alive!" 

If  Noorda's  missionary  zeal  shines 
through,  it  is  partly  because,  like  all 
young  men  in  the  LDS  Church,  he 
served  a  two-year  stint  as  a  Mormon 
missionary.  Mission  work  has  given 
Noorda,  and  thousands  of  other  Mor- 
mons, a  chance  not  only  to  see  the 
world  (while  having  doors  slammed  in 
their  faces  time  and  again)  but  also  to 
acquire  a  level  of  worldliness  that 
seems  out  of  place  in  an  area  as 
remote  as  the  southern  part  of  the  Salt 
Lake  Valley.  Noorda  comes  naturally 
by  his  zealous  pursuit  of  software  sal- 
vation through  open  systems;  it  is  a 
missionary's  ardor  he  has  passed  on 
to  many  of  Novell's  now  more  than 
2,500  employees  in  Provo  and  else- 
where. Initially,  however,  saving  Nov- 
ell was  a  mission  that  Noorda  nearly 
passed  up. 

Ten  years  ago,  the  Provo-based 
company  called  Novell  Data  Systems 
was  a  tiny  three-year-old  manufactur- 
er of  personal  computers,  an  offshoot 
of  the  bankrupt  Mormon-owned  Bee- 
hive Computer,  itself  nearing  bank- 
ruptcy. In  late  1982  Novell  investors 


asked  Noorda,  a  58-year-old  turn- 
around specialist  and  self-acknowledged 
big-computer  bigot  living  in  Southern 
California,  to  take  a  last-ditch  look. 
Frankly,  there  wasn't  much  to  look  at. 
The  company  was  down  to  14  employ- 
ees, had  been  through  a  half-dozen 


Novell  boss  Ray 
Noorda  seems 
to  be  preparing 
for  a  Latter-day  Saints- 
style  "Blood  Atonement" 
confrontation  between  his 
alliance  of  computing 
openness  and  Microsoft's 
proprietary  control 

presidents  in  the  previous  year  and 
looked  as  if  it  might  best  be  put  out 
of  its  misery. 

"I  was  not  sure  I  wanted  to  be  the 
CEO,"  Noorda  comments  laconically 
about  visiting  Novell's  remaining  exec- 
utive staff  at  the  COMDEX  show  in 
the  fall  of  1982.  Unable  to  afford  a 
booth,  Novell  rented  a  hotel  room  to 
highlight  the  company's  one  remain- 
ing technological  asset.  But  what  a 
piece  of  technology  it  was!  Designed 
by  three  engineers,  Brigham  Young 
University  boys  who  collectively  called 
themselves  Superset,  it  was  a  kernel 
of  software  that  somehow  managed  to 
hook  together  computers  running  CP/M 
and  DOS,  the  PC  world's  two  leading 
and,  until  then,  incompatible  operat- 


ing systems.  Noorda  was  impressed. 
"It  felt  good  to  me  to  see  them  oper- 
ating together,"  he  says. 

So  impressed  was  Noorda  that  he 
agreed  to  run  the  company.  But  he 
was  not  thrilled  about  returning  to 
Utah  after  30  years  spent  outside  the 
state;  Noorda's  first  impulse,  he 
remembers,  was  "to  move  people  to 
California."  But  his  mostly  Mormon 
staff  simply  refused  to  leave.  "I  asked 
them  to  think  about  it,"  he  says,  "and 
then  I  stopped  thinking  about  it." 

Utah  was  more  or  less  as  he 
remembered  it.  Noorda  found  a  will- 
ingness to  work  hard,  an  unwillingness 
to  work  on  Sundays  and  a  naivete 
about  the  business  world  that,  while 
touching,  would  not  do  much  to  help 
Novell  grow.  One  of  the  first  problems 
was  money.  California  venture  capi- 
talists who  knew  Noorda  and  would 
have  been  happy  to  invest  in  one  of 
his  Silicon  Valley  ventures  would  not 
even  consider  making  the  hour-and- 
change  flight  to  Salt  Lake  City.  Local 
banks,  steeped  in  the  Mormon  tradi- 
tion of  eschewing  debt,  knew  nothing 
about  how  to  handle  technology  com- 
panies. "It  was  a  Dark  Ages  bank  envi- 
ronment." recalls  Gary  Meredith,  a 
vice-president  at  Utah's  high-technolo- 
gy pioneer  Evans  &  Sutherland  Com- 
puter Corp.  "It  was  impossible  to  get 
any  bank  in  the  Salt  Lake  Valley  to 
make  a  loan,  even  on  receivables." 

So  Noorda  was  stuck  in  Utah  with- 
out the  bucks.  "We  had  to  live  on  our 
own  funding,"  he  recalls.  Though  the 
lack  of  funds  pinched,  it  also  helped 
make  Novell  "lean,  tough  and  con- 
servative." Most  importantly,  accord- 
ing to  Noorda,  it  made  him  and! 
Novell's  engineers  "focus  our  attention 
on  our  products." 

The  more  the  engineers  focused,  the 
more  inescapable  their  conclusion:  the 
future  of  the  company  was  in  software. 
Within  months  Noorda  and  his  small 
team  of  engineers  hit  on  a  strategy  ■ 
phase  out  hardware  production  and  ■ 
all  out  with  the  software-based  net- 
working system  that  was  theoretical! 
capable  of  connecting  virtually  any  ■ 
the  dozens  of  brands  of  personal  com 
putcrs  vying  for  the  market.  The  prod 
uct  would  be  called  Netware.  Noord 
was  blunt  about  the  prospects  of  tin 
company.  "II  we  were  to  survive.''  I 
told  an  interviewer  in  1989,  "Netwai 
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would  have  to  be  everywhere." 

The  timeliness  of  Novell's  key  deci- 
sion became  apparent.  Noorda  and 
company  really  hit  their  stride  in  1985 
when  they  went  head  to  head  with 
Santa  Clara,  Calif.-based  3Com,  the 
company  that  had  virtually  invented 
networking.  Novell,  already  well 
involved  in  its  "support  anything,  any- 
where, anytime"  philosophy,  went  to 
3Com  with  a  deal  to  support  its  net- 
work hardware  with  Novell  software. 
3Com,  already  collaborating  with  IBM 
and  Microsoft,  refused  to  work  direct- 
ly with  Novell.  Undaunted,  Novell  pro- 
duced a  package  that  would  support 
the  3Com  network  anyway. 

The  Novell  local  area  network,  or 
LAN,  worked  better  on  3Com's  hard- 
ware than  3Com's  own  software.  The 
result  was  that  Novell  quickly  became 
3Com's  biggest  reseller.  3Com  retaliat- 
ed by  lifting  Novell's  license.  According 
to  former  Novell  executive  and  Noorda 
protege  Craig  Burton,  "They  canceled 
our  contract  out  of  spite  and  we  put 
them  out  of  the  software  business." 

By  1985,  Novell  had  grown  into  a 
$20  million  company  and  was  on  its  way 
to  $200  million  by  1988.  Novell  was  also 
beginning  to  go  head  to  head  with 
Microsoft,  the  most  powerful  and  prof- 
itable software  business  in  the  world — 
and  possibly  the  most  defensively  and 
aggressively  proprietary  as  well. 

At  first,  relations  between  Microsoft 
and  Novell  were  fairly  cordial.  In  April 
1984  Novell  introduced  the  first  multi- 
tasking DOS  for  PCs,  and  in  Septem- 
ber 1985  it  became  the  first  indepen- 
dent network  company  to  support 
Microsoft's  DOS  3.1.  Throughout  the 
mid-1980s  Novell  came  up  with  ways 
to  get  its  Netware  hooked  up  to  vir- 
tually every  PC  system  available. 

This  did  not  sit  well  with  Microsoft, 
which  was  beginning  to  cast  a  covetous 
eye  on  the  networking  business  that 
Novell  increasingly  seemed  to  control. 
Then,  in  1988,  Microsoft  and  IBM 
announced  their  OS/2  operating  sys- 
tem. It  included  a  networking  product 
called  LAN  Manager.  According  to 
Burton,  the  product  was  aimed  at 
■  ctcf" nothing  less  than  "putting  Novell  out 
of  business." 

Novell  R&D  responded  quickly.  By 
September  1988,  Novell  became  the 
first  independent  network  company  to 
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Novell  also  announced  it  would  fur- 
ther strengthen  its  sales  strategy  by 
using  the  novel  approach  of  employ- 
ing third-party  distributors  to  sell  and 
support  the  company's  products.  With 
chains  such  as  Compass  and  Busi- 
nessland  on  its  side,  Novell  wound  up, 
according  to  one  analyst,  with  "more 
places  to  buy  Netware  than  there  are 
7-Elevens  to  buy  Slurpees." 

Novell's  optimistic  and  all-encom- 
passing systems  embrace  seemed  to 
have  a  way  of  simply  absorbing  the 
missiles  fired  in  its  direction.  Not  that 
Microsoft  had  done  a  particularly  good 
job  of  launching  its  networking  Scuds. 
By  tying  its  LAN  Manager  to  what  was 
an  extremely  slow-selling  OS/2  operat- 
ing system,  Microsoft  undercut  its  own 
sales  to  the  60  percent  of  network 
users  who  were  already  using  Novell's 
products  and  might  have  been  induced 
to  try  LAN  Manager  if  they  could  sim- 
ply add  it  to  their  existing  systems.  As 
it  was,  the  Microsoft  product  made 
hardly  a  dent  in  Novell's  market  share. 
The  result  was  a  rift  between  the  erst- 
while OS/2  partners:  IBM  simply  gave 
Novell  the  codes  necessary  to  write  its 
own  software  to  support  OS/2.  Again, 
Novell's  relentless  open-mindedness 
put  Bill  Gates  into  orbit. 

Bill  Gates  may  have  been  resent- 
ful, but  he  was  also  intrigued.  In  1989, 
Noorda  and  Gates  met  to  discuss  a 
possible  merger.  But  Noorda  was  not 


impressed  and,  he  says,  "decided  not 
to  continue  discussions."  He  did  come 
away  with  the  feeling  that  "Microsoft's 
interest  in  controlling  the  industry  was 
much  higher  than  ours."  Gates  had 
been  interested  in  bundling  applica- 
tions, which  struck  Noorda  as  "not 
good  for  the  industry." 

Ultimately,  Noorda  recalls  that  his 
discussions  with  Gates  "led  me  to 
believe  we  had  to  work  harder  with 
other  applications  people."  He  made 
up  his  mind  to  talk  with  WordPerfect 
and  Lotus.  This  made  young  Bill  Gates 
very  cross  indeed. 

Gates  also  caught  wind  of  the 
agreement  the  number-two  software 
seller,  Torrance,  Calif.-based  Ashton- 
Tate, was  about  to  sign  giving  Novell 
marketing  rights  to  a  networked  per- 
sonal computer  database  called  SQL 
Server.  In  front  of  reporters  at  the 
1988  Network!  conference,  Gates  brow- 
beat and  humiliated  Ashton-Tate  chair- 
man Gary  Esber  and  gave  him  an  ulti- 
matum: cancel  the  agreement  with 
Novell  or  be  destroyed  by  Microsoft. 
In  the  meantime.  Gates'  PR  people 
tried  to  explain  away  the  industry  reac- 
tion to  the  public  spat,  suggesting  that 
it  was  "a  case  of  people  not  knowing 
what  to  make  of  Bill  when  he  is  being 
his  extreme  self."  But  any  chance  of 
an  eventual  alliance  between  Microsoft 
and  Ashton-Tate  was  finished,  along 
with  Esber,  who  was  forced  out  of  his 


SeI»i   support  OS/2.  As  a  preemptive  strike, 


Boxed  Set  Alan  Asbton  (left),  president  of  Orem-based  WordPerfect,  and  Joe  Firmage,  president  of 
fast-starting  Serius,  represent  opposite  ends  of  the  Wasatch  Front's  interconnected  grid  of  companies: 
the  pay-as-you-go  Mormon  elder  out  of  BYU  and  the  borrow-and-grow  young  Turk  with  bicoastal 
contacts  and  outside  money. 
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company  within  months. 

Gates'  dividc-and-conquer  strategy 
was  in  sharp  contrast  to  the  wide-rang- 
ing alliances  and  mergers  that  had  by 
L989  helped  make  Novell  a  company 
with  sales  of  $420  million. 

Yet  Microsoft  was  very  much  on 
Noorda's  mind  when  he  sat  down  to 
dinner  in  the  spring  of  1990  with  Jim 
Manzi,  the  determined  young  chair- 
man of  Cambridge,  Mass.-based  soft- 
ware house  Lotus  Development  Corp., 
which  at  the  time  shared  honors  with 
Microsoft  and  Ashton-Tate  as  the 
industry's  "big  three."  The  meal  last- 
ed four  hours,  and  when  it  was  over, 
according  to  Manzi,  the  two  had  dis- 
covered that  their  companies  "were  on 
eerily  similar  courses."  Over  the  next 
several  months  a  very  elaborate  and 
public  courtship  unfolded.  A  deal  was 
struck  in  which  Lotus  would  buy  Nov- 
ell, thus  creating  a  $1.5  billion  com- 
pany, which,  it  was  widely  noted, 
would  equal  Microsoft  in  size. 

But  by  May,  the  dalliance  was 
beginning  to  cool.  Novell  shareholders, 
as  well  as  Noorda  himself,  were  balk- 
ing at  the  notion  of  Noorda  serving  as 
only  vice-chairman,  or  vice-anything  for 
that  matter.  When  Novell  finally  insist- 
ed that  it  have  equal  representation  on 
the  new  board,  Lotus  balked. 

Even  if  Manzi  was  not  willing  to 
fold  himself  into  Novell's  open  embrace, 
others  were.  In  October  1991,  Novell 
bought  Digital  Research  Inc.,  the  Mon- 
terey, Calif.,  company  best  known  for 
several  close  brushes  with  immortality. 

Novell's  purchase  of  Digital 
Research  puzzled  many  observers,  even 
though  DR's  belated  version  of  DOS, 
called  DR-DOS,  was  generally  acknowl- 
edged to  be  better  than  Microsoft's 
system.  Some  thought  Noorda  might 
be  planning  the  ultimate  revenge 
against  Microsoft:  producing  an  oper- 
ating system  that  would  go  directly  up 
against  Gates'  crown  jewel.  "What  if 
they  built  their  own  operating  system 
and  put  it  on  Netware?"  Thorn  Dun- 
can, an  editor  at  LAN  Times,  wonders. 
"People  would  never  have  to  buy 
Microsoft  again." 

By  1991,  the  battle  between  Micro- 
soft and  Novell  had  been  joined.  Gates 
said  as  much  on  May  16,  1991,  in  a 
startling  memo  to  the  troops  in  which 
he  admitted  that  OS/2  was  "not  a  win- 
ner" and  told  them  that  "making  sure 


Windows  is  the  winning  OS  [operating 
system]  is  our  highest  priority."  Nov- 
ell was  not  directly  named,  but  it 
became  clear  who  the  enemy  was  when 
Microsoft  introduced  its  latest  Win- 
dows, version  3.1,  in  April  1992.  Some- 
how, between  Windows  3.0  and  Win- 
dows 3.1,  codes  had  been  rewritten  sp 
that  running  DR-DOS  with  a  Windows 
driver  was  nearly  impossible.  Knowing 
nods  among  the  coding  cognoscenti 
suggested  that  Microsoft  was  warning 


Novell  off  in  a  highly  creative  and 
thoroughly  insidious  way. 

Microsoft's  latest  assault  on  Novell's 
networking  hegemony  is  already  under 
way  with  the  introduction  of  its  new 
Windows  NT.  NT,  a  powerful  operat- 
ing system,  is  complete  with  a  new  net- 
working component  designed  to  break 
Novell's  60-perccnt  grip  on  the  market. 
An  industry  insider  is  certain  that  Nov- 
ell's response  will  turn  the  battle 
between  the  two  giants  into  Network 
Armageddon.  "Ray  Noorda's  response," 
he  says,  "is  not  just  defensive;  he's 
putting  together  a  mirror  company  to 
fight  Bill  Gates  on  all  levels." 

Such  a  battle  royal  is  a  scenario 
that  has  Craig  Burton,  one  of  the 
architects  of  Novell's  successful  open 
alliance  strategy,  clearly  worried.  Try- 
ing to  compete  with  Microsoft  on  its 
own  terms.  Burton  believes,  under- 
mines the  potential  to  turn  Novell 
inside  out:  "Ray  wants  to  have  mono- 


lithic control  of  the  market,  which 
means  he  will  lose  his  ability  to  be  a 
leader  under  the  new,  open  model  that 
got  Novell  where  it  is  in  the  first 
place."  Noorda,  for  his  part,  sees  things 
in  a  more  charitable  light,  insisting  that 
Novell  remains  committed  to  "net- 
working more  fully  so  customers  know 
they  have  alternative  choices  to 
Microsoft." 

In  July  1992,  Novell  seemed  to  be 
reinforcing  its  openness  strategy  by 
permitting  developers  to  use  key  por- 
tions of  Netware,  and  even  to  clone 
Netware,  through  its  Netware  Tech- 
nology Licensing  Program.  Ironically, 
one  of  the  companies  most  interested 
in  hopping  aboard  was  Microsoft. 
Microsoft  admitted  being  miffed  when 
Novell  sent  a  letter  asking  for  royal- 
ties. "You  really  don't  mean  that," 
Gates  responded.  "It's  inappropriate 
and  inconsistent." 

Whether  or  not  Novell  is  an  open 
or  a  proprietary  company  is  of  more 
than  passing  interest  along  the  Wasatch 
Front.  Many  of  the  companies  in  the 
Novell  alliance,  such  as  WordPerfect, 
Dayna,  Folio  and  Serius,  are  from 
Utah.  Novell  is  the  anchor  in  the 
region,  and  a  healthy  Novell  keeps  the 
Wasatch  Front  high-tech  miracle  viable. 
There  is,  however,  another  twist.  As 
much  as  the  smaller  companies  need 
Novell,  Novell  may  need  them  even 
more,  to  provide  the  critical  comput- 
ing mass  and  support  that  interested 
observers  like  Brad  Bertoch,  of  Salt 
Lake  City's  high-tech  investment-ori- 
ented Wayne  Brown  Institute,  believe 
are  necessary  "for  Noorda's  business 
to  survive  and  succeed  in  Utah." 

Ray  Noorda  seems  to  be  prepar- 
ing himself  and  his  company  for  a  Lat- 
ter-day Saints-style  "Blood  Atonement" 
confrontation  between  Novell's  alliance, 
of  computing  openness  and  Microsoft's 
model  of  proprietary  control.  It  is  thei 
kind  of  Armageddon  that  has  lit  the 
eyes  of  generations  of  Mormon  preach- 
ers, and  the  kind  of  fight  that  any  LaH 
ter-day  Saint  worth  his  or  her  siilt— 
or  silicon — will  move  heaven  and  earth 
to  win. 
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In  the  mid-1960s,  neither  the  Univej 
sit y  of  Utah  in  Salt  Lake  City  nor  I 
archrival  Brigham  Young  University  I 
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Provo  had  computer  science  depart- 
ments. But  computing,  so  the  nation- 
al magazines  said,  seemed  to  be  the 
coming  technology.  In  1966,  the  U  of 
U  stole  a  march  on  BYU  by  asking  a 
computer  professor  from  the  Univer- 
sity of  California  at  Berkeley,  David 
Evans,  to  join  the  faculty. 

In  those  days,  there  were  only  two 
kinds  of  people:  those  who  came  from 
Utah  and  those  who  had  to  ask  where 
Utah  was.  Evans,  fortunately,  was 
among  the  former,  a  Mormon  elder 
who  had  come  originally  from  the 
Wasatch  Front  and  was  looking  for  a 
way  back. 

A  specialist  in  the  then-esoteric  field 
of  computer  graphics,  Evans  was  con- 
centrating on  the  creation  of  realistic 
computer  images.  He  was  returning  to 
a  campus  that  was  about  as  avant-garde 
an  island  as  you  could  find  in  strait- 
laced,  down-to-earth  Utah.  At  least  U 
of  U  snack  bars  served  coffee,  which 
was  not  always  an  easy  stimulant  to 
find  in  Mormon-dominated  Salt  Lake 
City.  Computer  graphics  was  in  its 
infancy,  and  millions  of  computer  oper- 
ations were  necessary  for  even  the  most 
rudimentary  two-dimensional  display. 
Evans  quickly  attracted  to  U  of  U 
aHc  a  cadre  of  extraordinarily  bright  and 
A  independent  graduate  students,  a  future 
neel  who's  who  of  computer  visionaries, 
cUl  many  of  whom  would  go  on  to  form 
iput  the  aristocracy  of  computer  graphics. 
'tffe  This  group  included  James  Clark,  the 
f  Sal  founder  of  Silicon  Graphics;  Nolan 
no"  Bushnell  of  Atari  and  Go;  Alan  Ash- 
*  on  of  WordPerfect;  Ed  Catmull  of 
isinei  5ixar;  Alan  Kay  of  Apple;  and  John 
Warnock  of  Adobe. 

The  U  of  U  was  a  perfect  place  for 
ynergy.  It  was  the  kind  of  school  with 
ew  social  or  political  walls  between 
illiaiuttepartments,  which  encouraged  com- 
puter scientists,  engineers  and  re- 
us >b  earchers  from>the  medical  school  to 
:ollaborate. 

Research  money  was  not  a  prob- 
my  La  em  at  the  U  of  U.  The  U.S.  Depart  - 
sali   nent  of  Defense  had  grown  very  inter- 
ideal  :sted  in  the  possible  military  uses  of 
>mputer  graphics,  and  the  U  of  U 
omputer  sciences  department  had 
Ktremely  cordial  relations  with  the 
entagon's       Defense       Advanced 
Research  Projects  Agency. 
One  of  David  Evans'  first  recruits, 
young  computer  scientist  from  Har- 


Li 


vard  University,  Ivan  Sutherland,  had 
served  briefly  as  DARPA's  director. 
Sutherland,  whose  thesis,  "Sketchpad," 
was  considered  one  of  the  most  impor- 
tant and  influential  breakthroughs  in 
computer-aided  design,  had  at  first 
been  reluctant  to  come  to  Utah.  Soon, 
however,  he  and  Evans  developed  an 
idea  for  starting  a  company  to  pro- 
duce a  graphics-dedicated  computer, 
but  the  question  of  where  to  locate  it 
had  stymied  them.  Sutherland  told 

To  this  day, 
BYU  seems  far 
more  of  the  1950s 
than  the  1990s.  Short  hair, 
dark  suits  and  polite 
conversational  replies  all 
give  BYU  a  kind  of 
clumsy  courtliness  and  an 
aura  of  serenity  that  is 
sometimes  mistaken  for 
passivity,  but  which  belies 
the  fierce  drive  lying  close 
to  the  LDS  surface. 

Evans  that  a  position  at  Harvard  could 
be  -arranged,  and  Evans  told  Suther- 
land that  he  could  get  him  a  job  at 
the  U  of  U.  Evans,  a  devout  Mormon, 
decided  that  leaving  the  promised  land 
was  simply  impossible.  In  1968  the 
company,  which  would  be  called  Evans 
&  Sutherland,  was  founded  in  Utah. 
At  many  universities,  spending  too 
much  time  away  from  campus  working 
on  private  business  is  considered  bad 
form.  At  Utah,  however,  it  is  almost 
de  rigueur.  While  Evans  &  Sutherland 
Inc.  was  beginning  operations  on  the 
U  of  U  campus,  the  students  of  both 
Evans  and  Sutherland  were  going  off 
in  dozens  of  different,  loosely  policed 
and  ultimately  significant  directions. 

Perfect  Words 

One  of  those  directions  was  50  miles 
or  so  south  of  Salt  Lake  City  to  Provo. 
There,  in  1972,  Brigham  Young  Uni- 


versity brought  in  Alan  Ashton,  a 
young  Evans  protege,  as  one  of  its 
four-year-old  computer  department's 
mainstays.  Unlike  some  of  Evans'  other 
students,  Ashton  was  happy  to  remain 
steeped  in  mainstream  Mormon  cul- 
ture, the  propagation  of  which  was 
BYU's  raison  d'etre. 

BYU's  Provo  campus,  situated  in 
the  lee  of  the  Wasatch  Range,  also 
seemed  sheltered  from  the  more  trou- 
bling blasts  of  West  Coast  culture.  To 
this  day,  BYU  seems  like  a  place  far 
more  in  the  1950s  than  the  1990s. 
Short  hair,  dark  suits  and  polite  con- 
versational replies  all  give  BYU  a  kind 
of  clumsy  courtliness  and  an  aura  of 
serenity  that  is  sometimes  mistaken  for 
passivity,  but  which  belies  the  fierce 
drive  lying  close  to  the  LDS  surface. 
One  clue  was  the  BYU  sports  program. 
Only  a  very  short  time  after  BYU 
decided  to  be  a  major  contender  in 
collegiate  sports,  its  football  and  bas- 
ketball teams  were  near-permanent  res- 
idents of  the  top-20  lists. 

That  same  drive  was  evident  in  the 
new  computer  sciences  department. 
Mormon  kids,  for  all  the  gibes  about 
the  Latter-day  Saints'  lack  of  cre- 
ativity, took  to  computing  with 
alacrity.  Graduates  with  degrees  in 
computer  science  and  electrical  engi- 
neering were  soon  pouring  out  of 
BYU — but  pouring  where?  With  few 
indigenous  jobs  available  in  the  mid- 
1970s,  skilled  programmers  and  tech- 
nicians became  one  of  Utah's  most 
important  exports.  This  seemed  a 
shame  to  many  Mormons,  who,  like 
Noorda,  suspected  that  "the  church 
wants  them  all  to  stay,  keep  them 
here  to  talk  to  them." 

BYU  faculty  members  found  them- 
selves in  the  same  position  as  so  many 
of  their  Valley  brethren.  The  univer- 
sity's salary  scale  was,  like  that  of  the 
state  as  a  whole,  typically  modest.  As 
additional  pressures,  Mormons  had 
large  families  and  were  required  to 
tithe  to  the  LDS  Church.  As  Brad 
Bertoch  suggests,  "They  all  needed 
something  on  the  side  to  make 
money." 

Business  savvy  did  not  necessarily 
go  hand  in  hand  with  business  ambi- 
tion. On  the  dark  side  of  the  Mor- 
mon force  was  a  very  high  incidence 
of  bankruptcy  and  a  propensity  to  get 
caught  up  in  the  kinds  of  get-rich- 
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quick  schemes  and  land  frauds  that 
other,  less  sheltered  cultures  might 
avoid. 

The  BYU  computer  sciences  facul- 
ty was  far  from  immune  to  the 
Mormon  entrepreneurial  bug.  In  the 
early  1980s,  a  joke  making  the  rounds 
at  BYU  suggested  that  when  the  com- 
puter sciences  department  met,  it  was 
really  a  gathering  of  the  Provo-Orem 
young  business  presidents  club.  Had 
there  been  such  a  club,  its  chairman 
by  default  would  have  been  Alan 
Ashton. 

Since  moving  from  U  of  U  as  a 
graduate  student  to  BYU  as  a  profes- 
sor in  1972,  Ashton  had  made  a  rep- 
utation for  scholarship  in  the  comput- 
er analysis  of  music.  In  the  late  1970s, 
Ashton  turned  his  considerable  intel- 
ligence to  supplementing  his  income 
to  help  support  his  rapidly  growing 
family.  Ashton  was  well  known  at  BYU 
for  having  hooked  up  an  organ  to  a 
computer  in  order  to  analyze  the  lin- 
ear structure  of  music,  and  one  of  the 
by-products  of  his  research  was  the 
realization  that  the  data  structure  he 
had  developed  might  have  other  uses 
as  well — such  as  for  a  word-process- 
ing system.  Ashton  approached  Bruce 
Bastian,  one  of  his  promising  gradu- 
ate students,  with  the  idea.  Bastian,  a 
member  of  the  BYU  marching  band 
who  was  working  on  a  program  to 
choreograph  the  moves  of  the  band 
around  a  football  field,  responded 
enthusiastically.  The  two  began  work- 
ing on  a  word-processing  program  for 
a  Data  General  computer  that  was 
later  developed  for  the  newly  intro- 
duced personal  computers.  In  1978  they 
named  their  company  Satellite  Soft- 
ware International  and  called  the  pro- 
gram WordPerfect. 

Working  out  of  the  basement  of 
the  Orem  City  Center,  a  space  they 
had  bartered  by  agreeing  to  put  their 
program  on  the  town's  computer,  Ash- 
ton and  Bastian  gradually  ported 
WordPerfect  to  the  Apple  and  the 
new  IBM  PC.  Selling  the  program 
turned  out  to  be  no  problem,  but  deal- 
ing with  the  business  end  did.  Lack- 
ing practical  business  experience,  Ash- 
ton and  Bastian  hired  a  BYU  psy- 
chology graduate  named  Pete  Peter- 
son to  keep  the  books.  As  yet,  how- 
ever, there  were  no  books.  Nor  were 
there    business    licenses,    financial 


records  or  corporate  minutes.  "They 
had  every  problem  imaginable,"  Peter- 
son later  wrote,  admitting  that  he  had 
initially  quit  in  disgust  before  relent- 
ing and  receiving  a  0.2-percent  share 
in  the  company  to  Ashton's  and  Bas- 
tian's  49.9  percent  each.  The  Word- 
Perfect software  quickly  became  an 
underground  favorite.  In  1982.  the 
company  had  18  employees  and  made 
$1  million.  Ashton  and  Bastian  were 
thrilled,  since  all  they  had  really  want- 


Separated  at  Birth? 

A  century  and  a  half  after  Brigham 
Young  protected  his  flock  from  a 
hostile  world  by  creating  a  pio- 
neering telegraph  system  that  net- 
worked Mormons  dispersed 
throughout  Utah.  Ray  Noorda  is 
no  less  zealous  (though  far  more 
secular)  in  his  determination  to 
make  Novell  the  industry  leader  in 
networking  software. 


ed  to  do,  it  is  said,  was  to  make  an 
extra  $5,000  a  month  to  supplement 
their  academic  stipends. 

In  1984,  Ashton  and  Bastian,  with 
seemingly  perfect  timing,  got  their  big 
break.  Until  then,  the  word-process- 
ing giant  had  been  Wordstar,  pro- 
duced by  Micro  Pro.  But  in  another 
of  those  inexplicable  corporate  fail- 
ures, Micro  Pro  decided  to  abandon 
Wordstar  for  a  totally  new  program, 
Wordstar  2000.  WordPerfect  helped 
turn  the  ensuing  customer  confusion 
to  their  advantage  by  releasing  a  book 
called  Wordstar  Survivor's  Guide  to 
WordPerfect.  At  just  about  the  time 
that  Wordstar  was  stumbling,  the 
WordPerfect  program  received  a  glow- 
ing review  in  Infoworld  and  took  off. 
Sales  in  1984  were  $29  million,  and 
in  1986  $52.2  million.  In  1986,  to 
avoid  being  confused  with  any  of 
Utah's  growing  aerospace  contractors, 
the  company  took  the  name  of  its 


product. 

Despite  the  financial  success,  Word- 
Perfect Corp.  continued  to  be  run  like 
a  startup.  Facilities  were  scattered  all 
over  Orem  and,  according  to  one  early 
employee,  "our  first  desks  were  com- 
puter boxes  with  doors  over  them." 
There  were  reports  that  Peterson  insist- 
ed on  a  positive  cash  flow  because  he 
didn't  understand  such  niceties  of 
financial  transactions  as  securing  a  line 
of  credit  at  a  bank. 

Much  more  likely,  the  strict  Mor- 
mon founders  were  simply  running 
WordPerfect  along  good  Latter-day 
Saint  lines.  This  meant,  for  one  thing, 
minimizing  debt.  Therefore,  the  com- 
pany only  expanded  as  cash  on  hand 
allowed.  Ashton  explains  the  philoso- 
phy simply:  "We've  been  very  con- 
servative about  not  wanting  to  go  into 
debt."  Patience  was  such  a  virtue  that 
even  when  the  company  began  to  build 
a  new  headquarters  in  the  shadow  of 
Mt.  Timpanogos,  construction  came  to 
a  halt  whenever  there  was  no  money 
in  the  bank. 

Other  basic  tenets  of  Mormonism 
were  followed.  The  absence  of  liquor 
in  hospitality  suites  at  conferences  gave 
WordPerfect  an  endearingly  stodgy 
image.  Perhaps  less  endearing  was  that 
control  of  the  company  was  kept  in- 
house  and  along  strict  patriarchal  lines. 
In  1987,  when  the  company's  sales 
neared  $10  million  a  month,  potential 
underwriters  approached  WP  about 
going  public,  but  all  offers  were 
rebuffed.  According  to  Peterson,' 
investors  need  not  apply  because  of| 
fears  about  the  direction  shareholders 
might  want  to  take  the  company.  Ash- 
ton put  it  another  way:  "Freedom  Is 
controlling  our  own  destiny." 

WordPerfect  was  very  much  Mor- 
mon Elysium.  Ashton,  graying  into  the 
beloved  company  patriarch,  played  ten- 
nis with  employees  at  5:30  in  the  morn- 
ing and  bragged  about  how  the  com 
pany's  "clean  work  environment  add 
to  health  and  vitality."  Drinking  anc 
drug  use  were,  of  course,  unheard  d 
or  at  least  unspoken  about,  and  cijd 
rettes  were  banished  from  the  well 
stocked  company  cafe.  Workers  wei 
allowed  access  to  the  extensive  ath 
letic  facilities,  programmers  were  givJ 
offices  with  windows  lacing  the  inspil 
ing  granite   lace  of  Mt.  Timpanoga 
and  numerous  high  chairs  lined  th< 
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"Uh-Oh . . ."  Donna,  Accounting 


"What  The . . ."  Dan,  Drafting 


"Hey!"   Todd,  Shipping 


"Whoa!"  Jan,  Production 


THE   ENTIRE 

OFFICE   UJENT   INTO 

SHOCK 

WHEN   FOUR 

MRJOR 

PROJECTS 

WERE 

SUDDENLY   PUT 

ON 

HOLD. 

Management  still  refers  to  it  as 
Black  Friday."  The  morning  that  every 
ieat(j(    omputer  screen  in  the  entire  office 
uddenly  went  blank.  And  as  hundreds 
if  hours  of  manpower  were  lost  in  the 
•link  of  an  eye,  they  kicked  themselves 
>r  not  having  the  foresight  to  buy  a 
owerware®  System  from  Exide  Electronics. 


While  today's  computer  networks  are 
more  reliable  than  ever,  the  source  of 
their  energy  isn't.  Utility  power  is  riddled 
with  surges,  sags,  and  other  irregularities 
that  can  cripple  a  network  in  no  time  flat. 

A  Powerware  System  is  designed  to 
ward  off  these  potential  catastrophes 
by  conditioning  the  power  before  it  is 
ever  fed  into  the  CPU.  And  should  a 
power  outage  ever  threaten  your  bottom 
line,  the  Powerware  System  is  on  the  job 
with  the  most  reliable  backup  power  in 
the  industry  today,  for  systems  ranging 
from  a  single  PC  to  the  largest  mainframes 
and  networks. 

Best  of  all,  as  nine  out  of  ten 


computer  manufacturers  will  tell  you, 
every  Powerware  System  comes  with  the 
invaluable  service  of  the  world's  most 
knowledgeable  power  consultants.  An 
entire  team  devoted  solely  to  the  purpose 
of  keeping  your  network  up  and  ainning 
even  in  the  most  adverse  conditions. 

Call  or  fax  us  toll  free  to  find 
out  more  about  Powerware  Systems  from 
Exide  Electronics.  Because  "Black  Friday" 
is  no  company  picnic. 


Call  1-800-554-3448  Ext.  522  or 
Fax:  1-800-75-EXIDE 


EXIDE  -ELECTRONICS 

Helping  You  Stay  In  Power" 


Mormons 


eating  areas,  making  it  easy,  says  one 
WP  executive,  "for  spouses  to  bring 
kids  up  for  lunch." 

Ashton  was  determined  not  to  have 
his  employees  fall  into  what  might  be 
called  the  Macintosh  development  syn- 
drome: the  tendency,  as  a  product 
release  date  approached,  to  jam  day 
and  night  until  either  the  project  was 
finished  or  the  programmers  were  car- 
ried out  by  the  Thorazine  patrol.  In 
late  1990,  during  the  production  of 
WordPerfect  for  the  Macintosh,  for 
instance,  Ashton  stepped  in  one  Sun- 
day and  ordered  the  team  to  go  home 
to  their  families.  The  Mac  develop- 
ment was  a  big  deal  for  WP,  which 
was  hoping  its  introduction  would  push 
the  company  over  the  $100  million 
mark.  Trips  to  Hawaii  for  the  entire 
company  were  promised  for  meeting 
the  goal.  So  concerned  was  Ashton 
over  the  toll  the  project  was  taking 
that,  for  the  first  time  in  company  his- 
tory, a  release  date  was  canceled.  "We 
want  them  to  work  wisely  and  hard," 
he  says  about  the  current  work  force 
of  2,300  employees.  "If  they  spend  too 
much  time  on  something,  they  can 
burn  out." 

Hard  work  will  take  you  only  so 
far,  and  by  1990  trouble  was  brewing 
in  paradise.  Part  of  the  problem  was 
that  WordPerfect  had  done  too  good 
a  job.  Sales  that  year  were  $452  mil- 
lion, and  over  6  million  users — 70  per- 
cent of  the  DOS  market — were  using 
the  word-processing  system.  By  doing 
well,  WordPerfect  had  attracted  the 
attention  of  Microsoft  and  IBM.  In 
October  1990,  Bastian  angrily  com- 
plained to  an  interviewer  that 
Microsoft  and  IBM  were  trying  to  hold 
WP  back. 

What  Bastian  was  complaining 
about  was  a  phone  call  from  an  IBM 
vice-president  to  Ashton  warning  him 
to  back  off  development  of  the  multi- 
application  WordPerfect  Office  Sys- 
tem because  it  threatened  a  product 
IBM  was  offering.  Microsoft,  accord- 
ing to  Bastian,  had  produced  its  own 
word-processing  and  spreadsheet  pro- 
grams for  its  new  Windows  3.0 
release,  while  keeping  WordPerfect 
and  other  applications  developers  in 
the  dark. 

Such  was  life  in  the  big  leagues, 
but  which  league  WordPerfect  wanted 
to  play  in  was  still  in  question.  Some 


suggested  that  rather  than  having  been 
caught  by  surprise  by  Windows,  Word- 
Perfect had  actually  been  approached 
by  Microsoft  and  turned  it  down. 
According  to  Brad  Bertoch,  "Microsoft 
sat  in  a  room  with  Pete  Peterson  and 
told  him  they  wanted  WordPerfect. 
Peterson  said  Windows  was  just  a  fad.^' 
Without  a  doubt,  WordPerfect  was 
lagging  in  the  window-graphical-user 
interface  arena  made  popular  initially 
by  the  Macintosh.  Analysts  pointed  out 

Though  Serius  is 
not  slated  to  turn  a 
profit  until  late 
next  year,  the  early 
achievements  of  Joe 
Firmage  and  his  company 
have  begun  to  answer 
some  of  the  objections  peo- 
ple have  long  been  raising 
to  the  notion  of  the 
Wasatch  Front  as  a  self- 
sustaining  high-tech  area. 

that,  unlike  virtually  any  other  suc- 
cessful software  company,  WordPer- 
fect was  still  a  one-product  company. 
This,  they  suggested,  made  the  com- 
pany extremely  vulnerable  to  a  suc- 
cessful challenge  just  like  the  one  that 
had  unseated  Wordstar  and  brought 
WordPerfect  to  the  fore  in  the  first 
place. 

Whatever  the  case,  with  the  release 
of  Windows,  WordPerfect's  rocketing 
sales  began  to  slow.  WordPerfect  for 
Windows  sold  well — more  than  1  mil- 
lion copies — but  this  accounted  for  only 
30  percent  of  the  explosive  Windows 
market.  Even  worse,  management 
seemed  unsure  about  how  to  respond 
to  the  popularity  of  graphical  inter- 
face-based Windows. 

Indecision  reached  the  highest 
levels  of  the  company.  Ashton  and 
Bastian  reportedly  wanted  to  reorga- 
nize the  company,  make  alliances, 
change  the  distribution  channels  and 
even  (gasp!)  go  public.  Peterson  clung 


to  the  belief  that  WordPerfect  could 
recapture  its  share  of  the  market  by 
simply  improving  its  customer  service. 
But  WP's  customer  support  was 
already  the  best  in  the  industry,  and 
other  companies  were  beginning  to 
catch  up.  Something  drastic  needed  to 
be  done. 

When  the  dust  had  settled,  in 
March  1992,  Peterson  was  out  both  as 
executive  vice-president  and  as  a  mem- 
ber of  the  WordPerfect  board.  Offi- 
cially he  had  resigned  "to  investigate 
other  activities."  Unofficially,  the  word 
was  that  Peterson's  grim  "Mormon 
Angel"  style  had  eroded  his  support 
among  the  company's  not  quite  so 
"word  perfect"  Mormon  executives.  A 
more  secular  view  was  that  Peterson 
represented  the  old  insular  way  of 
doing  business,  what  Salt  Lake  City 
writer  Jennifer  Johnson  referred  to  as 
"a  more  pristine  and  less  aggressive 
marketing  stance." 

In  the  wake  of  Peterson's  depar- 
ture, WordPerfect  seemed  to  be 
trying  to  shake  itself  out  of  its  com- 
placency. For  the  first  time  it  began 
using  other  companies'  products  as  a 
part  of  its  package,  including  fonts 
from  Adobe.  It  also  brought  itself 
under  the  Novell  umbrella,  utilizing 
its  Utah  cousin's  product  technical- 
support  and  educational  centers.  A 
startling  financial  reorganization  was 
even  begun  to  prepare  WP  for  going 
public. 

"Going  public..."  Ashton  muses 
from  a  leather  armchair  in  his  lush, 
comfortable  office.  "At  some  point  in 
the  future.  There's  not  a  need  now. 
We're  in  good  shape." 

One  senses  that  Ashton,  courtly, 
friendly  and  proud  of  the  family  pho- 
tograph over  the  couch  portraying 
his  wife  and  himself  with  their  12 
children,  the  president  of  a  compa- 
ny that  has  never  taken  out  a  bank 
loan,  seems  as  if  he  really  would  not 
mind  going  back  to  BYU,  which  he 
left  reluctantly  when  WP  began  talfl 
ing  up  too  much  of  his  time.  But  the 
world  remains  very  much  with  him 
and  his  company.  Every  time  Ash 
ton  leaves  the  cocoonlike  environ- 
ment of  WordPerfect,  he  must  drive 
by  the  huge  house  Pete  Peterson 
built  next  door  and  which  now  standi 
like  a  warning  to  those  who  missed 
the  portents. 
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Global  computing. 


What  you  need  today  i 


Somehow  the  word  "foreign"  seems  foreign 
these  days.  The  world  is  smaller,  so  people  are 
thinking  bigger,  beyond  borders. 

Yet  cultures  will  always  be  different,  and  that's 
the  paradox  of  international  business — the  need  to 
be  global  and  local  at  the  same  time. 

At  IBM  we're  old  hands  at  it,  and  much  of 
what  we've  learned  can  really  help  you. 

Being  local.  We  do  business  in  over  130  coun- 
tries, and  our  offices  are  staffed  and  run  by  people 
who  were  born  there.  IBM  Brazil  is  Brazilian,  IBM 
Italy  is  Italian.  So  they  understand  not  just  your 
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an  international  business  machine. 


technical  needs,  but  your  marketplace  and,  most 
likely,  your  industry.  Which  can  help  you  avoid  costly 
(and  sometimes  embarrassing)  mistakes.  Also,  we 
build  things  near  your  locations  and  customized  for 
them.  So  your  software  in  Taiwan  speaks  Chinese, 
and  your  cash  drawers  in  France  will  fit  franc  notes. 

Being  global.  Of  course,  your  global  opera- 
tions can't  be  islands,  vou  have  to  manage  the  whole, 
and  well  help  you  do  it.  Our  branches  may  be  local, 
but  thev're  all  on  the  same  team,  and  they'll  support 
you  in  a  consistent  way  no  matter  when  vou  go. 

For  example,  Woolworth,  Burger  'ving™  and 


3M™  use  our  Selected  International  Account  pro- 
gram. It  helps  them  bridge  cultural,  legal  and  tech- 
nical differences  by  providing  a  single  point  of  con-  . 
tact  that  aligns  IBM's  worldwide  presence  with  theirs  J 

We  can  also  help  you  communicate,  whether 
you  have  your  own  global  network  or  hook  into  ours 
The  IBM  Information  Network  makes  it  easier  to 
connect  more  than  90  countries  for  electronic  mail. 
EDI  and  more.  You  can  even  pay  in  one  currency. 

To  learn  more,  call  our         zs rz:  ZZ ■"■ 

International  Marketing  Informa-   Z    zz:   ___ 
tion  Desk  at  1  800  IBM-1774.         ====  7  ' 
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"Do  you  want  to  spend  the  rest  of  your 
life  selling  sugar  water,  or  do  you  want 
a  chance  to  change  the  world?"  That 
was  the  question  put  to  John  Sculley 
by  Steve  Jobs  10  years  ago  during  a 
critical  moment  when  the  Apple  Com- 
puter founder  was  trying  to  persuade 
Sculley  to  leave  Pepsico  and  join 
Apple.  Sculley  couldn't  answer  the 
question  right  away,  and  who  could 
blame  him?  Manhattan-raised,  Brown 
University-  and  Wharton-educated,  the 
then  43-year-old  Sculley  had  proven  to 
be  remarkably  adept  at  ascending  the 
traditional  East  Coast  corporate  lad- 
der. He  was  already  Pepsico's  presi- 
dent, and  chairman  Don  Kendall  was 
grooming  him  to  become  the  new  CEO. 
Why  bet  the  whole  career  on  a  flaky 
California  computer  company? 

But  that's  exactly  what  Sculley  did. 
Changing  the  world  hasn't  been  so 
easy,  least  of  all  at  Apple.  When  the 
Macintosh  computer  got  off  to  a  slow 
start,  Sculley  and  Jobs  began  bicker- 
ing. The  solution — opening  up  the  Mac 
to  third-party  hardware  developers — 
was  soon  enacted  and  the  Mac  went 
on  to  become  a  huge  hit.  But  the  Scul- 
ley-Jobs  relationship  had  deteriorated 
beyond  repair.  In  1985  Sculley  ousted 
the  mercurial  Jobs  and  replaced  him 
as  Apple's  chairman. 

Many  in  the  computer  industry 
never  forgave  outsider  Sculley  for 
knocking  off  Apple's  legendary 
founder.  Sculley,  an  unusually  sensi- 
tive man  for  a  corporate  chief,  now 
admits  he  overreacted  to  his  critics. 
During  the  late  1980s  his  management 
style  became  overly  passive,  and  Apple 


At  first,  people 
said,  What 
John  really  wants 
are  just  summaries 
of  what  we're  doing. 
People  quickly 
discovered  that  I 
expected  them  to  be 
in  at  7  a.m.  every 
day,  sitting  down 
and  going  in-depth 
on  technology.  I 
wanted  to  know 
everything,  not  just 
top-line  summaries. 


began  to  drift  as  a  result.  Development 
lagged.  Bad  products  like  the  portable 
Mac  bombed  in  the  market.  Worse, 
Apple's  share  of  the  personal  computer 
market  slipped  to  below  10  percent. 

Sculley  responded  to  the  crisis  in 
February  1990  by  naming  himself  chief 
technology  officer.  He  also  began  to 
clean  house  in  Apple's  upper  man- 
agement ranks.  Criticism  in  the  indus- 
try again  was  fierce.  "People  thought 
I  had  gone  mad, "  Sculley  admits  today. 

He  has  earned  the  last  laugh. 
Apple's  profits  are  up.  The  Powerbook 
notebook  computers  have  become  the 
rage  of  the  industry,  pulling  in  more 
than  $1  billion  in  sales  during  their 
first  year.  Other  potential  hit  products, 
like  the  Newton  personal  digital  assis- 
tant, await  release  early  in  1993. 

Sculley  reflected  on  his  Apple  career 
when  we  caught  up  with  him  recently. 
During  several  hours  of  conversation 
at  Apple's  headquarters  in  Cupertino, 
Calif,  and  aboard  Sculley' s  seven-pas- 
senger Learjet  enroute  to  Washington, 
D.C.,  from  New  York  City,  the  one- 
time soft  drink  executive  spoke  freely 
of  Apple's  success,  the  challenges 
ahead,  the  new  opportunities  afforded 
by  wireless  communications,  the  prob- 
lem with  traditional  CEOs,  and  why  as 
a  lifelong  Republican  he  supported  Bill 
Clinton. 

ASAP:  You've  had  more  than  your  share 
of  bad  press.  Does  it  bother  you? 
SCULLEY:  It  has  to  bother  you  to  some 
degree.  The  stuff  that  bothers  me  the 
most  is  when  I  really  think  I've  screwed 
up.  I  felt  badly  during  the  late  1980s.  I 
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eating  areas,  making  it  easy,  says  one 
WP  executive,  "for  spouses  to  bring 
kids  up  for  lunch." 

Ashton  was  determined  not  to  have 
his  employees  fall  into  what  might  be 
called  the  Macintosh  development  syn- 
drome: the  tendency,  as  a  product 
release  date  approached,  to  jam  day 
and  night  until  either  the  project  was 
finished  or  the  programmers  were  car- 
ried out  by  the  Thorazine  patrol.  In 
late  1990,  during  the  production  of 
WordPerfect  for  the  Macintosh,  for 
instance,  Ashton  stepped  in  one  Sun- 
day and  ordered  the  team  to  go  home 
to  their  families.  The  Mac  develop- 
ment was  a  big  deal  for  WP,  which 
was  hoping  its  introduction  would  push 
the  company  over  the  $100  million 
mark.  Trips  to  Hawaii  for  the  entire 
company  were  promised  for  meeting 
the  goal.  So  concerned  was  Ashton 
over  the  toll  the  project  was  taking 
that,  for  the  first  time  in  company  his- 
tory, a  release  date  was  canceled.  "We 
want  them  to  work  wisely  and  hard," 
he  says  about  the  current  work  force 
of  2,300  employees.  "If  they  spend  too 
much  time  on  something,  they  can 
burn  out." 

Hard  work  will  take  you  only  so 
far,  and  by  1990  trouble  was  brewing 
in  paradise.  Part  of  the  problem  was 
that  WordPerfect  had  done  too  good 
a  job.  Sales  that  year  were  $452  mil- 
lion, and  over  6  million  users — 70  per- 
cent of  the  DOS  market — were  using 
the  word-processing  system.  By  doing 
well,  WordPerfect  had  attracted  the 
attention  of  Microsoft  and  IBM.  In 
October  1990,  Bastian  angrily  com- 
plained to  an  interviewer  that 
Microsoft  and  IBM  were  trying  to  hold 
WP  back. 

What  Bastian  was  complaining 
about  was  a  phone  call  from  an  IBM 
vice-president  to  Ashton  warning  him 
to  back  off  development  of  the  multi- 
application  WordPerfect  Office  Sys- 
tem because  it  threatened  a  product 
IBM  was  offering.  Microsoft,  accord- 
ing to  Bastian,  had  produced  its  own 
word-processing  and  spreadsheet  pro- 
grams for  its  new  Windows  3.0 
release,  while  keeping  WordPerfect 
and  other  applications  developers  in 
the  dark. 

Such  was  life  in  the  big  leagues, 
but  which  league  WordPerfect  wanted 
to  play  in  was  still  in  question.  Some 


suggested  that  rather  than  having  been 
caught  by  surprise  by  Windows,  Word- 
Perfect had  actually  been  approached 
by  Microsoft  and  turned  it  down. 
According  to  Brad  Bertoch,  "Microsoft 
sat  in  a  room  with  Pete  Peterson  and 
told  him  they  wanted  WordPerfect. 
Peterson  said  Windows  was  just  a  fad.'V 
Without  a  doubt,  WordPerfect  was 
lagging  in  the  window-graphical-user 
interface  arena  made  popular  initially 
by  the  Macintosh.  Analysts  pointed  out 

Though  Serins  is 
not  slated  to  turn  a 
profit  until  late 
next  year,  the  early 
achievements  of  Joe 
Firmage  and  his  company 
have  begun  to  answer 
some  of  the  objections  peo- 
ple have  long  been  raising 
to  the  notion  of  the 
Wasatch  Front  as  a  self- 
sustaining  high-tech  area. 

that,  unlike  virtually  any  other  suc- 
cessful software  company,  WordPer- 
fect was  still  a  one-product  company. 
This,  they  suggested,  made  the  com- 
pany extremely  vulnerable  to  a  suc- 
cessful challenge  just  like  the  one  that 
had  unseated  Wordstar  and  brought 
WordPerfect  to  the  fore  in  the  first 
place. 

Whatever  the  case,  with  the  release 
of  Windows,  WordPerfect's  rocketing 
sales  began  to  slow.  WordPerfect  for 
Windows  sold  well — more  than  1  mil- 
lion copies — but  this  accounted  for  only 
30  percent  of  the  explosive  Windows 
market.  Even  worse,  management 
seemed  unsure  about  how  to  respond 
to  the  popularity  of  graphical  inter- 
face-based Windows. 

Indecision  reached  the  highest 
levels  of  the  company.  Ashton  and 
Bastian  reportedly  wanted  to  reorga- 
nize the  company,  make  alliances, 
change  the  distribution  channels  and 
even  (gasp!)  go  public.  Peterson  clung 


to  the  belief  that  WordPerfect  could 
recapture  its  share  of  the  market  by 
simply  improving  its  customer  service. 
But  WP's  customer  support  was 
already  the  best  in  the  industry,  and 
other  companies  were  beginning  to 
catch  up.  Something  drastic  needed  to 
be  done. 

When  the  dust  had  settled,  in 
March  1992,  Peterson  was  out  both  as 
executive  vice-president  and  as  a  mem- 
ber of  the  WordPerfect  board.  Offi- 
cially he  had  resigned  "to  investigate 
other  activities."  Unofficially,  the  word 
was  that  Peterson's  grim  "Mormon 
Angel"  style  had  eroded  his  support 
among  the  company's  not  quite  so 
"word  perfect"  Mormon  executives.  A 
more  secular  view  was  that  Peterson 
represented  the  old  insular  way  of 
doing  business,  what  Salt  Lake  City 
writer  Jennifer  Johnson  referred  to  as 
"a  more  pristine  and  less  aggressive 
marketing  stance." 

In  the  wake  of  Peterson's  depar- 
ture, WordPerfect  seemed  to  be 
trying  to  shake  itself  out  of  its  com- 
placency. For  the  first  time  it  began 
using  other  companies'  products  as  a 
part  of  its  package,  including  fonts 
from  Adobe.  It  also  brought  itself 
under  the  Novell  umbrella,  utilizing 
its  Utah  cousin's  product  technical- 
support  and  educational  centers.  A 
startling  financial  reorganization  was 
even  begun  to  prepare  WP  for  going 
public. 

"Going  public..."  Ashton  muses 
from  a  leather  armchair  in  his  lush, 
comfortable  office.  "At  some  point  in 
the  future.  There's  not  a  need  now. 
We're  in  good  shape." 

One  senses  that  Ashton,  courtly, 
friendly  and  proud  of  the  family  pho- 
tograph over  the  couch  portraying 
his  wife  and  himself  with  their  12 
children,  the  president  of  a  compa- 
ny that  has  never  taken  out  a  barfk 
loan,  seems  as  if  he  really  would  not 
mind  going  back  to  BYU,  which  he 
left  reluctantly  when  WP  began  tak- 
ing up  too  much  of  his  time.  But  the 
world  remains  very  much  with  him 
and  his  company.  Every  time  Ash 
ton  leaves  the  cocoonlike  environ 
ment  of  WordPerfect,  he  must  drive 
by  the  huge  house  Pete  Petersoi 
built  next  door  and  which  now  standi 
like  a  warning  to  those  who  misseJ 
the  portents. 
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A  Serious  Young  Man 
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The  portents  of  change  seem  evident 
in  Joe  Firmage.  Firmage  is  about  as 
close  as  Salt  Lake  City  gets  to  the  Sil- 
icon Valley  eclat.  A  21 -year-old  wun- 
derkind  with  an  expensive  foreign  car 
and  a  stint  with  George  Lucas'  Indus- 
trial Light  &  Magic  on  his  resume,  Fir- 
mage's  three-and-a-half-year-old,  44- 
employee  Serius  Corp.  has  already 
received  more  than  $7  million  from 
venture  capitalists  and  profiles  in  the 
New  York  Times. 

He  can  reel  off  the  names  of  high- 
toned  East  Coast  money  funds  that 
have  put  money  into  his  project.  "Joe 
Firmage  is  very  much  a  sign  of  what 
technology  is  going  to  be  like  in  the 
Valley,"  Jennifer  Johnson  says. 

This  is  not  necessarily  a  prediction 
that  brings  joy  to  orthodox  Latter-day 
Saints.  Firmage  comes  from  a  family 
that,  he  admits,  "has  grown  distant 
from  the  church."  Along  the  Wasatch 
Front,  the  term  Jack  Mormon  is  used 
to  describe  the  apostates  who  no 
longer  strictly  follow  the  ordinances 
of  Joseph  Smith  and  Brigham  Young. 
Perhaps  even  worse  than  being 
labeled  a  Jack  Mormon  is  the  fact 
that  Firmage's  father,  Ed,  a  well- 
known  political  activist,  was  a  liberal 
Democratic  candidate  for  Congress  in 
the  theocratically  conservative  Mor- 
mon Kingdom. 

Religion  and  politics  aside,  Firmage 
has  become  a  local  hero,  building  his 
dream  on  a  late-night  revelation  that 
came  to  him  as  a  15-year-old  Mac  wiz- 
ard who  had  spent  months  writing  a 
program  for  his  mother's  greeting  card 
business.  At  the  time,  Firmage  real- 
ized that  it  was  simply  too  hard  to 
build  programs — that  for  each  com- 
mand, no  matter  how  prosaic,  a  pro- 
grammer was  forced  to  write  a  com- 
plete line  of  code. 

Why  not  create  a  system  of  mod- 
ules that  could  act  as  interchangeable 
parts  of  a  program?  "An  assembly-line 
guy  who  puts  on  a  door  doesn't  have 
to  know  how  the  engine  works,"  Fir- 
mage explains  from  behind  the  huge 
desk  in  his  tasteful  office  in  a  small, 
modern  office  park  south  of  the  Salt 
Lake  City  Airport.  "We  need  an 
assembly-line  approach  to  software!" 
The  result  of  Firmage's  brainstorm  is 
the  Serius  Object  Library,  a  series  of 
object-oriented  icons  that  make  build- 
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ing  an  application,  according  to  the 
Serius  literature,  "as  simple  as  design- 
ing a  flow  chart." 

At  18,  an  age  when  most  kids  are 
deciding  on  a  major,  Firmage  gave  up 
a  physics  scholarship  to  the  Universi- 
ty of  Utah  to  pursue  his  dream.  If  his 
age  had  any  effect  on  his  business, 
Firmage  thinks  it  was  positive.  "Ini- 
tially, it  may  have  been  a  stumbling 
block  for  investors,"  he  says,  "but  now 
it's  definitely  a  plus,  because  the  soft- 
ware industry  is  second  only  to  enter- 
tainment in  young  people  who  have 
successes." 

Though  Serius  is  not  slated  to  turn 
a  profit  until  late  next  year,  the  early 
achievements  of  Firmage  and  his  com- 
pany have  begun  to  answer  some  of 
the  objections  people  have  long  been 
raising  to  the  notion  of  the  Wasatch 
Front  as  a  self-sustaining  high-tech 
area.  Not  only  has  Firmage  brought  in 
outside  capital,  but  he  has  also  con- 
vinced West  Coast  and  East  Coast 
executives  to  settle  somewhere  between 
Sunnyvale  and  Cambridge.  He  recent- 
ly hired  as  corporate  executive  a  for- 
mer CFO  of  Software  Publishing  and 
a  new  CEO  from  the  San  Francisco 
Bay  Area. 

Firmage's  most  meaningful  conquest 
by  far  has  been  Ray  Noorda,  who  has 
invested  money,  technical  support  and 
high  interest  in  Serius.  Firmage 
believes  that  Novell  has  helped  Serius 
overcome  the  handicap  of  being  in  an 
area  "not  connected  to  the  relation- 
ships, associations  and  joint  ventures" 
that  make  Silicon  Valley  and  Route 
128  such  highly  charged  places  to  do 
business. 

Firmage  offers  another,  much  less 
abstract  reason  why  Novell  is  so  inter- 
ested in  Serius  and  its  everyman  pro- 
gramming. "We  represent  a  shift  of 
power  away  from  canned  applications," 
Firmage  says,  raising  the  specter  of 
the  king  of  canned  apps,  Microsoft. 
"If  you  can  change  the  rules  and  pro- 
duce a  strategy  shift,"  he  says,  "then 
you  can  pull  the  rug  out  from  under 
Microsoft." 

In  Serius,  Noorda  has  been  able  to 
enlist  still  another  local  ally  in  what 
Firmage  calls  "the  life-and-death  bat- 
tle with  Microsoft" — the  struggle  that, 
when  all  is  said  and  done,  may  deter- 
mine the  ultimate  success  of  high  tech 
along  the  Wasatch  Front.  © 


GIANT  in  the  Mountain 

The  Mormon  Church  has  been  a  comput- 
ing heavyweight  since  the  early  1 960s, 
when  it  purchased  a  behemoth  card- 
punch-processing  IBM  401 .  The  401  was 
used  exclusively  for  business  applications 
until  1 964,  when  a  former  Utah  State 
chemistry  professor  named  Theodore  M. 
Burton  was  named  to  head  the  church's 
Genealogical  Society  staff  and  began 
computerizing  the  ancestral  files  stored  at 
the  Granite  Mountain  Records  Vault,  an 
underground  atomic-bomb-proof  reposito- 
ry south  of  Salt  Lake  City. 

When  the  genealogical  records 
reached  1  billion  names,  an  IBM  308 1 
mainframe  was  installed  in  a  nondescript 
brick  building  across  the  street  from  the  LDS 
Office  Building.  There,  the  names  of  mil- 
lions of  the  dead  from  around  the  world 
were  recorded  annually  on  Four-Phase 
Model  470  and  Datamark  1600  minicom- 
puters. The  system,  known  as  GIANT  (for 
Genealogical  Information  and  Names 
Tabulation),  is  used  to  "clear"  names  of 
the  dead  so  that  they  can  be  "sealed"  by 
proxy  into  the  church  and  brought  out  of 
eternal  darkness  into  the  Celestial 
Kingdom  promised  by  LDS  doctrine. 

As  the  numbers  approached  2  billion, 
the  IBM  mainframes  were  replaced  by  two 
new  computers,  a  60-MIPS  CDC  Cyber 
and  an  30-MIPS  Amdahl  served  by  dozens 
of  DEC  minicomputers.  In  the  late  1980s, 
the  decision  was  made  to  transfer  records 
onto  CD-ROMs.  Used  in  conjunction  with 
more  than  8,000  IBM  PCs  and  PC  com- 
patibles bought  by  the  church,  records 
were  made  available  to  interested 
Mormons,  or  non-Mormons  for  that  matter. 

This  decentralization  pleases  Terry  Hill, 
current  LDS  Church  manager  of  technolo- 
gy. "We  want  to  put  data  and  information 
as  close  to  the  ultimate  user  as  possible." 
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Looks  like  a  job  for  AI&T International  FAX  Service 


Miles  don't  matter  to  an  important  client. 
Or  a  demanding  customer.  Now  means  now,  in 
any  language. 

And  AT&T International  FAX Service ran  turn 
an  international  crisis,  or  any  routine  correspon- 
dence, into  a  job  well  done.  At  a  price  that  beats 
air  express  and  telex. 

Whether  you're  faxing  over  AT&T  FAXLine— 
our  newest  service,  AT&T  International  Long 
Distance  Service,  International  Business  Alterna- 
tive, PRO®  WATS,  CustomNer  Service  or  the 
MEGACOM®  Family  of  Services,  the  AT&T 
Worldwide  Intelligent  Network  makes  quick, 


clear  connections.  So  your  documents  will  arrive 
promptly  and  read  clearly.  Even  non-AT&T  users 
can  get  AT&T  quality  by  dialing  10  +  ATT  (10288) 
before  they  send  their  international  fax. 

Across  town  or  across  the  ocean,  AT&T  can  help. 
Contact  your  AT&T  Account  Executive  or  call 
1  800  222-0900  Ext.  2861  for  more  information. 

A  World  of  Help"  from  AT&T. 


AT&T 
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By    Rich    Karlgaard 


CILLEY 


"Do  you  want  to  spend  the  rest  of  your 
life  selling  sugar  water,  or  do  you  want 
a  chance  to  change  the  world?"  That 
was  the  question  put  to  John  Sculley 
by  Steve  Jobs  10  years  ago  during  a 
critical  moment  when  the  Apple  Com- 
puter founder  was  trying  to  persuade 
Sculley  to  leave  Pepsico  and  join 
Apple.  Sculley  couldn't  answer  the 
question  right  away,  and  who  could 
blame  him?  Manhattan-raised,  Brown 
University-  and  Wharton-educated,  the 
then  43-year-old  Sculley  had  proven  to 
be  remarkably  adept  at  ascending  the 
traditional  East  Coast  corporate  lad- 
der. He  was  already  Pepsico 's  presi- 
dent, and  chairman  Don  Kendall  was 
grooming  him  to  become  the  new  CEO. 
Why  bet  the  whole  career  on  a  flaky 
California  computer  company? 

But  that's  exactly  what  Sculley  did. 
Changing  the  world  hasn't  been  so 
easy,  least  of  all  at  Apple.  When  the 
Macintosh  computer  got  off  to  a  slow 
start,  Sculley  and  Jobs  began  bicker- 
ing. The  solution — opening  up  the  Mac 
to  third-party  hardware  developers — 
was  soon  enacted  and  the  Mac  went 
on  to  become  m  huge  hit.  But  the  Scul- 
ley-Jobs  relationship  had  deteriorated 
beyond  repair.  In  1985  Sculley  ousted 
the  mercurial  Jobs  and  replaced  him 
as  Apple's  chairman. 

Many  in  the  computer  industry 
never  forgave  outsider  Sculley  for 
knocking  off  Apple's  legendary 
founder.  Sculley,  an  unusually  sensi- 
tive man  for  a  corporate  chief,  now 
admits  he  overreacted  to  his  critics. 
During  the  late  1980s  his  management 
style  became  overly  passive,  and  Apple 


At  first,  people 
said,  What 
John  really  wants 
are  just  summaries 
of  what  we're  doing. 
People  quickly 
discovered  that  I 
expected  them  to  be 
in  at  7  a.m.  every 
day,  sitting  down 
and  going  in-depth 
on  technology.  I 
wanted  to  know 
everything,  not  just 
top-line  summaries. 


began  to  drift  as  a  result.  Development 
lagged.  Bad  products  like  the  portable 
Mac  bombed  in  the  market.  Worse, 
Apple's  share  of  the  personal  computer 
market  slipped  to  below  10  percent. 

Sculley  responded  to  the  crisis  in 
February  1990  by  naming  himself  chief 
technology  officer.  He  also  began  to 
clean  house  in  Apple's  upper  man- 
agement ranks.  Criticism  in  the  indus- 
try again  was  fierce.  "People  thought 
I  had  gone  mad, "  Sculley  admits  today. 

He  has  earned  the  last  laugh. 
Apple's  profits  are  up.  The  Powerbook 
notebook  computers  have  become  the 
rage  of  the  industry,  pulling  in  more 
than  $1  billion  in  sales  during  their 
first  year.  Other  potential  hit  products, 
like  the  Newton  personal  digital  assis- 
tant, await  release  early  in  1993. 

Sculley  reflected  on  his  Apple  career 
when  we  caught  up  with  him  recently. 
During  several  hours  of  conversation 
at  Apple's  headquarters  in  Cupertino, 
Calif,  and  aboard  Sculley 's  seven-pas- 
senger Learjet  enroute  to  Washington, 
D.C.,  from  New  York  City,  the  one- 
time soft  drink  executive  spoke  freely 
of  Apple's  success,  ti  e  challenges 
ahead,  the  new  opportunities  afforded 
by  wireless  communications,  the  prob- 
lem with  traditional  CEOs,  and  why  as 
a  lifelong  Republican  he  supported  Bill 
Clinton. 

ASAP:  You've  had  more  than  your  share 
of  bad  press.  Does  it  bother  you? 
SCULLEY:  It  has  to  bother  you  to  some 
degree.  The  stuff  that  bothers  me  the 
most  is  when  I  really  think  I've  screwed 
up.  I  felt  badly  during  the  late  1980s.  I 
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just  felt  I  could  have  been  doing  a  better 
job.  I  felt  some  of  the  criticism  was  prob- 
ably fair.  Unfortunately,  things  move  so 
quickly  and  so  many  things  are  out  of 
your  control  that  if  you  just  stop  and 
pause  for  too  long,  trouble  comes  quick- 
ly in  this  industry.  It  doesn't  take  more 
than  six  months,  and  you  suddenly  find 
that  the  person  who  was  a  hero  has 
turned  into  a  schmuck. 
ASAP:  A  moniker  we  wish  on  no  one. 
What's  going  on  with  the  per- 
sonal computer  industry  these 
days? 

SCULLEY:  It's  a  commodity  indus- 
try today.  Only  a  few  big  win- 
ners have  come  out  of  it. 
Microsoft  clearly  is  the  biggest 
winner.  Intel  is  a  big  winner. 
Apple  is  a  big  winner.  Most  oth- 
ers are  having  a  tough  time  mak- 
ing profits. 

ASAP:  So  what  lies  ahead? 
SCULLEY:  As  we  look  at  the 
1990s,  you  have  to  ask,  What  are 
those  other  really  interesting 
things  that  are  happening  techni- 
cally that  will  make  the  next  big 
industry  inevitable?  The  most 
interesting  things  I  can  think  of 
are  happening  in  communica- 
tions. 

ASAP:  Because  of  higher  band- 
width wires  or  because  of  new 
things  like  wireless? 
SCULLEY:  More  generally,  the 
biggest  thing  going  is  moving 
from  analog  technology  to  digi- 
tal technology — analog  meaning 
the  conventional  modulated, 
continuous  wave  that  we're 
familiar  with;  television,  radio, 
stereo  systems  all  use  analog 
technology.  With  digital  technol- 
ogy, you  have  the  ability  to  compress  the 
information  down  so  you  can  have  an 
incredible  expansion  of  the  capacity  of 
all  the  networks  out  there.  We're  going 
to  look  at  10,000  times  more  capacity.  It 
has  huge  implications. 
ASAP:  Such  as? 

SCULLEY:  In  the  wireless  world,  it  means 
the  possibility  of  having  wireless 
devices — miniaturized  products  that  you 
can  carry  around  in  your  pocket  as  you 
do  a  pager  or  a  cellular  telephone  today. 
They'll  deliver  information  services,  not 
just  voice. 

ASAP:  You're  talking  about  the  Newton. 
SCULLEY:  That's  really  one  of  the  great 


opportunities,  this  new  category  called 
personal  digital  assistants.  The  other  is  in 
desktop  communications.  Up  until  now, 
communications  have  either  been  very 
high  end,  costing  multiple  hundreds  or 
even  thousands  of  dollars  for  each  desk- 
top, or  been  much-lower-bandwidth 
things  like  modems,  which  aren't  very 
useful  for  anything  except  moving  simple 
text  around.  With  digital  networking  and 
communications,  you  have  the  possibility 
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rouble  comes  quickly  in 
this  industry.  It  doesn  't 
take  more  than  six  months, 
and  you  suddenly  find  that 
the  person  who  was  a  hero 
has  turned  into  a  schmuck. 


of  very  media-rich  communications  that 
are  cheap.  You  can  move  television- 
quality  images  between  computers.  You 
can  store  large  libraries  of  images  that 
can  be  accessible  over  the  network.  You 
can  think  of  interactive  TV,  things  which 
have  not  been  possible  before.  This  is  all 
going  to  happen,  with  or  without  Apple. 
It's  just  moving  in  this  direction. 
ASAP:  What  will  Apple  bring  to  all  of 
this? 

SCULLEY:  What  Apple  can  bring  is  a 
human-centric  view  of  the  world.  There 
is  no  company  other  than  Apple  that  is 
more  passionate  about  making  technolo- 
gy accessible,  and  even  invisible,  to  peo- 


ple so  that  they  can  do  things  with  it  and 
not  have  to  get  caught  up  in  the  expert 
jargon.  Can  we  put  those  two  ideas 
together — a  human-centric  passion 
along  with  a  revolution  in  digital  com- 
munications? That's  really  the  vision  I'm 
driving  at  Apple. 

ASAP:  One  of  your  specific  visions  is  to 
promote  AppleTalk  as  a  wireless  net- 
work standard.  How  will  that  work? 
SCULLEY:  When  you  communicate  with  a 
computer  on  your  desktop 
today,  you  go  through  a  log-on 
sequence  that  is  relatively  com- 
plex. If  you  are  disconnected  for 
some  reason,  you  have  to  re-log 
on.  Experts  are  willing  to  live 
with  that  in  a  desktop  comput- 
ing world.  Normal  human 
beings  who  are  going  around 
with  wireless  devices  don't  even 
want  to  be  aware  of  when  they 
are  disconnected  because  the 
signal  is  interrupted.  Those 
spontaneous  connections  and 
disconnections  and  then  recon- 
nections,  while  moving  from 
one  zone  into  another  zone,  are 
what  people  want.  The  trick  is 
to  make  all  of  that  invisible. 
ASAP:  Let's  say  it  is  five  years 
from  now.  Who  are  your  cus- 
tomers for  this? 

SCULLEY:  Take  the  health  care 
industry.  With  wireless  commu- 
nications, a  doctor  can  carry  a 
Newton  around.  If  he  wants  to 
get  the  lab  results,  he  can  get 
them  instantaneously  on  his 
Newton  device.  If  he  wants  to 
enter  in  new  information,  he 
can  do  that  with  sensors  that 
may  be  collecting  information  in 
the  clinic  where  patients  are 
going  through  their  medical  diagnostics. 
All  of  this  information  can  be  archived 
on  servers,  which  can  be  accessed  later 
on,  and  can  even  be  used  for  statistical 
comparison  between  different  patient 
groups. 

ASAP:  With  the  caveat,  of  course,  that 
the  hospital  had  previously  installed  a 
wireless  AppleTalk  network. 
SCULLEY:  Well,  it  isn't  just  that  they  have 
to  buy  Apple's  products.  There  are  going 
to  be  products  from  lots  of  different 
companies.  Apple  doesn't  have  a  unique 
lock  on  PDAs  any  more  than  we  have  a 
lock  on  the  personal  computer  market 
What  we're  really  looking  at  is  some 
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thing  much  bigger  than  any  one  compa- 
ny. It  will  involve  many  computer  com- 
panies; it  will  involve  telecommunica- 
tions companies;  it  will  involve  database 
companies.  We're  starting  to  see  the 
light  bulb  go  off  in  the  high-tech  world. 
ASAP:  Microsoft,  Intel  and  Apple  made 
all  the  money  in  the  PC  revolution.  Who 
will  make  money  in  this  revolution? 
SCULLEY:  The  easy  part  for  us  is  to  figure 
where  technology  is  going  and  what  peo- 
ple will  do  with  it.  The  harder 
part  is  to  figure  out  who  will 
make  all  of  the  money  with  it.  I 
think  there  will  be  several  win- 
ners, potentially. 
ASAP:  Like  who? 
SCULLEY:  Near  the  top  of  the  list 
has  to  be  the  people  who  own 
the  networks.  It  could  be  the 
RBOCs  [regional  Bell  operating 
companies].  It  could  be  AT&T. 
It  could  be  British  Telecom.  It 
could  be  MCI.  It  could  be  the 
cable  TV  companies  because 
they  will  have  video  dial-tone 
telephone  services.  It  could  be 
the  cellular  companies  like 
McCaw  Cellular  Communi- 
cations. It  is  unclear  which  com- 
'panies  are  going  to  be  the  big 
winners  in  this,  but  without 
question  there  will  be  a  big 
industry  involving  communica- 
tions and  networking.  It  doesn't 
happen  to  be  the  business 
Apple  is  in. 

ASAP:  Obviously  you  have 
something  in  mind.  Connection 
software? 

SCULLEY:  Let  me  go  through  the 
value  chain.  There  will  be  a 
huge  opportunity  for  people 
who  make  miniaturized  compo- 
nents. These  devices  have  to  be  inexpen- 
sive and  very  powerful  in  terms  of  stor- 
age and  processing  speed.  They  are  actu- 
ally more  sophisticated  than  personal 
computers,  though  they  happen  to  cost 
less  and  be  smaller.  That  also  is  not  real- 
ly Apple's  business,  because  we  are  not  a 
vertically  integrated  component  compa- 
ny. The  second  thing  is  that  PDAs  are 
going  to  require  extraordinary  human 
.interface.  They  will  require  great  soft- 
ware technologies  for  the  spontaneous 
connection,  disconnection  and  reconnec- 
tion.  They  will  require  technologies  that 
are  sophisticated  for  interactive  media 
and,  to  answer  your  question,  this  is 


Apple's  business  in  the  future.  We  can 
be  very  good  at  integrating  PDAs  with 
the  PCs,  with  other  computers  of  all 
types  and  varieties.  That  is  another 
Apple  strength. 

ASAP:  Will  the  Newton  be  a  consumer 
product  or  a  business  tool?  At  a  recent 
conference  you  seemed  to  be  hedging 
away  from  the  consumer  end. 
SCULLEY:  We  are  learning  along  the  way. 
Remember,  we've  never  shipped  our 
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'm  not  Apple's  most 
knowledgeable  computer 
scientist.  But  I  am  the  person 
who'has  to  make  the  most 
important  technology -based 
business  decisions. 


first  PDA,  yet  we've  learned  a  lot  over 
the  last  year.  I  think  the  first  market  is 
the  commercial  market. 
ASAP:  Why? 

SCULLEY:  Commercial  users  will  see  PDAs 
as  being  compelling  answers  to  some 
very  challenging  issues  they  have,  in 
terms  of  improving  organizational  pro- 
ductivity. 

ASAP:  Let's  stop  and  talk  about  produc- 
tivity for  a  moment.  Much  of  corporate 
America  feels  it  hasn't  gotten  its  money's 
worth  from  computers.  Is  that  right,  or 
are  people  not  measuring  it  properly? 
SCULLEY:  If  you  look  at  the  Bureau  of 
Labor  Statistics'  data  for  blue-collar  fac- 


tory productivity  with  computers,  it's 
clearly  measurable.  If  you  look  at  it  for  a 
white-collar  work  force,  the  so-called 
knowledge  workers,  it's  not.  Yet,  you  can 
find  anecdotal  evidence  pretty  consistent- 
ly, everywhere,  that  people  have  said  that 
personal  computers  have  changed  their 
lives  and  they  are  more  empowered  and 
they  are  more  productive. 
ASAP:  Why  are  the  majority  of  compa- 
nies failing  to  achieve  office  productivity 
gains  with  technology? 
SCULLEY:  Because  most  people 
took  new  technology  and 
mapped  it  on  an  old  way  of 
working.  It  became  an  added 
expense. 

ASAP:  Paving  over  cow  paths. 
SCULLEY:  Exactly.  They  added 
more  expense  to  the  corporation 
or  organization  without  getting 
people  to  work  differently.  I 
believe  that  the  big  opportunity 
in  the  1990s  is  to  look  at  the 
reorganization  of  work.  That  will 
emerge  as  the  single  biggest 
theme  in  the  world  of  business 
during  the  1990s.  If  we  can  get 
people  to  realize  that  you  can 
work  differently  and  work 
smarter,  not  just  work  harder, 
then  we'll  have  real  economic 
productivity  gains.  But  we  have 
to  have  a  change  with  both  the 
technology  and  the  business 
leaders. 

ASAP:  In  what  way? 

SCULLEY:  The  command-and-con- 

trol  model  of  running  a  large 

organization  no  longer  works. 

The  most  successful  companies 

today  are  the  ones  that  have 

flexibility,  where  their  decisions 

are  close  to  the  customer.  They 

have    very    rapid    response    times. 

Information  becomes  the  basis  for  their 

competitive  advantage.  A  hospital  is 

really  an  information  cem  ^r.  A  financial 

services  company  is  really  competing  on 

having  better  information  faster  than  its 

competitor.  American  Airlines  makes 

more  money  with  its  SABRE  system  than 

it  does  with  its  airplanes.  You  can  go 

through  industry  after  industry  where 

information  is  the  valuable  component. 

Business  will  have  to  learn  how  to  use 

technology  better.  The  network  is  the 

paradigm,  not  the  Catholic  Church  or 

the  military. 

ASAP:  You  mentioned  that  technology 
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providers  will  have  to  change,  too.  How? 
SCULLEY:  Absolutely.  They're  finding  that 
their  model  doesn't  work  either,  because 
their  model  was  created  in  a  command- 
and-control  customer  world.  No  compa- 
ny is  in  control  of  a  customer  as  it  was 
back  in  the  IBM  days. 
ASAP:  Itself  a  big  change,  wouldn't  you 
say? 

SCULLEY:  The  thing  in  the  technology 
world  which  we  still  haven't  become 
accustomed  to  is  that  the  world 
is  no  longer  defined  by  IBM.  It 
used  to  be  that  you  could  build 
your  technical  decisions  in  the 
context  of  a  world  of  how  IBM 
would  respond.  It's  just  not  that 
important  anymore  how  IBM 
responds. 

ASAP:  Who  within  corporations 
will  likely  be  the  leading  driver 
of  change  when  it  comes  to 
using  information  technology  as 
a  competitive  weapon? 
SCULLEY:  It  has  to  be  top  man- 
agement. It  has  to  be  the  COO 
and  CEO  of  the  company. 
That's  why  it's  not  likely  to  hap- 
pen first  in  the  largest  organiza- 
tions. 

ASAP:  Why?  Because  top  man- 
agement in  large  companies  still 
doesn't  get  it? 

SCULLEY:  First  of  all,  these 
organizations  aren't  used  to 
CEOs  and  COOs  getting 
involved  in  these  kinds  of  issues. 
And  most  CEOs  and  COOs 
don't  know  very  much  about  it. 
So  it's  going  to  happen  in  those 
organizations  where  the  top 
management  is  technology- 
aware,  if  not  technology-knowl- 
edgeable. 

ASAP:  Do  you  think  these  large -compa- 
ny CEOs  will  come  around  in  time? 
SCULLEY:  There  is  no  question  in  my 
mind  if  you  go  out  a  decade  from  now 
and  you  ask,  Where  is  the  center  of  grav- 
ity in  terms  of  where  top  management 
spends  its  time  and  where  it  gets  its  com- 
petitive advantages?  Whatever  service  or 
product  its  business  happens  to  be,  the 
center  is  going  to  be  around  the  reorga- 
nization of  work  and  using  information 
systems  to  compete  in  the  marketplace. 
ASAP:  Toward  the  end  of  the  1980s, 
Apple  looked  as  if  it  was  beginning  to 
fade.  How  did  you  turn  things  around? 
SCULLEY:  Two-and-a-half  years  ago  was  a 


turning  point  for  me  at  Apple.  I  did 
something  that  was  incredibly  controver- 
sial: I  appointed  myself  chief  technology 
officer  of  Apple  and  I  took  over  running 
product  development.  And  people  said. 
What  right  does  this  marketing  maven 
have  to  come  in  and  tell  us  he's  going  to 
be  the  chief  technology  officer? 
ASAP:  You  took  a  lot  of  arrows'  in  the 
back,  as  I  recall. 
SCULLEY:  Then  it's  only  fair  to  check  the 
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hat  do  computers  do 
today  that  they  couldn  H 
do  two  or  three  years  ago? 
They  still  are  running  the  same 
word  processors  and  spread- 
sheets! Its  like  Rocky  IV. 


scorecard.  We  have  the  Powerbook 
today.  We've  gained  share  of  market 
with  all  of  the  low-end  Macintoshes  dur- 
ing the  last  year.  We  have  the  joint  ven- 
tures up  and  running  with  IBM  today. 
We  created  the  whole  PDA  category 
with  the  Newton  technology,  which  peo- 
ple will  hopefully  get  to  purchase  next 
year.  So  I  think  that  internally  it's  not  as 
outrageous  as  it  was  two-and-a-half 
years  ago.  In  the  process  of  all  that,  I've 
learned  a  tremendous  amount.  And  I 
think  in  the  process  of  that,  Apple  has 
really  torn  down  a  lot  of  the  barriers  and 
sacred  cows  that  we  had  in  the  past. 
ASAP:  Sacred  cows? 


SCULLEY:  The  idea  that  we  had  to  do 
everything  ourselves.  We  now  license 
technology  in,  and  we  license  technology 
out.  We've  a  much  faster  time  to  market. 
We've  dropped  time  to  market  from 
two-and-a-half  years  down  to  under  12 
months.  We  have  many  more  products 
coming  to  market.  And  we  didn't,  as 
many  people  feared,  compromise  the 
quality  of  the  product.  Look  at  the 
Powerbook. 

ASAP:  How  would  you  define 
your  role  as  Apple's  chief  tech- 
nologist? 

SCULLEY:  Certainly  it's  not  to  be 
Apple's  best  technologist.  I'm  not 
Apple's  most  knowledgeable 
computer  scientist.  But  I  am  the 
person  who  has  to  make  the  most 
important  technology-based  busi- 
ness decisions.  And  it's  that  defi- 
nition of  chief  technology  officer 
that  I  think  is  the  key. 
ASAP:  When  you  named  yourself 
CTO,  did  people  fight  you  within 
Apple? 

SCULLEY:  No,  they  just  thought  I 
had  lost  my  mind.  That" s  all. 
ASAP:  Did  you  feel  that  you  had 
to  take  a  sabbatical  and  immerse 
yourself  in  technical  reading? 
SCULLEY:  First  of  all,  I  had  been 
in  the  industry  at  that  point 
seven-and-a-half  years.  Unless  I 
was  a  complete  idiot,  I  couldn't 
help  but  learn  something  about 
technology.  The  second  thing 
was  that  I  had  the  advantage  of 
being  surrounded  by  some  of  the 
brightest  world-class  technolo- 
gists. I  have  hung  around  for  the 
last  decade  with  really  bright 
technical  people.  I  happen  to 
like  technology.  People  assume 
that  because  I  came  out  of  a  marketing 
background,  I  didn't  care  about  technol- 
ogy. I  was  never  intimidated  by  technol- 
ogy. And  I  have,  particularly  over  the 
last  two-and-a-half  years,  gone  into  total 
immersion  with  technology. 
ASAP:  Give  us  a  specific  example  of  how 
your  job  changed  when  you  named  your- 1 
self  chief  technologist. 
SCULLEY:  At  first,  when  I  appointed 
myself  CTO,  people  said.  What  John 
really  wants  is  just  summaries  of  uh.n 
we're  all  doing.  People  quickly  dison 
ered  that  I  expected  them  to  be  in  ;it 
a.m.  every  day  and  sitting  down  and 
going  in-depth  on  technology.  I  wantel 
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to  know  everything  I  needed  to  know, 
not  just  the  top-line  summary.  Now  I've 
got  their  confidence  that  I'm  one  of 
them.  I'm  not  some  guy  who's  lost  his 
mind. 

ASAP:  The  1990s  appear  to  be  a  decade 
of  synthesis  and  alliances.  Your  kind  of 
decade? 

SCULLEY:  Well,  I'm  comfortable  in  a  world 
where  alliances  are  the  ley  criteria  for 
success.  I  enjoy  crossing  industries.  I'm 
comfortable  in  the  entertain- 
ment industry  because  I  used  to 
make  television  commercials. 
I'm  comfortable  in  the  consumer 
electronics  industry  because  I 
grew  up  in  consumer  marketing. 
I'm  comfortable  in  the  media 
and  publishing  world  because  I 
authored  a  book  and  I  read.  I'm 
comfortable  in  anything  that's 
creative-centric  because  I  came 
out  of  architectural  design, 
industrial  design  and  package 
design.  I've  worked  in  all  these 
fields.  I'm  essentially  a  creative 
person  who  just  by  accident 
ended  up  being  a  businessman. 
So,  it's  sort  of  like  what  Br'er 
Rabbit  said,  Please  don't  throw 
•me  in  the  briar  patch.  I  love 
being  in  the  briar  patch. 
ASAP:  What  do  you  think  of  Bill 
Gates? 

SCULLEY:  If  you  look  at  the  most 
successful  computer  companies, 
they  are  run  by  technovisionar- 
ies  who  are  able  to  make  busi- 
ness decisions  and  implement 
them  and  make  them  stick.  And 
that's  why  Bill  Gates  is  success- 
ful. You  know?  It's  not  that  his 
technology  is  better.  It  usually 
isn't.  It's  usually  not  even  as 
good  as  anyone  else's!  But  he's  been  able 
to  do  that,  and  his  business  judgment  has 
been  consistently  better  than  anyone 
else's.  I  admire  Bill  Gates.  He's  the 
model  for  a  technology  CEO.  He  drives 
his  business  decisions  through  a  deep 
understanding  of  where  the  technology 
is  going.  That's  the  thing  I  was  not  doing 
before  1990,  and  it's  the  role  I  have  at 
Apple  today.  If  you  look  at  the  tradition- 
Jotuf-al  computer  companies — Hewlett- 
Packard,  Digital  Equipment,  IBM, 
Unisys — you  don't  find  the  top  manage- 
ment running  their  company  that  way. 
ASAP:  Where  do  you  think  they  come  up 
short? 


SCULLEY:  They  don't  tend  to  be  involved 
in  the  business  decisions  rooted  in  tech- 
nology. They  don't  tend  to  be  involved 
with  the  constant  discussions  going 
across  different  industries.  They  don't 
tend  to  be  at  forums  talking  about  where 
the  industry  is  headed.  They  tend  to  be 
back  running  their  large  organizations. 
My  sense  is  that  the  industry  is  going  to 
be  shaped  more  by  people  who  do  what 
Bill  Gates  and  I  do  than  it  is  by  people 
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believe  the  big  opportunity 
in  the  1990s  is  to  look  at  the 
reorganization  of  work.  That 
will  emerge  as  the  single 
biggest  theme  in  the  world  of 
business  during  the  decade. 


who  are  running  the  United  Way  cam- 
paign in  their  spare  time. 
ASAP:  Let  me  ask  you  about  Microsoft. 
Is  it  too  dominant  for  the  good  of  the 
industry? 

SCULLEY:  In  many  respects,  Microsoft's 
dominance  has  really  hurt  the  hardware 
industry,  given  it  almost  a  lethal  blow. 
ASAP:  That's  a  strong  statement. 
SCULLEY:  But  it  has  sucked  out  the  profits 
of  the  hardware  industry  to  the  point 
where  almost  anybody  could  get  into  the 
PC-assembly  business.  There  is  very  little 
added  value  that  a  hardware  company 
that  is  dependent  upon  Microsoft's  tech- 
nology is  able  to  add.  Consequently,  you 


see  an  industry  which  has  slowed  down 
in  innovation.  There  has  been  almost  no 
innovation  over  the  last  three  or  four 
years  with  applications,  with  computers. 
ASAP:  Surely  in  the  last  three  years  PCs 
have  become  faster,  there  is  a  lot  more 
memory,  storage  is  a  lot  bigger,  the 
screens  are  larger. 

SCULLEY:  But  what's  the  new  capability? 
What  do  these  computers  do  today  that 
they  couldn't  do  two  or  three  years  ago? 
They  still  are  running  the  same 
word  processors  and  spread- 
sheets! It's  like  Rocky  IV  and 
Godfather  V  or  something.  It's 
just  iterations  of  the  old  stuff. 
ASAP:  Ending  Microsoft  domi- 
nance is  presumably  the  motiva- 
tion behind  forming  Taligent 
with  IBM.  How  is  Taligent 
going? 

SCULLEY:  I  look  at  Taligent  as  a 
layer  of  technology  that  eventu- 
ally will  have  its  own  micro- 
kernel. It  could  be  looked  at  as  a 
full  operating  system,  but  it's 
really  a  technology  layer,  as 
Novell's  a  layer,  which  is 
focused  on  one  key  thing.  And 
that  is,  it's  built  around  the  com- 
pound document  architecture 
that  says  compound  documents 
are  going  to  be  important  in  a 
distributed-computing  world; 
that  documents  have  to  be  able 
to  go  across  platforms.  Taligent 
is  not  dependent  on  any  one 
particular  hardware.  It  will  run 
on  X86s  and  Power  PCs.  It  has 
the  biggest  chance  to  be  broadly 
adopted  across  the  entire  indus- 
try in  the  solutions  and  cus- 
tomization world  of  the  1990s. 
ASAP:  How  soon  will  Taligent 
make  an  impact  among  computer  users? 
SCULLEY:  Not  until  the  middle  of  the 
decade.  The  real  battleground  with 
Taligent  is  not  NT  c  r  OS/2,  not 
Macintosh  or  Unix.  The  real  battle- 
ground that  Taligent  is  preparing  us  all 
for  is  when  Microsoft  brings  Cairo  to  the 
market  and  IBM  and  Apple  bring 
Taligent  to  the  market.  Then  you'll  start 
to  have  your  mainstream  customization 
and  solutions  for  the  business  market. 
That's  something  which  is  not  likely  to 
be  available  in  a  broad-scale  way  until 
the  mid-1990s. 

ASAP:  If  Windows  NT  is  a  big  success 
right  away,  will  that  kill  Taligent? 
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SCULLEY:  Oh,  absolutely  not.  Let's 
assume  that  NT  is  successful.  NT  is  really 
competing  against  Unix.  It's  got  the 
Unix  people  scared  out  of  their  minds. 
So  what's  it  doing?  It's  driving  the  Unix 
people  to  cooperate.  The  more  interest- 
ing thing  than  NT  is  what  happens  with 
Cairo — the  object  layer  that  sits  on  top 
of  NT  and  presumably  sits  on  something 
called  Win-32S,  which  is  the  successor  to 
Windows  4.0,  whatever  that  turns  out  to 
be.  I  think  that  Taligent  is  really  posi- 
tioned against  Cairo.  Cairo  now  looks 
like  it's  a  1995  product.  Apple  is  in  an 
extraordinarily  good  position  because 
we  will  be  a  50-percent  owner  of  some  of 
the  technologies  most  important  to 
IBM's  future. 

ASAP:  Let's  switch  subjects.  Tell  us  why 
you  supported  Bill  Clinton. 
SCULLEY:  Well,  I'm  still  a  Republican,  so  I 
haven't  changed  parties.  When  you  sit 
on  the  edge  of  the  Pacific  Rim,  you  start 
to  realize  that  the  world  really  is  chang- 
ing a  lot  faster  than  our  political  leaders 
in  Washington  realize.  If  you  believe 
we're  just  in  a  cyclical  downturn  and  it's 
all  going  to  come  back  and  be  just  like 


the  good  old  days,  then  I  would  have 
voted  for  President  Bush. 
ASAP:  But  you  espy  something  more? 
SCULLEY:  We  are  going  through  a  funda- 
mental change  from  an  industrial-based 
economy  to  a  knowledge-based  econo- 
my. This  will  have  a  huge  impact  on  the 
kind  of  school  reforms  we  have  and  the 
linkage  between  schools,  forums,  tech- 
nology policies  and  economic  policies. 
We're  at  a  time  when  there  has  to  be  a 
lot  more  cooperation  between  the  pri- 
vate sector  and  the  public  sector.  For 
example,  the  federal  government  will  not 
even  talk  about  industrial  policy  because 
they  don't  ideologically  believe  in  it.  Yet 
I  don't  know  any  effective  governor  in 
the  country  who  doesn't  practice  indus- 
trial policy,  whether  they're  Republican 
or  Democrat.  I  don't  know  of  a  nation  in 
the  global  economy  that  doesn't  practice 
some  form  of  industrial  policy.  To  deny 
that  it  exists  is  like  saying  you're  going  to 
run  a  business  without  a  business  plan. 
ASAP:  Couldn't  you  argue  that  lower 
taxes,  especially  lower  capital-gains 
taxes,  less  regulation,  free  trade  and  tort 
reform  are  in  themselves  a  superior  form 


of  industrial  policy? 

SCULLEY:  Those  are  good  things.  That's 
why  I'm  still  a  Republican. 
ASAP:  Then  why  did  you  vote  for 
Clinton? 

SCULLEY:  My  feeling  is  that  it  was  really 
easy  to  sit  this  election  out,  as  a  CEO, 
and  play  it  safe  and  just  wait  and  see 
what  happens.  I  think  that  I  would 
rather  have  a  president  who  has  contacts 
with  the  business  community  and  who 
would  ask  business  executives  for  advice 
rather  than  one  who  is  isolated  from 
that.  I  know  Bill  Clinton.  I  think  he's 
bright.  I  think  he's  a  centrist.  I  don't  find 
an  awful  lot  of  difference  between  a  lot 
of  his  views  on  trade,  for  example,  and 
those  of  President  Bush.  The  difference 
is  that  Clinton  does  believe  that  the  gov- 
ernment should  have  a  proactive  role. 
And  my  sense  is  that  he  will  try  to  sur- 
round himself  with  very  bright  people 
and  that  he  will  probably  try  to  get  a  lot 
done  very  quickly.  It  will  be  a  very  short 
honeymoon. 

ASAP:  We'll  ask  you  one  more  thing 
about  Clinton  and  then  move  back  to  the 
industry.  One  of  the  things  that  he  talked 
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EDS  helped  Apple  Computer  answer  yes. 

In  the  rush  to  market,  how  can  you 
beat  the  competition  without 
compromising  product  quality? 

Using  a  new  application  of  information 
technology,  Apple  Computer  now 
distributes  engineering  diagrams  to  all 
of  its  manufacturing  sites  in  seconds, 
via  a  global  electronic  network.  EDS 
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helped  Apple  develop  this 
using  the  latest  imaging  techooto  » 

This  speeds  the  develop*  %proc 
of  products  by  eliminating/    , 
possibility  of  errors  causee 
out-of-date  engineering  drawini 

Jackie  Streeter,  Apple  world 
product  configuration  manager, 
"If  people  have  the  right  inform 
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about  is  taxing  foreign  investment. 
Wouldn't  that  hurt  a  company  like 
Apple,  driving  its  equity  down? 
SCULLEY:  Well,  I  haven't  said  that  I  agree 
with  everything  that  he  proposed  in  his 
economic  policy.  But  I'm  pleased 
enough  with  a  number  of  things  he's 
doing. 

ASAP:  Like  what? 

SCULLEY:  Like  supporting  the  North 
American  Free  Trade  Agreement.  That 
takes  courage  for  a  Democrat.  I'm  very 
happy  with  his  technology  policy. 
ASAP:  But  what  is  his  technology  policy, 
as  you  understand  it? 
SCULLEY:  One  is  to  get  more  alignment 
between  education  and  economic  policy. 
Two  is  to  shift  away  from  the  imbalance 
of  defense  in  research  and  development 
and  get  more  research  focused  on  the 
:ommercial  opportunities.  Three  is  to 
»et  better  transfer  of  technology  from 
he  federal  labs  to  the  private  sector. 
Technology  is  perishable,  yet  it  takes 
/ears  to  get  the  technology  transferred. 
A.t  that  point,  it's  not  very  valuable.  Four 
s  school  reform:  to  try  to  really  get  a 
iual  path  established  for  those  people 


who  aren't  going  to  go  on  to  college,  so 
that  there's  a  vocational  alternative  for 
people  who  are  going  to  go  into  non- 
managerial  jobs  which  will  still  require 
high-level  skills.  You  have  existing  in 
other  nations  a  lot  things  like  that  which 
don't  exist  in  this  country. 
ASAP:  Let's  move  back  to  the  industry. 
When  do  you  think  the  computer  will 
truly  become  a  mass-market  product? 
SCULLEY:  My  guess  is  we're  still  15  years 
away,  maybe  20  years  away. 
ASAP:  Why  so  long? 

SCULLEY:  It  just  takes  much  longer  than 
people  think.  We've  been  studying  the 
adoption  curves  of  consumer  products. 
Color  television  took  30  years.  The  VCR 
took  20  years.  Cellular  telephones  took  a 
decade.  Fax  machines  have  been  around 
25  or  30  years.  Even  when  you  have  the 
technology,  when  you  get  to  the  real 
mass  market  it  takes  a  much  longer  peri- 
od of  time  to  really  settle  in.  The  break- 
throughs we  all  talk  about  are  mainly 
speed,  increases  in  bandwidth  and  digiti- 
zation of  content.  Those  opportunities 
will  first  happen  in  the  commercial  mar- 
kets and  really  focus  in  on  things  like  the 


mobilization  of  professionals.  We  will 
have  to  go  through  an  inevitable  first 
major  step  of  building  an  industry 
around  professionals  in  commercial  mar- 
kets, and  then  education,  and  only  last 
just  a  couple  of  mass  markets  for  con- 
sumers. 

ASAP:  Bill  Gates  told  us  the  biggest  thing 
that  worries  him  is  not  any  technology 
discontinuity,  but  a  market  discontinu- 
ity— that  is,  when  the  computer  industry 
goes  from  being  a  business  market  to  a 
mass  market. 

SCULLEY:  If  I  were  Bill  I'd  be  worried. 
Not  worried  about  surviving  the  new 
era — Microsoft  is  obviously  extremely 
successful.  But  the  question  is,  in  order 
to  remain  successful,  does  it  have  to  stay 
focused  on  the  industry  that  it  so  domi- 
nates? Or  can  it  bifurcate  and  start  to 
look  at  entirely  different  approaches?  At 
this  point,  I  don't  get  the  sense  that 
Microsoft  has  made  that  choice  yet. 
What  we  hear  is  that  it's  going  to  be 
"Windows  everywhere."  But  I  think  if 
someone  thinks  about  that  for  a  while, 
they  may  realize  that  that's  a  superficial 
answer  to  a  complex  challenge. 
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to  s  ight  time,  they  can  make  better- 
led  decisions,  which  translate 

lop  etter  products,  sooner.' 
ing  Macintosh  computers, 
employees  worldwide  can  call 

draw  jineering  diagrams,  which  they 

KOii  large,  reduce,  rotate,  or  recon- 
to  fit  with  other 'components. 

0  ill,  the  system  helped  Apple 


introduce  six  new  products  simulta- 
neously, and  ahead  of  schedule, 
helping  maintain  Apple's  reputation 
for  setting  new  standards. 

Changes  in  technology  create 
business  opportunities.  You  can  use 
information  technology  to  develop 
new  products,  improve  quality  and 
shorten  time-to-market.  EDS  is  the 


world  leader  in  applying  information 

technology.  To  find  out  how  we 

could  help  you,  write  Barry  W. 

Sullivan,  EDS,  7171 

Forest  Lane,  M5, 

Dallas,  TX  75230. 

Or  call  (214)  490- 

2000,  ext.  105. 
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ASAP:  Let's  switch  from  Bill  Gates  to 
John  Sculley.  As  a  CEO,  what  do  you 
think  is  your  greatest  strength? 
sculley:  I'm  idea  driven  and  I  can  take  a 
lot  of  complexity  and  boil  it  down  so  that 
normal  human  beings  can  understand 
it — and  hopefully  get  behind  it. 
ASAP:  Are  we  likely  to  see  more  or  fewer 
Renaissance  people  like  you  heading 
technology  companies  in  the  future? 
SCULLEY:  I  think  the  only  successful 
model  that  we've  seen  in  the 
last  decade  for  high-tech  com- 
panies is  essentially  a  technovi- 
sionary  type  of  individual.  And 
ironically,  the  technovisionaries 
are  rarely  technically  trained. 
ASAP:  No,  but  Bill  Gates,  for 
instance,  did  write  code.  He  and 
Paul  Allen  did  convert  Basic  to 
work  on  a  microcomputer. 
SCULLEY:  What  I  mean  is  formal 
technical  training.  What  it  takes 
is  someone  who  is  genuinely 
interested  in  technology.  Just 
being  a  really  good  manager 
isn't  enough. 

ASAP:  What  else  does  it  take  to 
be  a  successful  technology 
CEO? 

SCULLEY:  It  takes  someone  who 
can  deal  with  concepts,  and  it 
takes  someone  who  can  articu- 
late them  and  attract  very  good 
people.  Not  every  CEO  will 
have  the  same  set  of  experi- 
ences or  the  same  set  of 
strengths.  Nor  do  they  have  to. 
What  they  have  to  be  is  very 
involved  and  able  to  deal  with 
the  conceptual  level,  be  effec- 
tive communicators  and  be  will- 
ing to  put  in  just  an  exorbitant 
amount  of  time.  I  mean,  these 
are  seven-day-a-week  jobs.  You 
don't  get  weekends  off  because 
the  people  you  are  competing  with  don't 
take  weekends  off.  You  have  to  be  will- 
ing to  have  just  an  incredibly  strong 
work  ethic.  It's  not  the  kind  of  life  that 
appeals  to  everybody — but  that's  what  it 
takes. 

ASAP:  You're  a  happy  exception,  but 
most  CEOs  who  have  moved  from  large 
companies  into  fast-moving  technology 
companies  have  failed.  Why? 
SCULLEY:  Remoteness.  Remote  managers 
who  are  more  in  the  mold  of  traditional 
corporate  America,  where  they  moved 
up  through  the  hierarchy  as  process 


managers,  aren't  necessarily  going  to  be 
the  kinds  of  individuals  you  want  run- 
ning these  companies. 
ASAP:  The  interesting  aspect  to  us  is  that 
technology-based  companies  aren't  just 
companies  that  build  computers  any- 
more. Financial  service  is  now  technolo- 
gy-based; health  care  is  now  technology- 
based.  Technology  is  going  to  permeate 
everything. 
SCULLEY:  Yes,  and  consequently  the  tech- 
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hat  we  hear  is  that  it's 
going  to  be  "Windows 
everywhere. "  But  I  think  if 
someone  thinks  about  that  for 
a  while,  they  may  realize  that 
that's  a  superficial  answer  to  a 
complex  challenge. 


nology  model  of  a  CEO  will  move  into 
many  other  industries.  That's  the  real 
message  here.  It's  not  that  you  can  just 
look  at  the  computer  industry  and  say, 
Look  at  those  strange  guys  over  there 
that  are  running  these  technology  compa- 
nies. They  are  going  to  be  more  like  us  in 
the  future. 

ASAP:  How  would  you  rate  the  average 
large -company  CEO  in  America? 
SCULLEY:  I've  watched  how  some  of  the 
CEOs  spend  their  time.  I  mean,  I  don't 
have  time  to  sit  on  all  these  outside 
boards.  This  is  much  more  of  a  hands-on 


world,  I  think,  in  the  1990s.  CEOs  have  to 
focus  on  much  faster  time  to  market,  on 
much  more  innovation  in  terms  of  quality 
and  service  to  customers.  It  used  to  be 
that  marketing  drove  things.  But  market- 
ing is  really  a  mass-production-based 
concept.  It's  about  creating  something 
that  you  can  then  push  out  to  the  whole 
world.  I  grew  up  in  that.  Today,  every- 
thing can  be  customized,  so  it's  really 
being  driven  from  the  other  side,  by  the 
customer.  So  CEOs  who  aren't 
intuitive  at  the  level  of  the  cus- 
tomer and  the  technology  run  a 
real  risk  of  blowing  it.  If  you  take 
that  as  a  map  of  how  you  would 
select  a  CEO,  my  guess  is  a  lot  of 
them  wouldn't  get  chosen. 
ASAP:  Critics  might  say  of  you, 
idea  man  that  you  are,  that  your 
attention  wanders.  Is  there  any 
validity  to  that? 
SCULLEY:  Sure.  I  think  so. 
ASAP:  You  admitted  that  pretty 
fast. 

SCULLEY:  But  there's  a  good  side 
to  it  as  well.  I  think  that  at  least 
my  process  of  trying  to  under- 
stand ideas  and  internalize  them 
and  figure  out  whether  they're 
good  ideas,  keeps  my  mind  open 
to  as  much  as  I  can  as  new  things 
evolve.  I  don't  want  to  get  so 
locked  in  that  I'm  not  flexible 
enough  to  look  at  things  that  I 
wasn't  aware  of  before — maybe 
that  nobody  was  aware  of 
before.  On  the  other  hand,  doing 
that  and  thinking  out  loud  can  be 
confusing  to  people,  because 
they'll  say,  Gee,  I  heard  he  was 
interested  in  this  and  now  I  hear 
he's  interested  in  that  and  now  I 
hear  he's  interested  in  something 
else. 

ASAP:  Then,  of  course,  people 
ask,  What  is  he  really  interested  in? 
SCULLEY:  The  fact  of  the  matter  is,  some- 
times I  don't  really  know  what  I'm  inter-1 
ested  in.  I'm  still  going  through  the 
process  of  trying  to  understand  and 
internalize  it  and  listen  to  lots  of  differ- 
ent competing  points  of  view.  But  even 
tually,  you  have  to  make  some  choic< 
and  say.  This  is  it.  I  think  that  I've  gotta 
better  at  that  in  the  last  few  years,  a 
picking  an  agenda  and  sticking  to  it  anc 
making  sure  that  people  understand  I 
We  all  grow  and  we  learn  from  our  mis 
takes.  Hopefully,  I'm  learning.  »Mi 
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COMMUNICATIONS 


1.  SOURCE,  INC.  -  Source  Inc.  is  the  nation's  leading 
provider  of  new  and  recertified  telecommunications  equip- 
ment, offering  expert  solutions  for  telecom  challenges.  In 
addition  to  product  life  support  for  over  100  manufacturer's 
systems,  Source  provides  fully-barcoded  inventory  man- 
agement services.  Financial  services  such  as  Fair  Market 
Valuations  and  leasing,  technical  services  including  repair 
and  refurbishment,  and  consulting  are  some  additional  ser- 
vices this  Dallas-based  company  provides. 

•  Data  Communications  • 

2.  Bell  Atlantic  -  Bell  Atlantic  can  help  businesses  make 
their  information  work  harder  through  custom  designed 
application  of  the  best  available  data  and  information  tech- 
nologies. 

•  Lan/Wan  Internetworking  • 

3.  Racal-Datacom,  Inc.  -  Racal-Datacom  offers  the 
broadest  range  of  LAN/WAN  products  in  the  industry  and 
provides  expertise  in  the  implementation,  integration,  man- 
agement and  support  of  enterprise  networks  to  help 
customers  meet  business  objectives. 


Outsourcing  ■ 


sOU*      4.  Syncordia  -  Global  network  outsourcing  for  multina- 
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5.  Fujitsu  Business  Communication  Systems,  Inc.  - 

For  more  information  on  Fujitsu  PBX  Systems,  please  con- 
tact FUJITSU  BUSINESS  COMMUNICATION  SYSTEMS, 
INC. 
FUJITSU  —  computers,  communications,  microelectronics. 

•  Telecommunication  Services  • 

6.  AT&T  Network  Systems  -  National  ISDN  from  AT&T 
and  your  local  phone  company  is  the  first  step  of  an  all  dig- 
ital public  switched  network  where  computer  links, 
video/teleconferencing  and  multipoint  screen  sharing  can 
now  take  place. 


•  Videoconferencing  • 

7.  Hitachi  VCS  Affordable,  compact  system  for  small 
group  videoconferencing.  Includes  codec,  color  camera, 
control  keypad,  international  standards  compatibility. 
Available  in  Switched  56  or  ISDN  versions.  For  more  infor- 
mation call  1-800-446-8820. 


HARDWARE 


•  Consumer  Electronics  • 

8.  Sharp  Electronics-Wizard  Electronic  Organizer  - 

Sharp  Wizard  -  For  info  on  Wizard,  the  number  one  elec- 
tronic organizer,  and  the  software  cards  that  make  it 
uniquely  expandable,  call  1-800-321-8877. 

9.  Smith  Corona  Corporation  -  PWP  3800  -  Smith 
Corona's  PWP  3800  comes  with  a  12"  monitor,  Quiet 
Printing  System,  MS  DOS®  compatibility,  and  the  75,000 
Word  Dictionary/Grammer  -  Right  System®. 

•  Office  Automation  Products  • 

10.  Panasonic  Communications  &  Systems  Co.  - 

Please  contact  Panasonic  Office  Automation  for  the  latest 
product  catalog  at  #1  -800-742-8086. 

•  PCs* 

11.  Compaq  Computer  Corporation  -  Compaq  Computer 
Corporation  is  a  world  leader  in  the  manufacture  of  PC 
servers,  desktop,  portable,  laptop  and  personal  computers, 
and  network  laser  printers.  Compaq  also  offers  a  broad 
range  of  service  and  support  programs  including  free  tech- 
nical support  through  the  customer  service  center. 

12.  Dell  Computer  Corporation  -  Dell  Computer 
Corporation,  a  Fortune  500  company,  markets,  manufac- 
tures, designs,  develops,  services  and  supports  a  full  line 
of  server,  desktop  and  portable  computing  solutions. 

13.  NEC  USA,  Inc.  -  NEC  produces  a  complete  line  of 
award-winning  Multi-Sync  monitors  that  are  also  compati- 
ble with  Mac  ll/Quadra™  family  systems,  PCs  and  most 
workstations. 

14Tandy  Sensation™  Multimedia  PC  -  An  incredible 
new  486SX-based  computer  that  offers  a  captivating  blend 
of  sights,  sound  and  action  that  makes  other  PCs  seem 
absolutely  primitive  by  comparison. 

•  Power  Protection  • 

15.  Exide  Electronics  -  Powerware®  UPS  Power  protec- 
tion systems  and  Powercare®  Services  packages  protect 
against  power  disturbances  to  maximize  computer  system 
performance  from  the  smallest  PC  to  the  largest  facility. 

•  Printers  • 

16.  Compaq  PageMarq  15  and  Compaq  PageMarq  20 

-  COMPAQ  PAGEMARQ  Laser  Printers  set  a  new  standard 
for  networking  features.  That's  why  BIS  Strategic 
Decisions  awarded  them  Outstanding  Mid-Range  Printers 
of  1992. 

•  Systems  • 

17.  Unisys  Corporation  -  Unisys  Corporation  is  a  leading 
information  systems  company  with  60,000  customers  in 
more  than  100  countries.  The  company  is  a  major  supplier 
of  commercial  systems,  defense  systems  and  related  ser- 
vices. 

•  Value  Added  Reseller  • 

18.  MicroAge  -  Founded  in  1976,  MicroAge,  Inc.  markets 
and  distributes  information  technology  products  and  ser- 
vices, including  microcomputer  systems,  workstations, 
networking,  telecommunications  equipment,  software, 
related  products  and  services. 


SOFTWARE 


Project  Management ' 


19.  Primavera  Systems,  Inc.  -  Primavera  provides  a  full 
line  of  project  management  software  for  planning  critical 
path  scheduling,  resource  management,  graphics,  cost  con- 
trol, performance  measurement,  contract  control,  and  risk 
analysis. 


IMAGING 


20.  Anacomp  -  Anacomp  specializes  in  cost-effective 
imaging  and  information  management  solutions.  Our  innov- 
ative micrographics  systems,  software,  and  services  help 
companies  increase  productivity,  improve  customer  ser- 
vice, and  cut  costs. 

•  Business  • 

21.  Motorola  -  Powered  by  Motorola  is  a  branding  pro- 
gram open  to  companies  who  make  industry-acclaimed 
innovative  products  using  Motorola's  processors  and  mem- 
ories. For  more  information,  call  (612)  891-2085. 

•  Information  Technology  • 

22.  EDS  -  EDS  is  the  world  leader  in  applying  information 
technology  to  help  its  customers  succeed  —  customers 
benefit  from:  consulting,  planning,  integration,  implemen- 
tation, and  management  expertise. 


SERVICES 


•  Consultants  • 

23.  Bull  Worldwide  Information  Systems  -  Bull's 
Distributed  Computing  Model  is  a  blueprint  for  systems 
integration  that  provides  access  to  new  technologies  while 
capitalizing  on  existing  investments. 

•  Open  Systems  Tools  • 

24.  X/Open  Company  Ltd.  -  X/Open  is  an  international, 
independent  open  systems  organization  dedicated  to 
developing  an  open,  multi-vendor  specification  for  open 
systems,  based  on  defacto  and  international  standards. 

•  Publications  • 

25.  Halsey  Publishing  Company  -  1992  Simmons 
research  ranks  Delta's  Sky  Magazine  the  #1  inflight;  #1 
with  business  buyers  of  PCs,  minis,  mainframes  and  soft- 
ware. For  a  media  kit,  call  Rosa  Ricardo,  (800)  523-6809; 
Fax  (305)  493-8887. 


SOFTWARE 


•  Databases  • 

26.  CA-dBFast™  -  CA-dBFast  from  Computer  Associates 
Intel  is  the  only  dBase  database  and  language  for  win- 
dows. For  a  free  demo  disc,  call  1-800-CALL  LAI  today. 

27.  Informix  Software,  Inc.  -  Informix  products  include 
powerful  distributed  database  management  systems, 
robust  application  development  tools,  and  graphical  and 
character-based  productivity  software  for  delivering  infor- 
mation to  every  significant  desktop  platform. 


•  Insurance  • 

28.  Royal  Insurance  -  Royal  Insurance,  a  leading  writer 
of  property  and  casualty  insurance,  offers  a  comprehensive 
program  of  coverage  for  information  systems  and  medical 
diagnostic  equipment.  For  specific  information,  contact 
"Ned"  Leber  (704)  522-2880. 


FOR  FREE  INFORMATION,  PLEASE  SEND  IN  YOUR  ADVERTISER  INFORMATION  PLUS  CARD  TODAY! 
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CORPORATION 

What  does  your  company  need  to  do  to 

survive  and  thrive  in  the  Information  Age?  It  begins 

with  a  new  kind  of  product,  a  virtual  product — 

virtual  being  an  enduring  term  in  the  electronics  industry 

to  signify  an  entity  or  experience  that  perpetually 

adapts  to  the  needs  of  its  user.  But  here's  the  rub: 

it  takes  a  virtual  company  to  create  a  virtual  product. 


^ 


Virtual  Corp. 


If  history  is  any  guide,  business  rev- 
olutions are  shocking  experiences. 
They  reconfigure  the  very  fabric  of 
society.  They  change  art  and  literature, 
personal  relations  and  politics.  Consider 
that  in  the  two  centuries  after 
the  Industrial  Revolution, 
the  composition  of 
America's  economy 
converted  from  pre- 
dominantly agricultural  to  predom- 
inantly industrial.  That  in  turn  precip- 
itated the  great  migration  from  village 
to  city,  the  rise  of  the  novel,  the  cre- 
ation of  modern  art  and,  horribly,  the 
invention  of  the  totalitarian  state. 

The  virtual  revolution  may  well  be 
as  fundamental  and,  ultimately,  as 
sweeping.  In  the  short  term,  early  evi- 
dence suggests  that  at  the  least  it  offers 
a  quantum  jump  in  productivity. 
George  Stalk  and  Thomas  Hout,  study- 


Sears,  Sun  Microsystems  to  computer 
workstations.  All  of  this  argues  that 
in  any  given  market  the  opportunity  to 
join  the  virtual  corporation  is  brief — 
and  that  after  the  first  company  has 
jumped  through,  the  window  closes 
very  fast. 

What  does  your  company  need  to 
do  to  survive  and  thrive  in  this  period 
of  transition?  Or,  if  you  are  an  investor, 
in  what  businesses  should  you  be  bet- 
ting your  money?  And,  if  you  are  a 
supplier,  distributor  or  retailer,  what 
should  you  be  demanding  of  your  man- 
ufacturer or  service  supplier? 

It  begins  with  a  new  kind  of  prod- 
uct. We  call  it  a  virtual  product — 
virtual  being  an  enduring  term  in  the 
electronics  industry  to  signify  an  enti- 
ty or  experience  that  perpetually  adapts 
to  the  needs  of  the  user.  Virtual  prod- 
ucts, or  services  (the  two  will  become 


The  most  obvious  difference  between  the  virtual  corporation  and 
its  predecessor  is  that  the  former  will  be  much  "flatter,"  with  the 
many  layers  of  traditional  middle  management  replaced  by  enormous, 
technology-aided  spans  of  control  by  top  management.  Peter  Drucker  likens  this 
expanded  reach  to  conducting  an  orchestra.  Some  management  theorists  have 
suggested  that  these  control  spans  may  reach  into  the  hundreds  of  employees. 


ing  operations  as  diverse  as  Citicorp 
Mortgage,  Thomasville  Furniture  and 
Atlas  Industrial  Doors,  found  that  each, 
upon  implementing  time-based  strate- 
gies, grew  three  times  as  fast  as  their 
competitors  and  enjoyed  five  times  as 
much  profitability.  In  essence,  they 
overran  their  markets,  stole  the  best 
customers,  increased  the  loyalty  of  the 
customers  they  already  had  and 
became  the  leading  industry 
innovators.  Most  importantly, 
their  very  success  all  but 
closed  off  the  business  to 
competition.  At  best,  only  one 
or  two  competitors,  running  as  fast 
as  they  could,  could  stay  in  the  game. 
The  rest  were  doomed. 

The  same  thing  is  happening  in 
scores  of  other  markets.  Look  what  the 
Mazda  Miata  did  to  the  sports  car  mar- 
ket, Nordstrom  to  Macy's,  Wal-Mart  to 
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increasingly  indistinguishable),  might  be 
called  "mass-customized"  products. 
They  are  characterized  by  a  high  infor- 
mation content  and  heavy  customer 
participation  in  their  creation.  Virtual 
products  may  be  created  at  centralized 
locations  (as  are  Japan's  planned  cus- 
tomer-designed four-day  cars),  at  hun- 
dreds of  small  manufacturing  sites  (lens 
grinding  at  Pearle  Vision  Express  and 
Lenscrafters)  or  at  the  user's  desk  (as 
with  Actel's  and  Xilinx's  programma- 
ble gate  array  circuits).  In  many  cases, 
virtual  products,  as  they  are  used,  will 
gather  information  about  the  user  and 
modify  their  functions  to  match  his  or 
her  needs  (as  with  some  personal  com- 
puter software).  Others,  as  ATMs  do 
already,  will  act  as  information-gath- 
ering nodes  to  help  the  vendor  track 
usage  and  improve  service. 

While  there  will  always  be  com- 


modities, it  is  easy  to  imagine  that 
any  goods  or  service  differentiated  by 
anything  more  than  price  will,  because 
of  competition,  have  to  become  more 
virtual.  But  to  accept  that  is  to  face 
head-on  the  central  dilemma  of  this 
new  business  transformation:  you  can't 
build  virtual  products  without  a  virtu- 
al company. 

Becoming  a  virtual  corporation, 
because  it  is  so  synergistic,  is  not  some- 
thing that  can  be  done  piecemeal. 
Rather,  it  must  take  place  across  a 
wide  front.  To  appreciate  what  this 
means,  we  need  to  look  more  closely 
both  inside  and  outside  the  virtual  cor- 
poration— recognizing  that  those  two 
locations  are  not  as  precisely  drawn 
as  they  are  for  traditional  corporations. 

First,  outside.  The  virtual  corpora- 
tion is  in  many  ways  a  metacorpora- 
tion.  That  is,  its  sphere  of  influence 
extends  upward  through 
its  suppliers  and  down- 
ward through  its  distribution 
and  retail  channels  and  even  to  the 
end-users.  The  most  descriptive  term 
for  this  new  relationship  is  co-destiny. 
All  of  the  players  in  the  process  or  cre- 
ation, delivery  and  use  will  willingly 
surrender  a  measure  of  freedom  and 
mobility  in  exchange  for  shared  bene- 
ficial results. 

For  example,  take  suppliers.  A  man- 
ufacturer cannot  move  fast  enough  to 
create  and  maintain  virtual  products 
unless  its  suppliers  can  not  only  meet 
its  needs,  but  anticipate  them.  This  can 
occur  only  if  the  suppliers  are  privy 
to  the  manufacturer's  future  product 
plans,  market  strategies,  even  finan- 
cials — a  degree  of  outside  access  that 
would  dry  the  throats  of  most  modern 
executives.  Furthermore,  to  be  prop- 
erly responsive,  the  supplier  will  near- 
ly have  to  dedicate  its  production  to 
that  one  supplier,  perhaps  (as  some  air- 
craft equipment  suppliers  have  done) 
move  into  physical  proximity  to  I  hat 
customer,  and  even  aid  that  customer 
in  market  research.  In  return  for  those 
sacrifices,  the  supplier  will  expect  sole 
sourcing. 

Such  a  tight  co-destiny  relationship 
will  not  be  possible  with  the 

vast  supplier  rolls  currently 
enjoyed  by  many  large  cor- 
porations,   lists    will    he 
slashed     as  they  already 
have  been  at  compa- 
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nies  such 
as  Xerox,  and 
now,  GM — and  only  those  suppliers 
with  the  capabilities,  including  com- 
parable information  systems  and  com- 
puterized equipment,  will  survive  the 
cut. 

By  the  same  token,  distributors  and 
retailers  will  assume  more  information- 
gathering  responsibilities  and  narrow 
their  lines  (partly  to  gain  the  neces- 
sarily greater  expertise  in  those  prod- 
ucts to  properly  serve  a  very  demand- 
ing customer  base)  in  exchange  for 
greater  exclusivity  and  more  timely 
deliveries  and  for  being  more  privy  to 
the  manufacturer's  plans.  That's  what 
Levi  Strauss  (Levi  Link)  and  Rubber- 
maid are  already  doing  with  their  com- 
puter linkups  to  retailers'  point-of- 
sale  systems. 

In  the  semiconductor  and  PC  indus- 
tries, this  process  has  already  begun  in 
earnest.  And,  while  supermarkets  and 
department  stores  may  never  restrict 
their  offerings  to  a  handful  of  products, 
they  certainly  are  already,  thanks  to  the 
complexities  of  bar  code  inventory  sys- 
tems, limiting  their  offerings  in  subcat- 
egories and  in  promotions — a  process 
that  will  accelerate  as  clothes  makers 
and  food  processors  begin  to  use  these 
point-of-sale  systems  to  reward  loyal 
customers  with  discounts  and  gifts. 

But  the  most  interesting  change 
wrought  by  the  revolution  to  virtual 
corporations  will  be  with  the  consumer. 
It  is  already  becoming  apparent  in 
many  industries  that  the  press  of  com- 
petition is  cutting  deeply  into  profits. 
Combine  that  with  the  costs 
involved  in  creating  virtual 
products,  in  gathering  and  main-      \ 
taining  massive  amounts  of  customer 
data  and  in  training  users  to  gain  max- 
imum effectiveness  from  these  prod- 
ucts, and  it  is  likely  that  many  com- 
panies will  npt  see  a  real  return  on 
their  investments  for  several  product 
generations. 

Thus,  one  can  imagine  virtual  cor- 
porations doing  almost  anything  to  keep 
customers  for  life.  One  way  to  do  this 
is  implicit  in  the  virtual  product:  the 
amount  of  participation  by  the  user  in 
the  creation  of  the  product  becomes  an 
ever  greater  obstacle  to  abandoning 
its  use  for  a  competing  product.  We  can 
see  that  already  in  personal  computers. 
How    many    IBM   PC  users,    having 


If  Badger  Meter 
Can  Do  It... 


The  true  test  of  the  virtual  corporation 
model  is  not  whether  it  can  be  implement- 
ed in  some  dynamic  young  technology 
company  that  is  accustomed  to  radical 
change,  but  whether  it  can  be  used  to 
transform  a  mature,  even  staid  company 
into  a  powerful  industry  competitor. 

Badger  Meter  Inc.,  founded  in  1905 
and  based  in  Milwaukee,  Wis.,  is  a  more 
than  $85  million  maker  of  flow  measure- 
ment and  control  equipment.  In  other 
words,  meters,  for  city  water  mains,  oil  and 

ral  gas  pipes  and  private  homes.  It  is  a 
union  shop,  and  many  employees  have 

rked  for  the  company  for  decades. 

Leading  the  virtual  charge  is  Robert  D. 

n,  president  of  the  company's  Utility 

ision.  Belan  looks  exactly  like  a  division 
president  of  a  Milwaukee  valve  company, 
but  his  soul  is  as  radical  as  that  of  any 
bomb  thrower. 

Every  morning  on  Badger's  meter  manu- 
facturing line,  the  materials  analyst  starts  the 
day  by  taking  the  previous  day's  orders 
and  keying  in  which  and  how  many  of  the 
more  than  100  different  meter  housings  he 
desires  and  from  which  materials — brass, 
bronze,  steel,  aluminum  or  plastics — he 
wants  them  made.   His  orders  are  then 
transmitted  to  a  multicell  Continuous  Flow 
Manufacturing  (CFM)  system  that  allows 
products  and  documentation  to  smoothly 
I,  "flow"  through  linked  process  steps  rather 
than  pile  up  in  batches  awaiting  the  next 
discrete  step. 

With  CFM,  Badger  builds  its  meters  to  the 
pull  of  customer  demand  rather  than  the  push 
of  market  forecasting.  Automatic  inspection 
during  the  production  process  assures  that 
the  finished  meter  works  right  the  first 
time — resulting  in  unprecedented  qual- 
ity levels  and  customer  satisfaction. 
But  speed  is  the  most  impressive 
feature  of  CFM.  With  stand-alone  produc- 
tion units,  Badger  used  to  take  1  2  weeks 
to  set  up  and  fixture  a  production  casting 
run.  The  CFM  system  now  does  the  same 
job  in  six  minutes.  This  acceleration,  com- 
bined with  new  CAD  tools,  has  enabled 
Badger  to  move  quickly  into  new  high- 
information-content,  value-added  products, 
such  as  phone-line  automatic  meter-reading 
systems,  and  to  become  the  only  company 
to  date  to  sell  a  radio  frequency  (RF)  auto- 


mated meter  reader. 

Just  implementing  flexible  manufacturing 
would  be  impressive  enough  for  a  compa- 
ny like  Badger.  But,  says  Belan,  recogniz- 
ing that  these  changes  in  manufacturing 
ultimately  demand  changes  in  the  entire 
organization,  "we've  addressed  the  entire 
business,  from  investment  in  technology  to 
field  and  market  intelligence  to  integration 
and  networking  via  new  systems  to  such 
issues  as  employee  trust." 

Recognizing  that  the  manufacturing  sys- 
tem was  only  as  good  as  the  order  infor- 
mation system  that  supports  it,  Badger  has 
installed  a  new  computer-based  business 
information  system  to  run  parallel  with  the 
manufacturing  line  and  monitor  the  entire 
process  from  the  receipt  of  the  purchase 
order  to  the  shipment  of  the  finished  prod- 
uct. The  front  end  of  this  system,  when  com- 
pleted, will  be  laptop  computers.  For  exam- 
ple, at  the  company's  plastic  molding  plant 
in  Rio  Rico,  Ariz.,  operators  have  been 
given  full  responsibility  for  all  aspects  of 
product  production,  including  ordering  sup- 
plies, creating  work  schedules  and  enforc- 
ing quality  control.  Says  team  leader 
Manuel  Garcia,  "I  feel  we  work  better  as  a 
team.  You  aren't  alone  and  you  can  share 
ideas  and  be  more  involved  in  the  prod- 
uct." The  Rio  Rico  program  has  worked  so 
well  that  Badger  is  implementing  it  through- 
out the  company. 

Badger's  success  belies  the  notion  that 
unions  will  always  be  too  hidebound  and 
reactionary  ever  to  accept  the  job  responsi- 
bility and  fluidity  of  virtual  corporations.  Here 
Belan  admits  to  being  lucky:  "We've  had 
excellent  relations  with  our  union  local  and 
made  our  decisions  with  their  direct  partici- 
pation." Even  the  international  union,  he 
adds,  has  been  cooperative. 

Despite  a  recession,  Badger's  sales  have 
jumped  33  percent  in  the  last  five  years.  Not 
bad  for  a  90-year-old  company.  And  prov- 
ing just  how  spry  Badger  has  become,  it  has 
now  embarked  on  a  program  t'at  structures 
management  into  teams  that  will  have  full 
profit  responsibility  for  product  segments  man- 
ufactured by  CFM  "plants  within  plants."  And 
that's  only  the  start.  Badger  is  also  looking  at 
expanding  its  computerized  customer  service 
and  field  sales  programs  into  systems  that 
allow  customers  to  help  design  their  own 
products — virtual  products. 

If  it  can  happen  to  an  old  Milwaukee 
meter  maker,  surely  it  can  happen  to  you, 
or  anywhere.  — M.M. 
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Virtual  Corp. 


A  Virtual  Checklist: 
How  Do  You  Rank? 

Product  Development — Computer- 
aided  design;  computer  simulation; 
heavy  customer  and  supplier  design 
input;  linked  design  teams. 

Product  Manufacturing — Flexible 
manufacturing  systems;  computer-integrat- 
ed manufacturing  (only  where  practical); 
work  teams;  kaizen  continuous  improve- 
ment and  just-in-time  inventory;  total  quali- 
ty control;  on-site  supplier  participation; 
decentralized  production  and  customer 
participation  (where  possible);  products 
produced  instantly  in  response  to  demand. 

Virtual  Products — High  information 
content;  continuously  adaptive  to  user; 
heavy  customer  participation  in  produc- 
tion; serve  (when  possible)  as  a  learning 
mode  for  subsequent  products. 

Channel  Relationships — 

Codestiny  with  suppliers,  distributors 
and  retailers;  shared  strategic  and  finan- 
cial data;  reduced  supplier  lists;  dynam- 
ic multiventuring  (where  practical);  sole 
sourcing  and  "reverse  marketing"  to  sup 
pliers;  electronic  data  interchange;  cross- 
investments;  point-of-sale  information 
tracking;  distributor/retailer  training. 

Management — Reduced  middle 
management;  enlarged  spans 
of  control;  broadband 
MIS;  greater  delegation  of 
decisionmaking  to  line  workers; 
outcome  (not  task)  organization;  partici- 
pative management;  revised  reward  sys- 
tem and  reduced  perquisites  of  power; 
the  CEO  as  premier  generalist/vision- 
ary/communicator. 

Employees — Continuous  training  and 
the  worker  as  "learner";   use  of  work 
teams;  continuously  changing  job 
descriptions;  performance  rewards; 
increased  decisionmaking  powers  and 
responsibility  for  customer  relations; 
greater  job  security  and  reduced  trans- 
ferability of  skills  to  new  employees. 

Organizations — Flatter,  edgeless; 
on-site  employees  of  suppliers  and  dis- 
tributors; more  centralized  management 
for  the  few  remaining  staff  positions; 
in-house  "universities"  for  training. 


invested  considerable  time  and 
money  buying  Windows  and 
applications  software  and  joining 
users'  groups  and  subscribing  to  PC- 
oriented  magazines,  are  going  to  switch 
to  the  Apple  Macintosh,  and  vice  versa? 

But  that  alone  may  not  be  enough, 
especially  when  losing  a  customer  wijl 
mean  trying  to  find  a  replacement  from 
a  picked-over  population  that  has  been 
reduced  to  the  disenchanted  ex- 
customers  of  one's  most  incompetent 
competitors.  For  that  reason,  we  are 
likely  to  see  a  reorientation  of  mar- 
keting and  its  servant,  marketing  com- 
munications. 

Mass  marketing,  advertising  and 
public  relations  were  created  at  the 
beginning  of  this  century  to  convert  a 
populace  accustomed  to  heterogeneous 
custom  goods  to  the  advantages  of 
homogeneous  mass  goods.  With  this 
task  completed  by  midcentury,  these 
disciplines  evolved  into  the  business  of 
locating  and  prospecting  new  customer 
populations. 

But  in  an  economy  of  virtual  cor- 
porations, there  won't  be  any  new  cus- 
tomer populations — except  for  the 
young,  and  it  is  telling  that  a  number 
of  major  companies,  such  as  Delta  Air- 
lines, Apple  and  Hyatt  Hotels  have 
already  begun  to  target  this  last 
untapped  market. 

So,  instead,  marketing  and  marcom 
in  the  virtual  corporation  will  have  to 
turn  inward,  cultivating  and  growing 
the  existing  customer  base,  acting  as 
the  company's  eyes  and  ears  for  cus- 
tomer tastes,  frustrations  and  desires, 
and,  conversely,  acting  as  the  conduit 
by  which  the  company  passes  on  infor- 
mation and  rewards  to  its  loyal  cus- 
tomers. Needless  to  say,  this  is  hardly 
the  work  for  which  most  contemporary 
marketing  professionals  have  been 
trained,  and  so  it  is  likely  that  corpo- 
rate marketing  departments  and  inde- 
pendent advertising  and  public  relations 
agencies,  unless  they  too  virtualize,  will 
be  among  the  first  victims  of  the  new 
industrial  revolution. 

Inside  the  company,  the  changes  in 
relationships  will  be  even  greater. 
With  customers  and  suppliers  inter- 
penetrating the  organization,  partici- 
pating in  planning  and  decisionmaking, 
with  the  company's  own  employees 
working  inside  the  walls  of  distributors 
and  even  retailers,  traditional  org  charts 


will  quickly  become  obsolete. 

The  most  obvious  difference 
between  the  virtual  corporation  and  its 
predecessor  is  that  the  former  will  be 
much  "flatter,"  with  the  many  layers  of 
traditional  middle  management 
replaced  by  enormous,  technology- 
aided  spans  of  control  by  top  man- 
agement. Peter  Drucker  likens  this 
expanded  reach  to  conducting  an 
orchestra,  and  some  of  the  more 
extreme  management  theorists  have 
suggested  that  these  control  spans  may 
reach  into  the  hundreds  of  employees. 

That's  debatable.  But  certainly 
something  is  already  going  on  in  Amer- 
ican business,  as  companies  have  begun 
to  downsize  by  eliminating  their  mid- 
dle ranks.  This  will  undoubtedly  con- 
tinue through  the  decade. 

But  eliminate  middle  management 
and  you  risk  getting  clotheslined.  At 
the  top,  senior  executives,  especially  the 
CEO,  must  learn  to  live  with  a  con- 
tradiction: they  will  have  to  know  more 
about  the  company  than  they  do  now, 
but  at  the  same  time  exercise  less  con- 
trol— a  loss  of  power  that  will  cause 
endless  resentment. 

On  the  line,  the  task  will  be  equal- 
ly great.  Employees  will  need  to  be 
continuously  trained  (not  an  easy 
trick  in  the  face  of  changing 
demographics)  and  capable  I 
of  adapting  to  an  environ- 
ment in  which  they  may  go 
to  work  each  day  not  knowing  what 
their  job  will  be.  They  will  also  have 
to  take  on  greater  decisionmaking,  even 
customer  relations — responsibilities 
many  line  workers  may  resist.  Pro- 
gressive companies  throughout  the 
world,  from  Motorola  to  BMW,  are 
establishing  "universities"  to  teach  their 
employees  these  new  tasks. 

Unfortunately,  few  unions  appear 
ready  for  this  kind  of  change — though 
it  should  be  noted  that  where  enlight- 
ened unions  have  accepted  co-destiny 
with  their  companies,  as  a  Carnegie- 
Mellon/MIT  study  of  1,000  manufac- 
turing plants  discovered,  productivity 
has  actually  exceeded  that  of  nonunion 
shops.  Those  unions  that  do 
recognize  the  changes  occur- 
ring around  them  have  an 
important  role  to  play;  those 
that  refuse  to  adapt  will 
destroy  their  companies  and 
themselves. 


106 


Forbes  ASAP 


J 


ust  as  it  is  impossible  to  create  a 
virtual  corporation  one  department 
at  a  time,  so  too  is  it  unlikely  that 
one  can  build  a  new  economy  one  vir- 
tual corporation  at  a  time.  In 
other  words,  even  if  you  agree 
with  everything  we've  just 
written  and  set  out  to 
virtualize  your  company, 
it  still  may  be  a  hope- 
less effort  unless  soci- 
ety itself  becomes  a  hos- 
pitable place  for  your 
kind. 

The  good  news  is  that 
the  United  States  has  the 
best  combination  of  ingredients  to  do 
just  that.  Japan,  by  emphasizing  its 
strengths  in  organization  and  discipline, 
pulled  ahead  in  the  race  to  a  virtual 
economy.  But  now  it  faces  far  more 
intractable  problems  regarding  xeno- 
phobia and  racism — that  is,  trust.  The 
hierarchical,  anti-entrepreneurial  nature 
of  European  society  also  works  against 
independent  thinking  and  trust.  Only 
the  U.S.  has  the  proper  combination 
of  fluid  social  structure,  individualism 
and  inclusiveness  needed  to  complete 
the  transition. 

The  bad  news  is  that  despite  these 
cultural  advantages,  the  United  States 
is  woefully  unprepared  for  the 
demands  that  will  be  made  by  a  vir- 
tual economy.  Our  educational  system 
is  an  acknowledged  failure  at  just 
teaching  our  children  basic  skills,  much 
less  the  kind  of  intellectual  flexibility 
and  problem-solving  abilities  that  will 
be  required.  Our  communications 
infrastructure  is  unprepared  to  deal 
with  the  sort  of  broadband  informa- 
tion-gathering and  dissemination  need- 
ed. Our  legal  system  works  against 
business  relationships,  is  too  slow  to 
deal  with  the  contractual  needs  of  fast 
companies  and  supports  a  body  of  tort 
law  that  is  killing  off  entire  indus- 
tries. And  our  government  not  only 
seems  to  have  little  idea  about  what 
is  happening  in  industry  but,  in  the 
case  of  capital-gains  law,  is  actively  try- 
ing to  undermine  it. 

Becoming  a  virtual  corporation  will 
-likely  be  the  biggest  challenge  your 
-ompany  ever  .faces.  It  will  be  a 
tragedy  if,  after  many  sacrifices  and 
risks,  you  are  finally  able  to  reach  up 
tor  that  goal — only  to  find  the  ladder 
ulled  from  beneath  your  feet.        ®£ 


Pro 


The  Virtuous  Virtuals 

The  following  list  contains  just  some  of  the 
best-known  firms  that,  through  faster 
product  design  cycles,  computer-inte- 
grated manufacturing,  new  kinds  of 
employee  organizations,  revised 
supplier/distributor/ retailer  rela- 
tions or  superior  customer  ser- 
vice, stand  as  models  for  some 
part  of  the  emerging  virtual 
corporation. 

Atlas  Industrial  Door— Went  "fast"  and 
started  delivering  out-of-stock  orders  in  four 
weeks,  instead  of  the  industry  average  of 
four  months. 

Benetton — Its  experiments  with  new 
marketing  forms  suggest  that  it  understands 
the  changing  nature  of  consumers; 
its  brilliant  (literally)  system  of  custom- 
dyeing  to  market  demand  proves  that  it 
understands. 

Cincinnati  Milacron — At  its  experimental 
plant,  workers  threw  out  their  time  cards  and 
worked  as  independent  teams.  Absenteeism 
and  employee  complaints  both  fell  almost  to 
zero.  Surprise!  Surprise! 

Corning  Glass — Organized  its  R&D 
scientists  and  engineers  into  quality  control 
work  teams — the  very  idea! — and  in  four 
years  saved  $2 1  million  and  doubled  return 
on  equity. 

Cypress  Semiconductor — CEO  T.  J. 

Rodgers  uses  sophisticated  MIS  to  take 
Management  by  Objective  to  its  ultimate 
conclusion:  weekly  goals  for  every  employee. 

DuPont — Its  Kalrez  plastic  line  fought  off 
Japanese  rivals  through  fast  cycle  times, 
reduced  lead  times  and  improved  on-time 
deliveries. 

Eastman  Kodak — In  one  of  the  most 
remarkable  quality-control  stories  of  our  time, 
in  1 0  years  Kodak  reduced  the  defect  level 
in  its  manufacture  of  plastic  tips  for  blood- 
analyzer  machines  from  2,700  per  million 
to  2 — and  those  two  were  defective  only 
because  the  package  had  been  improperly 
closed.  Meanwhile,  at  company  head- 
quarters, management  levels  were  cut 
from  1  3  to  4. 

General  Electric — Its  circuit  breaker  and 
former  locomotive  (now  motor  frame) 
operations  are  masterpieces  of 


adaptability,  international  competitiveness 
and  customer  responsiveness. 

General  Mills  (Lodi,  Calif.,  cereal 
plant) — Work  teams  have  so  increased 
productivity  that  the  night  shift  can  run 
without  supervision. 

Hewlett-Packard— Set  the  model  for  JIT 
in  the  U.S.,  then  tweaked  it  still  higher  by 
rethinking  its  supplier  relationships.  And,  of 
course,  this  company  has  spent  50  years  as 
the  example  of  trust  in  employees. 

Lenscrafters  (subsidiary  of  U.S.  Shoe) — 
Its  on-site,  fast  manufacturing  at  more  than 
500  outlets  has  made  these  guys 
synonymous  with  the  new  corporation. 

Levi  Strauss — Its  Levi  Link  network 
installed  at  major  customers  allows 
inventories  to  be  replenished  without  even 
being  ordered,  and  has  helped  Levi  cut 
jeans  production  and  delivery  times  in  half. 

Motorola — Set  the  example  for  employee 
education  (Motorola  University),  as  well  as 
showing,  with  its  Bandit  pager,  how, 
through  computer  order  entry,  flexible 
manufacturing,  robotics  and  trained 
employees,  U.S.  firms  can  still  compete  in 
commodity  electronics  markets. 

NCR  (Cambridge,  Ohio,  plant)— Used  CAD 
to  develop  a  new  point-of-sale  terminal  with 
85-percent  fewer  parts,  65-percent  fewer 
suppliers  and  75-percent  less  assembly  time. 

Otis  Elevator — Enlists  architects  in  the 
design  process  by  giving  them  terminals  to 
specify  the  elevators  they  want. 

Solectron — Silicon  Valley's  first  Malcolm 
Baldrige  Award  winner  has  managed  to 
produce  superior  quality  in  its  PC  board-stuff- 
ing operations  while  dealing  with  one  of  the 
most  polyglot  work  forces  in  America. 

Wal-Mart — You  may  think  its  extraordi- 
nary success  comes  from  location,  size  and 
prices.  We  think  it  comes  from  t'ie  best 
information-management,  order-entry  and 
inventory-control  system  in  retailing. 

Xerox — Reduced  its  supplier  base  by  90 
percent,  trained  the  rest,  cut  product 
development  time  by  50  percent,  reduced 
defects  by  99  percent,  drove  off  the 
Japanese  and  won  the  Baldrige.  Not  bad 
for  a  mature  giant. 
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As  you  can  see,  our  employees  are  a  passionate  lot.  Who  else  would  give  up  (voluntar- 
ily mind  you)  a  day  on  the  open  road  to  spend  it,  instead,  glued  to  a  new  systemboard 
design?  And  the  results  of  this  passion?  Look  no  further  than  the  AST  PowerExec™  A 
notebook  that  actually  adapts  to  the  work  habits  of  the  user-powering  down 


selected  functions  between  keystrokes  and  other  periods  of  system 


inactivity.  The  power  saved  can  then  be  used  to  upgrade  the 


PowerExec  in  ways  previously  only  seen  in  desktops.  We  call 


it  Intelligent  Power  Management,  and  it's  just  one  of  the  break- 


throughs that's  made  us  a  Fortune  500  firm  with  sales  over  $  1  billion.  Proof  that  when 
you'd  rather  hover  over  a  keyboard  than  a  set  of  handlebars,  anything  can  happen. 
Discover  how  our  obsession  can  meet  your  PC  needs.  Call  800-876-4AST. 


AST,  COmPLTTER 

The  Product  Of  Our  Obsession. 
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POWEREXEC 


SMART 

Intel  386SL/25  or  486SL/25 

microprocessor,  with  AST  Intelligent 

Power  Management. 


POWERFUL 
4MB  of  RAM,  64KB  cache. 


FLEXIBLE 

Flash  BIOS,  Removable  Hard  Drive, 
Docking  Stations,  Security  Locks. 


VERSATILE 
Two  credit-card-sized,  industry- 
standard  PCMCIA  slots 
for  simultaneous  connectivity 
to  networks,  modems,  faxes 
and  other  peripherals. 


UPGRADABLE 

To  Intel  486SL  (32-bit,  3.3-volt) 

processor.  Removable  Hard  Drives 

to  200MB,  RAM  expansion  to 

20MB,  optional  passive  and 

active  color  displays. 


RESPONSIVE 

To  learn  more,  call 

800-876-4AST (4278).  We'll  answer 

your  questions  right  away. 


FAST 

1958  Harley  Davidson 

Duo-Glide  Panhtad  1200cc 

V-Twin  with  swingarm  frame. 

Optional,  of  course. 
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CAN  YOUR  ENTERPRISE 
KEEP  UP  WITH  YOUR 
STRATEGIC  VISION? 


THE  MOST  COST-EFFECTIVE 
WAY  TO  IMPLEMENT 
STRATEGIC  CHANGE. 


Prepared  by  X/Open, 
The  International,  Not-For-Profit 
Organization  For  Open  Systems. 
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f3  e-engineering  your  organization  to  meet  the  chal- 
lenges of  the  1990s  is  one  of  the  most  difficult  tasks  facing  top 
executives.  Open  systems  are  proven  to  be  the  most  flexible 
and  cost-efficient  way  to  enable  strategic  change.  Without 
jeopardizing  your  current  IS  investment. 

But  in  order  to  move  safely  to  open  systems,  you  need 
a  standard  you  can  count  on.  That's  where  X/Open™  comes  in. 
We're  an  independent,  not-for-profit  consortium  of  end-users, 
and  just  about  every  major  international 
system  and  software  vendor.  We  don't  sell 
products.  We  provide  the  information 
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and  tools  to  ensure  that  open  systems  are  truly  open. 

The  X/Open  brand  means  that  a  product  has  passed 
our  stringent  tests  for  conformance  to  open  systems  standards. 
And  that  the  supplier  guarantees  future  conformance.  Insist 
on  the  X/Open  brand,  and  your  enterprise's  capabilities 
will  never  have  to  lag  behind  your  vision. 

Our  free  brochure  details  the  compelling  business  argu- 
ments for  using  open  systems  to  implement  strategic  change. 
For  a  copy,  call  1-800-568-OPEN  in  the  US 
and  Canada,  or  +1-818-898-3886  inter- 
nationally. It's  required  reading  for  the  1990s. 
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The  World's  Standard  For  Open  Systems* 

©  1992,  X/Open  Company,  Lid  All  rights  reserved  X/Open  and  the  X  device  are  trademarks  of  X/Open  Company  Ltd.  in  the  U  K  and  othet  countries 


hilip  Hope,  divisional  vice-president  for  engi- 
neering systems  at  Dallas-based  Electronic 
Data  Systems  Corp.,  has  an  IQ  problem.  His 
chief  client  and  owner,  General  Motors,  wants 
to  interconnect  thousands  of  three-dimensional 
graphics  and  computer-aided  engineering 
CAE)  workstations  with  mainframes  and  supercomputers 
it  headquarters  with  automated  assembly  equipment  at 
factories  in  Lordstown,  Ohio,  and  Detroit,  and  with  other 
Dowerful  processors  at  GM's  technical  center  in  Warren, 
vlich.,  at  its  Opel  plant  in  Ruesselheim,  Germany,  and  at 
ts  design  center  outside  San  Diego.  On  behalf  of  anoth- 
er client,  Hope  wants  to  link 
nultimedia  stations  for 
•emote  diagnostics,  X-ray 
nalysis  and  pharmaceuti- 
cal modeling  in  hospitals 
md  universities  across  the 
ountry. 

Any  function  involving 
)D  graphics,  CAE,  super- 
computer visualization,  loss- 
ess  diagnostic  imaging  and 
idvanced  medical  simula- 
ons  demands  large  band- 
width, or  communications 
>ower.  Graphics  worksta- 
ions  often  operate  screens 
vith  a  million  picture  ele- 
nents  (pixels),  and  use  pro- 
ressive  scanning  at  60 
rames,  or  images,  per  sec- 
nd.  Each  pixel  may  entail 
4  bits  of  color.  That  adds 
.p  fast  to  billions  of  bits 
igabits)  per  second.  And 
at's  for  last  year's  tech- 
ology  in  a  computer  indus- 
y  that  is  doubling  its 
ower  and  cost-effectiveness  every  year. 
What  Hope  needs  are  bandwidth  and  connections.  The 
ading  bandwidth  and  connections  people  have  always 
een  the  telephone  companies.  But  when  Hope  goes  to 
e  telephone  companies,  they  want  to  tell  him  about  intel- 
gence:  their  "advanced  intelligent  network,"  which  will 
coming  on-line  over  the  next  decade  or  so  and  will  solve 
1  his  problems.  For  now,  what  are  called  DS-3  services  are 
vailable  in  many  areas,  operating  T-3  lines  at  45  megabits 
Trillions  of  bits)  per  second.  These  facilities  are  ample  for 
lost  computer  uses,  and  working  together  with  several  dif- 
rent  regional  Bell  operating  companies  (RBOCs),  Hope 
liould  be  able  to  acquire  these  services  in  time  for  a  Gen- 
ral  Motors  takeover  by  Toyota.  DS-3  is  only  one-twenti- 
h  of  the  required  gigabit-per-second  rate. 
Hope  has  been  through  this  before.  In  the  early  1980s, 
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Fiber  optics,  says  the  author, 

is  a  technology  of  such  stunning 

potential  that  it  will  soon 

overthrow  the  previous 

relationship  between  fast 

computers  and  slow  wires. 

BY  GEORGE  GILDER 


he  actually  wanted  DS-3  services.  Then,  he  was  intercon- 
necting GM  facilities  in  southeast  Michigan  with  plants  in 
Indiana  and  Ohio.  But  Michigan  Bell  could  not  supply  the 
lines  in  time.  EDS  had  to  build  a  network  of  microwave 
towers  to  bear  the  45-megabit  traffic.  Later  in  the  decade, 
the  phone  companies  offered  him  even  higher  capacity 
fiber-optic  lines,  with  the  requirement  that  the  optical  bits 
be  slowed  down  and  run  periodically  through  an  electronic 
interface  so  the  telco  could  count  the  number  of  "equiv- 
alent channels"  being  used. 

What  Hope  and  others  in  the  systems  integration  busi- 
ness need  is  not  intelligent  networks  tomorrow  but  dumb 

bandwidth  that  they  can 
deliver  to  their  customers 
flexibly,  cheaply  and  now. 
To  prepare  for  future 
demand,  they  want  the  net- 
work to  use  fiber  optics.  It 
so  happens  that  America's 
telephone  companies  have 
some  2  million  miles  of 
mostly  unused  fiber  lines  in 
the  ground  today,  kept  as 
redundant  capacity  for 
future  needs.  Hope  would 
like  to  be  able  to  tap  into 
this  "dark  fiber"  for  his 
own  customers.  Further- 
more, for  those  fiber 
strands  in  use,  the  tele- 
phone companies  actually 
use  less  than  1  percent  of 
the  available  bandwidth. 

As  a  leader  in  the  rapid- 
ly expanding  field  of  com- 
puter services,  EDS  epito- 
mizes the  needs  of  an  infor- 
mation economy.  With  a 
backlog  of  $22  billion  in 
already-contracted  business,  EDS  is  currently  a  $7  billion 
company  growing  revenues  at  an  annual  rate  of  15  per- 
cent, some  three  times  as  fast  as  the  phone  companies.  EDS 
will  add  $1  billion  or  so  in  new  sales  in  1992  alone.  If  the 
company  is  to  continue  to  supply  leading-edge  services  to 
its  customers,  it  must  command  leading-edge  communica- 
tions. To  EDS,  that  means  dumb  and  dark  networks. 

he  'Dark  Fiber'  Case 

That  need  has  driven  EDS  into  an  active  role 
as  an  ex  parte  pleader  in  Federal  Case 
911416,  currently  bogging  down  in  the  Unit- 
ed States  Court  of  Appeals  for  the  District 
of  Columbia  as  the  so-called  "dark  fiber" 
case.  On  the  surface,  the  case — known  as  Southwestern 
Bell  et  al.  v.  the  Federal  Communications  Commission 
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and  the  U.S.  Department  of  Justice — pits  four  regional 
Bell  operating  companies  against  the  FCC.  But  the  legal 
maneuvers  actually  reflect  a  rising  conflict  between  the 
Bells  and  several  large  corporate  clients  over  the  future 
of  communications. 

Beyond  all  the  legal  posturing,  the  question  at  issue  is 
whether  fiber  networks  should  be  dumb  and  dark  and 
cheap,  the  way  EDS  and  other  customers  like  them,  or 
whether  they  should  be  bright  and  smart  and  "strategi- 
cally" priced,  the  way  the  telephone  companies  want  them. 

On  the  side  of  intelligence  and  light  are  the  phone 
companies — Southwestern  Bell,  U.S.  West,  Bell  South 
and  Bell  Atlantic.  The  forces  of 
darkness  include  key  officials  at 
the  FCC  and  such  companies  as 
Shell  Oil,  the  information  services 
arm  of  McDonnell  Douglas  and 
long-distance  network  provider 
Wiltel,  as  well  as  EDS. 

Most  of  the  four-year  course  of 
the  struggle  has  passed  unnoticed 
by  the  media.  In  summary,  the 
issue  may  not  seem  portentous. 
The  large  corporate  customers 
want  dark  fiber;  the  FCC  mandates 
that  it  be  supplied;  the  Bells  want 
out  of  the  business.  Despite  the 
obscurity  of  the  proceedings,  they 
raise  what  for  the  next  20  years 
will  be  the  central  issue  in  com- 
munications law  and  technology. 
The  issue,  if  not  the  possible  trial 
itself,  will  shape  the  future  of  both 
the  computer  industry  and  the  tele- 
phone industry  during  a  period 


ark  fiber  will 
mean  not  only 
the  end  of  the 
telephone  industry  as 
we  know  it  but  also 
the  end  of  the 
telephone  industry  as 
they  plan  it:  a  vast 
in telligen t  fabric  of 
information  services. 


companies  went  to  the  FCC  to  require  the  Bells,  as  regu- 
lated "common  carrier"  telephone  companies,  to  contin- 
ue supplying  dark  fiber. 

In  the  fall  of  1990,  the  FCC  ruled  that  the  phone  com- 
panies would  have  to  offer  dark  fiber  to  all  comers  under 
the  rules  of  common  carriage.  Rather  than  accept  this  new 
burden,  the  phone  companies  petitioned  to  withdraw  from 
the  business  entirely  under  what  is  called  a  Rule  214  appli- 
cation. Since  the  FCC  has  not  acted  on  this  petition,  the 
Bells  are  preparing  to  go  to  court  to  force  the  issue.  Their 
corporate  customers  are  ready  to  litigate  as  well. 

It  is  safe  to  say  that  none  of  the  participants  fully  com- 
prehend the  significance  of  their 
courthouse  confrontation.  To  the 
Bells,  after  all  is  said  and  done, 
the  key  problem  is  probably  the 
price.  Under  the  existing  tariff, 
they  are  required  to  offer  this  ser- 
vice to  anyone  who  wants  it  for  an 
average  price  of  approximately 
$150  per  strand  of  fiber  per  mile 
per  month.  As  an  offering  that 
competes  with  their  T-3  45- 
megabit-per-second  lines  and  other 
forthcoming  marvels,  dark  fiber 
threatens  to  gobble  up  their  future 
as  vendors  of  broadband  commu- 
nications to  offices,  even  as  cable 
TV  preempts  them  as  broadband 
providers  to  homes.  Since  the 
Bells'  profits  on  data  are  growing 
some  10  times  as  fast  as  their  prof- 
its on  voice  telephony,  they  see 
dark  fiber  as  a  menace  to  their 
most  promising  markets. 


when  they  are  merging  to  form  the  spearhead  of  a  new 
information  economy. 

Dark  fiber  is  simply  a  glass  fiber-optic  thread  with 
nothing  attached  to  it — no  light  being  sent  through  it.  In 
this  "unlit"  condition,  it  is  available  for  use  without  the 
intermediation  of  phone  company  electronics  or  intelli- 
gent services. 

In  the  mid-1980s,  the  Bells  leased  some  of  their  dark- 
fiber  lines  to  several  large  corporations  on  an  individual- 
case  basis.  These  companies  learned  to  love  dark  fiber. 
But  when  they  tried  to  renew  their  leases  with  the  Bells, 
the  Bells  clanged  no — why  don't  you  leave  the  intercon- 
nections and  protocols  to  us?  Why  don't  you  use  our  mar- 
velous smart  network  with  all  the  acronyms  and  intelli- 
gent services?  Why  don't  you  let  us  meter  your  use  of  the 
fiber  and  send  you  a  convenient  monthly  bill  for  each 
packet  of  bits  you  send? 

EDS  and  the  other  firms  rejected  the  offer;  they  pre- 
ferred the  dumb  fiber  to  the  intelligent  network.  When 
the  Bells  persisted  in  an  effort  to  deny  new  leases,  the 


The  technological  portents,  however,  are  far  more  sig- 
nificant than  the  legal  and  business  issues.  The  coming  tri- 
umph of  dark  fiber  will  mean  not  only  the  end  of  the  tele- 
phone industry  as  we  know  it  but  also  the  end  of  the  tele- 
phone industry  as  they  plan  it:  a  vast  intelligent  fabric  of 
sophisticated  information  services.  Dark  fiber  also  could 
mean  a  thoroughgoing  restructuring  of  a  computer  indus 
try  increasingly  dedicated  to  supplying  "smart  networks.' 
Indeed,  for  most  of  the  world's  communications  compa 
nies,  and  for  professors  of  communications  theory  and 
designers  of  new  computer  networks,  the  triumph  of  darl 
and  dumb  means  back  to  the  drawing  board,  if  not  back 
to  the  Dark  Ages. 

But  the  new  Dark  Ages  cannot  be  held  back.  Sprinfl 
ing  out  of  the  depths  of  IBM's  huge  T.  J.  Watson  Research 
Center,  spread  across  Westchester  County,  N.Y..  is  a  pow- 
erful new  invention — the  all-optical  network— that  will 
soon  relegate  all  bright  and  smart  executives  to  thd 
troglodyte  file  and  make  dumb  and  dark  the  winning  ruU 
in  communications. 
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The  Wringer  Effect 
From  time  to  time,  the  structure  of  nations 
and  economies  goes  through  a  technological 
wringer:  a  new  invention  radically  reduces 
the  price  of  a  key  factor  of  production  and 
precipitates  an  industrial  revolution.  Before 
long,  every  competitive  business  in  the  economy  must 
wring  out  the  residue  of  the  old  costs  and  customs  from 
all  its  products  and  practices. 

The  steam  engine,  for  example,  drastically  reduced  the 
price  of  physical  force.  Once  wrested  at  great  expense 
from  human  and  animal  muscle,  power  now  pulsed  cheap- 
ly and  tirelessly  from  machines 
burning  coal  and  oil.  Throughout 
the  world,  dominance  inexorably 
shifted  to  businesses  and  nations 
that  reorganized  themselves  to 
exploit  the  suddenly  cheap 
resource.  Eventually  every  human 
industry  and  activity,  from  agri- 
culture and  sea  transport  to  print- 
ing and  war,  had  to  centralize  and 
capitalize  itself  to  take  advantage 
of  the  new  technology. 

Putting  the  world  through  the 
technological  wringer  over  the  last 
three  decades  has  been  the  inte- 
grated circuit,  the  IC.  Invented  by 
Robert  Noyce  of  Intel  and  Jack 
Kilby  of  Texas  Instruments  in  1959, 
the  IC  put  entire  systems  of  tiny 
transistor  switches,  capacitors,  resis- 
tors, diodes  and  other  once-costly 
electronic  devices  on  one  tiny 
microchip.  Made  chiefly  of  silicon, 
aluminum  and  oxygen — the  three  most  common  substances 
in  the  earth's  crust — the  microchip  eventually  reduced  the 
price  of  electronic  circuitry  by  a  factor  of  1  million. 

As  industry  guru  Andrew  Rappaport  has  pointed  out, 
electronic  designers  now  treat  transistors  as  virtually  free. 
Indeed,  on  memory  chips,  they  cost  some  400-millionths 
of  a  cent.  To  waste  time  or  battery  power  or  radio  fre- 
quencies may  be  culpable  acts,  but  to  waste  transistors  is 
the  essence  of  thrift.  Today,  you  use  millions  of  them  to 
slightly  enhance  your  TV  picture.  If  you  do  not  use  tran- 
sistors in  your  cars,  your  offices,  your  telephone  systems, 
your  design  centers,  your  factories  or  your  missiles,  you 
go  out  of  business.  If  you  don't  waste  transistors,  your  cost 
structure  will  cripple  you.  Your  product  will  be  either  too 
expensive,  too  slow,  too  late  or  too  low  in  quality. 

Endowing  every  engineer  or  PC  hacker  of  the  Infor- 
mation Age  with  the  creative  potential  of  a  factory  owner 
of  the  Industrial  Age,  the  microchip  reversed  the  cen- 
tralizing thrust  of  the  previous  era.  All  nations  and  busi- 
nesses had  to  adapt  to  the  centrifugal  law  of  the  micro- 
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cosm,  flattening  hierarchies,  outsourcing  services,  liberat- 
ing engineers,  shedding  middle  management.  If  you  did 
not  adapt  your  business  systems  to  the  new  regime,  you 
would  no  longer  be  a  factor  in  the  world  balance  of  eco- 
nomic and  military  power. 

During  the  next  decade  or  so,  industry  will  go  through 
a  new  technological  wringer  and  submit  to  a  new  law:  the 
law  of  the  telecosm.  The  new  wringer — the  new  integrat- 
ed circuit — is  called  the  all-optical  network.  It  is  a  com- 
munications system  that  runs  entirely  in  glass.  Unlike  exist- 
ing fiber-optic  networks,  which  convert  light  signals  to 
electronic  form  in  order  to  amplify  or  switch  them,  the 

all-optical  network  is  entirely  pho- 
tonic. From  the  first  conversion  of 
the  signal  from  your  phone  or  com- 
puter to  the  final  conversion  to 
voice  or  data  at  the  destination, 
your  message  flies  through  glass 
on  wings  of  light. 

Just  as  the  old  integrated  circuit 
put  entire  electronic  systems  on  sin- 
gle slivers  of  silicon,  the  new  IC  will 
put  entire  communications  systems 
on  seamless  webs  of  silica.  Wrought 
in  threads  as  thin  as  a  human  hair, 
this  silica  is  so  pure  that  you  could 
see  through  a  window  of  it  70  miles 
thick.  But  what  makes  the  new 
wringer  roll  with  all  the  force  of 
the  microchip  revolution  before  it 
is  not  the  purity  but  the  price. 

Just  as  the  old  IC  made  transis- 
tor power  virtually  free,  the  new 
IC — the  all-optical  network — will 
make  communications  power  vir- 


tually free.  Another  word  for  communications  power  is 
bandwidth.  Just  as  the  entire  world  had  to  learn  to  waste 
transistors,  the  entire  world  will  now  have  to  learn  how 
to  waste  bandwidth.  In  the  1990s  and  beyond,  every  indus 
try  and  economy  will  go  through  the  wringer  again. 

The  impact  on  the  organization  of  companies  anc 
economies,  however,  has  yet  to  become  clear.  What  is  the 
law  of  the  telecosm?  Will  the  new  technology  reverse  th« 
centrifugal  force  of  the  microchip  revolution  or  consiim 
mate  it?  To  understand  the  message  of  the  new  regimd  i 
we  must  follow  the  rule  of  microcosmic  prophet  Carve 
Mead  of  the  California  Institute  of  Technology:  "Listei 
to  the  technology  and  find  out  what  it  is  telling  us." 


he  Shannon-Shockley  Regime 

The  father  of  the  all-optical  network — th 
man  who  popularized  the  phrase,  built  tl 
first  fully  functional  system  and  wrote  th 
definitive  book  on  the  subject — is  Paul  I 
Green,  Jr.,  of  Watson  Research  Centei 
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IBM.  Now  standing  directly  in  the  path  of  Green's  wringer 
is  Robert  Lucky,  who,  in  April  1985  at  a  Cornell  Centen- 
nial Symposium  in  Newton,  Mass.,  first  gave  Green  the 
idea  that  an  all-optical  network  might  be  possible.  The 
leading  intellectual  in  telephony,  Lucky  recently  shocked 
the  industry  by  shifting  from  AT&T's  Bell  Laboratories, 
where  he  was  executive  director  of  research,  to  Bellcore, 
the  laboratory  of  the  regional  Bell  operating  companies. 
There  he  will  soon  have  to  confront  the  implications  of 
Green's  innovation. 

Contemplating  the  new  technology,  Lucky  recalls  a 
course  on  data  networks  that  he  taught  for  several  years 
in  the  late  1970s  with  Green.  As  a 
computer  man,  Green  relished  the 
contrast  between  the  onrushing  effi- 
ciencies in  his  technology  and  the 
relative  dormancy  in  communica- 
tions. Indeed,  for  some  25  years, 
while  computer  powers  rose  a  mil- 
lionfold,  network  capacities 
increased  about  a  thousandfold.  It 
was  not  until  the  late  1980s  that 
most  long-distance  data  networks 
much  surpassed  the  Pentagon's 
ARPANET  (Advanced  Research 
Projects  Agency  Network),  running 
at  50  kilobits  (thousands  of  bits) 
per  second  since  the  mid-1960s. 
•  Dominating  the  entire  post- 
World  War  II  era  of  electronic 
communications  were  the  power- 
ful mathematic  visions  and  theo- 
ries of  Claude  Shannon  of  the 
Massachusetts  Institute  of  Tech- 
nology and  Bell  Labs.  Shannon  was 

the  reclusive  genius  who,  in  the  mid- 1940s,  invented  infor- 
mation theory  to  ascertain  the  absolute  carrying  capacity 
of  any  communications  channel.  Whether  wire  or  air,  chan- 
nels were  assumed  to  be  narrow  and  noisy,  the  way  God 
made  them  (sometimes  with  help  from  AT&T).  Typical 
were  the  copper  phone  lines  that  still  link  every  house- 
hold to  the  telephone  network  and  the  airwaves  that  still 
bear  radio  and  television  signals  and  static. 

The  all-purpose  remedy  for  these  narrow,  noisy  chan- 
.,,inlt  nels  was  powerful  electronics.  Invented  at  Bell  Laborato- 
(-3rVt  ries  by  a  team  headed  by  William  Shockley  and  then  devel- 
|lSie  oped  by  Robert  Noyce  and  other  Shockley  proteges  in  Sil- 
icon Valley,  silicon  transistors  and  integrated  circuits  engen- 
dered a  constant  exponential  upsurge  of  computing  power. 
Throwing  ever  more  millions  of  ever  faster  and  cheap- 
_[j)  or  transistors  at  every  problem,  engineers  created  fast  com- 
■jjputers,  multiplexers  and  switches  that  seemed  to  surmount 
itijand  outsmart  every  limit  of  bandwidth  or  restriction  of 
paUll  wire.  This  process  continues  today  with  heroic  new  com- 
pression tools  that  allow  the  creation  of  full  video  confer- 
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ences  over  64-kilobit  telephone  connections.  Scientists  at 
Bellcore  are  now  even  proposing  new  ways  of  using  the 
Moving  Picture  Engineering  Group  (MPEG)  compression 
^standard  to  send  full-motion  movies  at  1.5  megabits  per 
second  over  the  4-kilohertz  twisted-pair  copper  wires  to 
the  home.  Using  ever  faster  computers,  Bellcore  is  saying 
it  can  give  you  pay-per-view  movies  at  VCR  resolution  with- 
out installing  fiber,  or  even  coaxial  cable,  to  the  home. 

In  the  Shannon-Shockley  era,  the  communications  might 
be  noisy  and  error-prone,  but  smart  electronics  could 
encode  and  decode  messages  in  complex  ways  that  allowed 
efficient  identification  and  correction  of  all  errors.  The 

Shannon  channel  might  be  narrow, 
but  fast  multiplexers  allowed  it  to 
be  divided  into  time  slots  accom- 
modating a  large  number  of  simul- 
taneous users  in  a  system  called 
time-division  multiplexing.  The 
channel  might  clog  up  when  large 
numbers  of  users  attempted  to 
communicate  with  each  other  at 
once,  but  collision  detectors  or 
token  passers  could  sort  it  all  out 
in  nanoseconds.  Graphics  and 
video  might  impose  immense 
floods  of  bits  on  the  system,  but 
compression  technology  could 
reduce  the  floods  to  a  manageable 
trickle  with  little  or  no  loss  of  pic- 
ture quality.  If  all  else  failed,  pow- 
erful electronic  switches  could  com- 
pensate for  almost  any  bandwidth 
limitations.  Switching  could  make 
up  for  the  inadequate  bandwidth 
at  the  terminals  by  relieving  the 
network  of  the  need  to  broadcast  all  signals  to  every  des- 
tination. Instead,  the  central  switch  could  receive  all  sig- 
nals and  then  route  them  to  their  appropriate  addresses. 
To  this  day,  this  is  the  essential  strategy  of  the  telephone 
companies:  compensate  for  narrow,  noisy  bandwidth  with 
ever  more  powerful  and  intelligent  digital  electronics.  Their 
"core  competence,"  the  Bells  hasten  to  tell  you,  is  switch- 
ing. They  make  up  for  the  shortcomings  of  copper  wires 
by  providing  smart,  powerful  digital  switches 

The  Bells'  vision  for  the  future  is  to  join  the  comput- 
er business  all  the  way,  making  these  switches  the  enter- 
ing wedge  for  ever  more  elaborate  information  services. 
Switches  will  grow  smarter  and  more  sophisticated  until 
they  provide  an  ever-growing  cornucopia  of  intelligent 
voice  and  fax  features,  from  caller  ID  and  voice  mail  to 
personal  communications  systems  that  follow  you  and  your 
number  around  the  world  from  your  car  commute  to  your 
vacation  beach  hideaway.  In  the  end,  these  intelligent  net- 
works could  supply  virtually  all  the  world's  information 
needs,  from  movies,  games  and  traffic  updates  to  data 
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libraries,  financial  services,  news  programs  and  weather 
reports,  all  climaxing  with  yellow  pages  that  exfoliate  into 
a  gigantic  global  mall  of  full-motion  video  where  your  fin- 
gers walk  (or  your  voice  commands  echo)  from  Harrods 
to  Jardines  to  Akihabara  to  Century  21  without  your  leav- 
ing the  couch. 

At  the  time  when  Green  and  Lucky  taught  their  course, 
this  strategy  for  the  future  was  only  a  glimmer  in  the  minds 
of  telephone  visionaries.  But  the  essence  of  it  was  already 
in  place.  As  Green  pointed  out,  telephone  companies' 
response  to  sluggishness  in  communications  was  to  enter 
the  computer  industry,  where  progress  was  faster.  The  cre- 
ativity of  digital  electronics  would 
save  the  telephone  industry  from 
technical  stagnation. 

Lucky,  however,  protested  to 
Green  that  it  was  unjust  to  com- 
pare the  two  fields.  Computers  and 
telecom,  as  Lucky  explained  them, 
operate  on  entirely  different  scales. 
Computers  work  in  the  microscale 
world  of  the  IC,  putting  ever  more 
thousands  of  wires  and  switches  on 
single  slivers  of  silicon. 

By  contrast,  telecommunications 
operates  in  the  macroworld,  laying 
out  wires  and  switches  across  most- 
ly silicon  landscapes  and  seabeds. 
It  necessarily  entails  a  continental, 
or  even  intercontinental,  stretch  of 
cables,  microwave  towers,  switches 
and  poles.  "How  was  it  possible," 
Lucky  asked,  "to  make  such  a  large- 
scale  system  inexpensive?"  Inher- 
ent in  the  structure  and  even  the 
physics  of  computers  and  telecom- 
munications, so  it  seemed  to  Lucky 
two  decades  ago,  was  a  communications  bottleneck. 

As  Lucky  remembers  it,  Green  was  never  satisfied  with 
Lucky's  point.  Green  believed  that  someday  communica- 
tions could  achieve  miracles  comparable  to  the  integrat- 
ed circuit  in  computing. 

The  Bandwidth  Scandal 
Today,  as  Lucky  was  the  first  to  announce, 
fiber  optics  has  utterly  overthrown  the  previ- 
ous relationship  between  fast  computers  and 
slow  wires.  Now  it  is  computer  technology 
that  imposes  the  bottleneck  on  the  vast  vis- 
tas of  dark  fiber.  A  silicon  transistor  can  change  its  state 
some  2.5  billion  times  per  second  in  response  to  light  puls- 
es— bundles  of  photons — hitting  a  photodetector.  Since  a 
human  being  would  need  a  thousand  years  or  so  of  10- 
hour  workdays  even  to  count  to  2  billion,  2  billion  cycles 
in  a  single  second — 2  gigahertz — might  seem  a  sprightly 
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pace.  But  in  the  world  of  fiber  optics,  running  at  the  speed 
and  frequencies  of  light,  even  a  rate  of  2  billion  cycles  per 
second  is  a  humbling  bow  to  the  slothful  pace  of  electronics. 
Since  optical  signals  still  have  to  be  routed  to  their  desti- 
nations through  computer  switches,  communications  now 
suffers  from  what  is  known  as  the  "electronic  bottleneck." 

It  is  this  electronic  bottleneck — the  entire  Bell  edifice 
< 

of  Shannon  and  Shockley — that  Paul  Green  plans  to  blow 
away  with  his  all-optical  network.  Green  is  targeting  what 
is  a  secret  scandal  of  modern  telecommunications:  the  huge 
gap  between  the  real  capacity  of  fiber  optics  and  the  actu- 
al speed  of  telephone  communications. 

In  communications  systems,  the 
number  of  waves  per  second,  or 
hertz,  represents  a  rough  measure 
of  two  things  about  a  transmitted 
signal:  its  center  frequency  and  its 
bandwidth  about  that  center  fre- 
quency. The  bandwidth,  not  the 
center,  or  carrier,  frequency,  is 
what  expresses  the  ultimate  carry- 
ing capacity.  Your  AM  radio  dial, 
for  example,  runs  from  around  535 
kilohertz  (535,000  hertz)  to  1,705 
kilohertz,  and  each  station  uses 
some  10  kilohertz.  With  an  ideal 
receiver,  the  AM  passband  might 
carry  117  stations.  The  10  kilohertz 
of  bandwidth  allowed  each  station 
suffices  for  speech  and  music,  but 
the  fidelity  is  poor.  It  is  much  bet- 
ter with  FM  radio,  in  which  the 
bandwidth  set  aside  for  each  sta- 
tion is  200  kilohertz,  20  times  the 
AM  number. 

By  contrast,  the  intrinsic  band1 
width  of  one  strand  of  dark  fiber 
is  some  25,000  gigahertz  in  each  of  three  groups  of  fre- 
quencies— three  passbands — through  which  fiber  can  trans- 
mit light  over  long  distances.  This  bandwidth  might  accom 
modate  some  25,000  supercomputer  "stations"  at  a  giga 
hertz  per  terminal  (or  2.5  billion  AM  radio  stations). 

For  comparison,  consider  all  the  radio  frequencies  cur 
rently  used  in  the  air  for  radio,  television,  microwave  anc 
satellite  communications — and  multiply  by  1,(XX).  The  band 
width  of  one  fiber  thread  could  carry  more  than  1,001 
times  as  much  information  as  all  these  radio  and  microwavi 
frequencies  that  currently  comprise  the  "air."  Express! 
another  way,  one  fiber  thread  could  bear  all  the  traffic  4 
the  phone  network  during  the  peak  hour  of  Mother's  l).i 
in  the  United  States  (the  heaviest  load  currently  manage 
by  the  phone  system). 

Yet,  even  for  point-to-point  long-distance  links,  let  alofl 
connections  to  homes  and  telephones  and  computer  at 
works,  engineers  now  turn  their  backs  on  this  immerJ 
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capacity  and  use  less  than  1  percent,  or  one  25-thousandths, 
of  it.  Deferring  to  the  electronic  bottleneck,  the  telephone 
industry  uses  fiber  merely  as  a  superior  replacement  for 
the  copper  wires,  coaxial  cables,  satellite  links  and 
microwave  towers  that  connect  the  local  central-office 
switches  to  one  another  for  long-distance  calls. 

Over  the  last  15  years,  the  Bell  Labs  record  for  fiber- 
optics  communication  has  run  from  10  megabits  per  sec- 
ond over  a  1-kilometer  span  to  10  gigabits  per  second  over 
nearly  1,000  kilometers.  But  all  the  heroic  advances  in 
point-to-point  links  between  central  offices  continued  to 
use  essentially  one  frequency  on  a  fiber  thread,  while  ignor- 
ing its  intrinsic  power  to  accom- 
modate thousands  of  useful  fre- 
quency bands. 

In  a  world  of  all-optical  net- 
works, this  strategy  is  bankrupt.  No 
longer  will  it  be  possible  to  throw 
more  transistors,  however  cheap 
and  fast,  at  the  switching  problem. 
Electronic  speeds  have  become  an 
insuperable  bottleneck  obstructing 
the  vast  vistas  of  dark  fiber  beyond. 
So-called  gigabit  networks  planned 
by  the  telephone  and  computer 
companies  will  not  do.  What  is 
needed  is  not  a  1 -gigabit  spread 
■among  many  terminals  but  a  large 
network  functioning  at  1  gigabit 
per  second  per  terminal. 

The  demands  of  EDS  offer  a  hint 
of  the  most  urgent  business  needs. 
Added  to  them  will  be  consumer 
demands.  True  high-definition  tele- 
vision (HDTV),  comparable  to 
movies  in  resolution,  requires  close 
to  gigabit-per-second  bandwidth, 

particularly  if  the  program  is  dispatched  to  the  viewer  down 
the  fiber  in  burst  mode  all  at  once  in  a  few  seconds,  or  if 
the  user  is  given  a  chance  to  shape  the  picture,  choose  a 
vantage  point,  window  several  images  at  once  or  experi- 
ence three  dimensions.  When  true  broadband  channels 
become  available,  there  will  be  a  flood  of  new  applications 

ve  an  comparable  to- the  thousands  of  new  uses  of  the  IC 

No  foreseeable  progress  in  electronics  can  overcome 
the  electronic  bottleneck.  To  do  that,  we  need  an  entire 
ly  new  communications  regime.  In  the  form  of  the  all-opti 

itesselcal  network,  this  regime  is  now  at  hand. 

■tfico 

aw  of  the  telecosm: 
Network  'Dumb  as  a  Stone' 
The  new  regime  will  use  fiber  not  as  a  replace- 
ment for  copper  wires  but  as  a  new  form  of 
far  more  capacious  and  error-free  air.  Through 
a  system  called  wavelength-division  multi- 
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plexing  and  access,  computers  and  telephones  will  tune 
into  desired  messages  in  the  fibersphere  the  same  way 
radios  now  tune  into  desired  signals  in  the  atmosphere. 
The  fibersphere  will  be  intrinsically  as  dumb  and  dark  as 
the  atmosphere. 

The  new  regime  overcomes  the  electronic  bottleneck 
by  altogether  banishing  electronics  from  the  middle  of  the 
network.  But,  ask  the  telcos  in  unison,  what  about  the 
switches?  As  long  as  the  network  is  switched,  it  must  be 
partly  electronic.  Unless  the  network  is  switched,  it  is  not 
a  true  any-to-any  network.  It  is  a  broadcast  system.  It  may 
offer  a  cornucopia  of  services,  but  it  cannot  serve  as  a 

common  carrier  like  the  phone  net- 
work, allowing  any  party  to  reach 
any  other.  Without  intelligent 
switching,  it  cannot  provide  per- 
sonal communications  nets  that  can 
follow  you  wherever  you  go.  With- 
out intelligent  switching,  the  all- 
optical  network — so  they  say — is 
just  a  glorified  cable  system. 

These  critics  fail  to  grasp  a  cen- 
tral rule  of  the  telecosm:  bandwidth 
is  a  nearly  perfect  substitute  for 
switching.  With  sufficient  physical 
bandwidth,  it  is  possible  to  simu- 
late any  kind  of  logical  switch 
whatsoever.  Bandwidth  allows  the 
creation  of  virtual  switches  that  to 
the  user  seem  to  function  exactly 
the  way  physical  switches  do.  You 
can  send  all  messages  everywhere 
in  the  network,  include  all  need- 
ed codes  and  instructions  for  cor- 
recting, decrypting  and  reading 
them,  and  allow  each  terminal  to 
tune  into  its  own  messages  on  its 
own  wavelength,  just  like  a  two-way  radio.  When  the  ter- 
minals are  smart  enough  and  the  bandwidth  great  enough, 
physicist  George  Keyworth  points  out,  your  all-optical  net- 
work can  be  "as  dumb  as  a  stone." 

Over  the  last  several  years,  all-optical  network  exper- 
iments have  been  conducted  around  the  world,  from  Bell- 
core in  New  Jersey  to  NTT  in  Yokosuka,  J.'pan.  British 
Telecom  has  used  wavelength-division  multiplexing  to  link 
four  telephone  central  offices  in  London.  Columbia  Uni- 
versity's Telecom  Research  Center  has  launched  Teranet, 
which  lacks  tunable  lasers  or  receivers  but  can  logically 
simulate  them.  Bell  Labs  has  generated  most  of  the  tech- 
nology and  has  experimented  with  networks  in  the  labo- 
ratory but,  as  a  long-distance  specialist,  has  focused  on  the 
project  of  sending  gigabits  of  information  thousands  of 
miles  without  amplifiers.  The  only  fully  functional  system 
is  the  Rainbow  I  created  by  Paul  Green's  team  at  IBM. 
As  happens  so  often  in  this  world  of  technical  disciplines 
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sliced  into  arbitrary  fortes  and  fields,  the  large  advances 
come  from  the  integrators.  Green  is  neither  a  laser  physi- 
cist nor  an  optical  engineer  nor  a  telecommunications  the- 
orist. His  work  at  IBM  has  ranged  from  overseeing  speech- 
recognition  projects  at  the  Watson  Research  Center  to 
shaping  company  strategy  at  corporate  headquarters  in 
Armonk.  His  most  recent  success  was  triggering  the  initial 
development  of  the  new  APPN  (Advanced  Peer-to-Peer 
Network)  protocol.  According  to  an  IBM  announcement 
in  March,  APPN  will  replace  the  venerable  SNA  (Systems 
Network  Architecture)  that  has  been  synonymous  with  IBM 
networking  for  more  than  a  decade. 

Green  took  some  pride  in  this  announcement,  but  by 
that  time  the  project  was  long  in  his  past.  He  was  finish- 
ing the  copy  editing  on  his  magisterial  tome,  Fiber  Optic 
Networks  (published  this  summer  by  Prentice  Hall).  And 
he  was  moving  on  to  more  advanced  versions  of  the  Rain- 
bow, which  he  and  his  team  had  introduced  in  October 
1991  at  the  Telecom  91  Conference  in  Geneva  and  which 
has  been  installed  between  the  various  branches  of  Wat- 
son Research  Center. 

As  Peter  Drucker  points  out,  a  new  technology  cannot 
displace  an  old  one  unless  it  is  proven  at  least  10  times 
better.  Otherwise  the  billions  of  dollars'  worth  of  installed 
base  and  thousands  of  engineers  committed  to  improving 
the  old  technology  will  suffice  to  block  the  new  one.  The 
job  of  Green's  eight-person  team  at  IBM  is  to  meet  that 


tenfold  test. 


I 


Green's  all-optical  network  creates  a  fibersphere  as 
neutral  and  passive  as  the  atmosphere.  It  can  be  addressed  ' 
by  computers  the  same  way  radios  and  television  sets  con- 
nect to  the  air.  Consisting  entirely  of  unpowered  glass  and 
passive  splitters  and  couplers,  the  fibersphere  is  dark  and 
dumb.  Any  variety  of  terminals  can  interconnect  across  it 
at  the  same  time  using  any  protocols  they  choose. 

Just  like  radios  in  the  atmosphere,  computer  receivers 
connected  to  the  fibersphere  do  not  find  a  series  of  bits 
in  a  message;  they  tune  into  a  wavelength  or  frequency. 
Because  available  Fabry  Perot  tunable  filters  today  have 
a  lower  cost  and  a  larger  tuning  range  than  tunable  lasers, 
Green  chose  to  locate  Rainbow's  tuning  at  the  receiver 
and  have  each  transmitter  operate  at  a  fixed  wavelength. 
Future  networks  can  use  any  combination  of  tunable  equip- 
ment at  either  end. 

When  Green  began  the  project  in  1987,  the  industry 
stood  in  the  same  general  position  as  the  pioneers  of  radio 
did  in  the  early  years  of  that  industry.  They  had  seemingly 
unlimited  bandwidth  before  them,  but  lacked  transmitters 
and  receivers  powerful  enough  to  use  it  effectively.  Radio 
transmitters  suffered  "splitting  losses"  as  they  broadcast 
their  signals  across  the  countryside.  Green's  optical  mes 
sages  lose  power  every  time  they  are  split  off  to  be  sent  I 
to  another  terminal  or  are  tapped  by  a  receiver. 

The  radio  industry  solved  this  problem  with  the  devel 
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>pment  of  the  audion  triode  amplifier.  Green  needed  an 
11-optical  amplifier  to  replace  the  optoelectronic  repeaters 
hat  now  constitute  the  most  widespread  electronic  bot- 
leneck  in  fiber.  Amplifiers  in  current  fiber  networks  first 
onvert  the  optical  signal  to  an  electronic  signal,  enhance 
t  and  then  convert  it  back  to  photons. 

Like  the  pioneers  of  radio,  Green  soon  had  his  ampli- 
ier  in  hand.  Following  concepts  pioneered  by  David  Payne 
it  the  University  of  Southampton  in  England,  a  Bell  Lab- 
bits  >ratories  group  led  by  Emmanuel  Desurvire  and  Randy 
jiles  developed  a  workable  all-optical  device.  They  showed 
hat  a  short  stretch  of  fiber  doped  with  erbium,  a  rare- 
arth  mineral,  and  excited  by  a  cheap  laser  diode  can  func- 
iveipon  as  a  powerful  amplifier  over  the  entire  wavelength 
ange  of  a  25,000-gigahertz  system.  Today,  such  photonic 
implifiers  enhance  signals  in  a  working  system  of  links 
jetween  Naples  and  Pomezia  on  the  west  coast  of  Italy. 
Manufactured  in  packages  between  two  and  three  cubic 
nches  in  size,  these  amplifiers  fit  anywhere  in  an  optical 
nglj|ietwork  for  enhancing  signals  without  electronics. 

This  invention  overcame  the  most  fundamental  disad- 
antage  of  optical  netwworks.  You  can  tap  into  an  elec- 
icasironic  network  as  often  as  desired  without  weakening  the 
mes-  'oltage  signal.  Although  resistance  and  capacitance  will 
senl  veaken  the  current,  there  are  no  splitting  losses  in  a  volt- 
ige  divider.  Photonic  signals,  by  contrast,  suffer  splitting 
evel  osses  every  time  they  are  tapped;  they  lose  photons  until 


lief! 


eventually  there  are  none  left.  The  cheap  and  compact  all- 
optical  amplifier  solves  this  problem. 

Not  only  did  Green  and  his  IBM  colleagues  create  a 
working  all-optical  network,  but  they  also  reduced  the 
interface  optoelectronics  to  a  single  microchannel  plug-in 
card  that  can  fit  in  any  IBM  PS/2-level  personal  computer 
or  RS/6000  workstation.  Using  off-the-shelf  components 
costing  a  total  of  $16,000  per  station,  Rainbow  achieved 
a  capacity  more  than  90  times  greater  than  FDDI  (Fiber 
Distributed  Data  Interface)  at  an  initial  cost  merely  four 
times  as  much. 

Just  as  Jack  Kilby's  first  ICs  were  not  better  than  previ- 
ous adders  and  oscillators,  the  Rainbow  I  is  not  better  in 
some  respects  than  rival  networks  based  on  electronics.  At 
present  it  connects  only  32  computers  at  a  speed  of  some 
300  megabits  per  second  each,  for  a  total  bandwidth  of  9.6 
gigabits.  This  rate  is  huge  compared  with  that  of  most  other 
networks,  but  it  is  still  well  below  the  target  of  a  system 
that  provides  gigabit  rates  for  every  terminal.  More  seri- 
ously, the  tunable  lasers  and  receivers  currently  switch  too 
slowly  for  some  supercomputer  and  mainframe  applications 
accessing  several  programs  at  once  in  "packets." 

A  more  serious  limitation  is  the  lack  of  packet  switch- 
ing. Rather  than  communicating  down  a  dedicated  con- 
nection between  two  parties,  as  phones  do,  computer  net- 
works send  data  in  small  batches,  called  packets,  each 
bearing  its  own  address.  This  requires  switching  back  and 
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forth  between  packets  millions  of  times  a  second.  Neither 
the  current  Rainbow's  lasers  nor  its  filters  can  tune  from 
one  message  to  another  more  than  hundreds  of  times  a 
second.  This  limitation  is  a  serious  problem  for  links  to 
mainframes  and  supercomputers  that  may  do  many  tasks 
at  once  in  different  windows  on  the  screen  and  with  con- 
nections to  several  other  machines. 

As  Green  shows,  however,  all  these  problems  are  well 
on  the  way  to  solution.  A  tide  of  new  interest  in  all-opti- 
cal systems  is  sweeping  through  the  world's  optical  labo- 
ratories. The  Pentagon's  Defense  Advanced  Research  Pro- 
jects Agency  (DARPA)  has  launched  a  program  for  all- 
optical  networking.  With  Green 
installed  as  the  new  president  of 
the  IEEE  Communications  Society, 
the  technical  journals  are  full  of 
articles  on  new  wavelength-division 
technology.  Every  few  months 
brings  new  reports  of  a  faster  laser 
with  a  broader  tuning  range  or  a 
filter  with  faster  tuning  or  an  inge- 
nious new  way  to  use  bandwidth  to 
simulate  packet  switching.  Today 
lasers  and  receivers  can  switch  fast 
enough,  but  they  still  lack  the  abil- 
ity to  cover  the  entire  25,000-giga- 
hertz  bandwidth  needed. 

The  key  point,  however,  is  that, 
as  demonstrated  both  in  Geneva 
and  Westchester,  the  system 
showed  the  potential  efficiency  of 
all-optical  systems.  Even  in  their 
initial  forms,  they  are  more  cost- 
effective  in  bandwidth  per  dollar 
than  any  other  network  technolo- 
gy. Scheduled  for  introduction  later 
in  the  decade,  Rainbow  III  will 
comprise  1,000  stations  operating 
at  1  gigabit  per  second,  with  the 
increasingly  likely  hope  of  fast  packet-switching  capabil- 
ity. At  that  point,  the  system  will  be  a  compelling  com- 
mercial product  at  least  hundreds  of  times  more  cost- 
effective  than  the  competition. 

Without  access  to  dark  fiber,  however,  these  networks 
will  be  all  but  worthless.  If  the  telephone  companies  fail 
to  supply  it,  they  risk  losing  most  of  the  fastest-growing 
parts  of  their  business — the  data  traffic  that  will  soon  con- 
tribute some  50  percent  of  their  profits. 


he  Challenge  to  the  Telcos 

For  the  telephone  companies,  the  age  of  ever 
smarter  terminals  mandates  the  emergence 
of  ever  dumber  networks.  This  is  a  major 
strategic  challenge:  it  takes  a  smart  man  to 
build  a  dumb  network.  But  the  telcos  have 


'he  entrepreneurial 
_    folk  in  the 
computer  industry  may 
view  this  wrenching 
phone  company 
adjustment  with  some 
satisfaction.  But  the 
fact  is,  computer 
companies  face  a 
strategic  reorientation 
as  radical  as  the  telcos 


the  best  laboratories  and  have  already  developed  nearly 
all  the  components  of  the  fibersphere. 

Telephone  companies  may  complain  of  the  large  costs 
of  the  transformation  of  their  system,  but  they  command 
capital  budgets  as  large  as  the  total  revenues  of  the  cable 
industry.  Telcos  may  recoil  in  horror  at  the  idea  of  dark 
fiber,  but  they  command  webs  of  the  stuff  10  times  larg- 
er than  those  commanded  by  any  other  industry.  Dumb 
and  dark  networks  may  not  fit  the  phone  company  self- 
image  or  advertising  posture.  But  they  promise  larger  mar- 
kets than  does  the  current  phone  company  plan,  which 
will  choke  off  their  future  in  the  labyrinthine  nets  of  an 

"intelligent  switching  fabric"  that 
will  always  be  behind  schedule  and 
full  of  software  bugs. 

The  telephone  companies  can- 
not expect  to  impose  a  uniform 
network  governed  by  universal 
protocols.  The  proliferation  of  dig- 
ital protocols  and  interfaces  is  an 
inevitable  effect  of  the  Promethean 
creativity  of  the  computer  indus- 
try. IBM's  Green  explains:  "You 
cannot  fix  the  protocol  zoo.  You 
must  use  bandwidth  to  accommo- 
date the  zoo." 

Robert  Pokress,  a  former  sys- 
tems engineer  at  Bell  Labs  and 
now  head  of  Unifi  Corp.,  Burling- 
ton, Mass.,  points  out  that  tele- 
phone switches — now  80  percent 
software  in  development  costs — 
are  already  too  complex  to  keep 
pace  with  the  ever-changing  com- 
puter technology  on  their  periph- 
ery. While  computers  become  ever, 
more  lean  and  mean — turning  to' 
reduced  instruction  set  proces-i 
sors — networks  need  to  adop 
reduced  instruction  set  architectures.  The  ultimate  in  duml 
and  dark  is  the  fibersphere  now  incubating  in  the  telcos'] 
magnificent  laboratories. 

The  entrepreneurial  folk  in  the  computer  industry  ma 
view  this  wrenching  phone  company  adjustment  with  som 
satisfaction.  But  the  fact  is  that  computer  companies  fao 
a  strategic  reorientation  as  radical  as  the  telcos  do.  In 
world  where  ever  smarter  terminals  require  ever  dumbe 
communications,  computer  networks  are  as  gorged  an 
glutted  with  smarts  as  phone  company  networks,  and  art 
even  less  capacious.  The  nation's  most  brilliant  nerds,  conv 
manding  200-MIPS  Silicon  Graphics  superstations  or  Mac 
intosh  Quadra  multimedia  power  plants,  humbly  knee 
before  the  50-kilobit  lines  of  the  Internet  and  beseech  tin 
telcos  to  upgrade  to  64-kilobit  basic  ISDN  (Integrated  Sei 
vices  Digital  Network). 
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e  your  PCs  holding  you  back? 


Our  motto. 


lrprisingly  over  80%  of  PCs  in  American  industry  are 

)perating  at  a  fraction  of  their  capacity.  They're 

forming  just  one  task  at  a  time;  requiring  users  to  work 

n  unnatural  fashion. 

And  that  means  the  workers  using  them  are  operating 
Yoi  ?ss  than  their  peak  productivity.  These  days,  American 

iness  can't  afford  that. 

While  other  software  companies 

e  decided  the  solution  is  to  change 

way  60  million  users  work,  we 

ted  from  the  premise  that  a 

ductivity  increase'  that  required  a 

or  investment  of  time  and  money  was  an  oxymoron. 

For  instance,  DESQview,  our  multitasking  windowing 

ironment  allows  users  to  run  several  of  their  favorite 
programs  side-by-sfde,  saving 
time  and  making  the  process  of 
working  more  natural  and  fluid. 
Microsoft  Windows  does  many 
of  the  same  things,  but  it  does  so 
by  putting  an  enormous  burden 
on  the  computer  itself.  Many 
users  are  forced  to  replace  most 
of  their  hardware  and  much  of 
their  software  just  to  use  it. 
That's  clearly  counter-produc- 
tive. Seriously.  How  many 
"  Jutes  a  year  would  a  user  need  to  save  to  pay  back  an 

stment  of  $1,500  -$2,200  in  new  hardware  and  software? 
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SQview  multitasks  and 
dows  programs  on  the  PC: 
uks  or  text,  DOS  or  Micro- 
Windows— side-by-side. 
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DESQview  sells  for  under  $200  and  pays  for  itself  quickly. 

Memory  limits  are  another  weakness  in  many  PCs. 
QEMM-386  makes  virtually  all  the  computer's  memory 
available  to  productivity  programs  while  allowing  room 
for  network  software,  TSRs 
and  new  utilities  like  CD- 
ROM  drivers.  Microsoft  DOS 
5  does  some  of  the  same 
things,  but  less  effectively. 

Our  QEMM  works  with 
and  improves  MS-Windows 
and  every  DOS  from  3.0  to 
5.0.  It's  the  best  selling 
software  utility  in  the  world. 

Our  new  DESQview/X 
smoothly  brings  PCs  togeth- 
er with  high-end  workstations  under  the  X-Windows 
standard.  You  can  stop  using  PCs  to  do  things  they're  not 
good  at.  Choose  the  best  computer  for  each  task  and  run  it 
from  your  own  PC. 

We  think  our  approach 
is  more  sensible.  Millions 
of  users  apparently  do  too. 
We  simply  add  produc- 
tivity to  the  computers 
you  already  have.  Perhaps 
you  should  look  into 
Quarterdeck  products  for 
your  company's  PCs. 
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QEMM  has  won  more  awards  than 

all  other  memory  managers 

put  together. 
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DESQview/X  is  a  new  breakthrough  that 

allows  computers  throughout  your 

enterprise  to  work  together  smoothly. 
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Now  addicted  to  the  use  of  transistors  to  solve  the  prob- 
lems of  limited  bandwidth,  the  computer  industry  must 
use  transistors  to  exploit  the  opportunities  of  nearly  unlim- 
ited bandwidth.  When  home-based  machines  are  optimized 
for  manipulating  high-resolution  digital  video  at  high  speeds, 
they  will  necessarily  command  what  are  now  called  super- 
computer powers.  This  will  mean  that  the  dominant  com- 
puter technology  will  first  emerge  not  in  the  office  mar- 
ket but  in  the  consumer  market.  The  major  challenge  for 
the  computer  industry  is  to  change  its  focus  from  a  few 
hundred  million  offices  already  full  of  computer  technol- 
ogy to  a  billion  living  rooms  now  nearly  devoid  of  it. 

Cable  companies  possess  the 
advantage  of  already  owning  dumb 
networks  based  on  the  essentials 
of  the  all-optical  model  of  broad- 
cast and  select — of  customers  seek- 
ing wavelengths  or  frequencies 
rather  than  switching  circuits.  Cable 
companies  already  provide  all  the 
programs  to  all  the  terminals  and 
allow  customers  to  tune  in  to  the 
desired  messages.  Uniquely  in  the 
world,  U.S.  cable  firms  already 
offer  a  broadband  pipe  to  90  per- 
cent of  American  homes.  These 
coaxial  cables,  operating  at  1  giga- 
hertz for  the  last  several  hundred 
feet,  provide  the  basis  for  two-way 
broadband  services  today.  But  the 
cable  industry  cannot  become  a 
full-service  supplier  of  telecom- 
munications until  it  changes  its  self- 
image  from  a  cheap  provider  of 
one-way  entertainment  services 
into  a  common  carrier  of  two-way 
information.  Above  all,  the  cable 
industry  cannot  succeed  in  the  dig- 
ital age  if  it  continues  to  regard  the 
personal  computer  as  an  alien  and  irrelevant  machine. 

Massively  Parallel  Networks 
Analogous  to  the  integrated  circuit  in 
its  economic  power,  the  all-optical  net- 
work is  analogous  to  the  massively  par- 
allel computer  in  its  technical  paradigm. 
In  the  late  1980s  in  computers,  the  effort 
to  make  one  processor  function  ever  faster  on  a  serial 
stream  of  data  reached  a  point  of  diminishing  returns. 
Superpipelining  and  superscalar  gains  hit  their  limits.  Despite 
experiments  with  Josephson  Junctions,  high  electron  mobil- 
ity and  cryogenics,  usable  transistors  simply  could  not  be 
made  to  switch  much  faster  than  a  few  gigahertz. 

Computer  architects  responded  by  creating  machines 
with  multiple  processors  operating  in  parallel  on  multiple 
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streams  of  data.  While  each  processor  worked  more  slow- 
ly than  the  fastest  serial  processors,  thousands  of  slow 
processors  in  parallel  could  far  outperform  the  fastest  se- 
rial machines.  Measured  by  cost-effectiveness,  the  mas- 
sively parallel  machines  dwarfed  the  performance  of  con- 
ventional supercomputers. 

The  same  pattern  arose  in  communications,  and  for 
many  of  the  same  reasons.  In  the  early  1990s  the  effort  to 
increase  the  number  of  bits  that  could  be  time-division 
multiplexed  down  a  fiber  on  a  single  frequency  band  had 
reached  a  point  of  diminishing  returns.  Again,  the  switch- 
ing speed  of  transistors  was  the  show-stopper.  The  archi- 
tects of  all-optical  networks 
responded  by  creating  systems  that 
can  use  not  one  wavelength  or  fre- 
quency but  potentially  thousands 
in  parallel. 

Again,  the  new  systems  could 
not  outperform  time-division  mul- 
tiplexing on  one  frequency.  But  all- 
optical  networks  opened  up  a  vast 
vista  of  some  75,000  gigahertz  of 
frequencies  potentially  usable  fori 
communications.  That  immensel 
potential  of  massively  parallel  fre 
quencies  left  all  methods  of  puttin; 
more  bits  on  a  single  set  of  fre 
quencies  look  as  promising  a 
launching  computers  into  the  chil 
of  outer  space  in  order  to  acceler 
ate  their  switching  speeds. 

Just  as  the  law  of  the  microcos 
made  all  terminals  smart — distrib 
uting  intelligence  from  the  centet 
to  the  edges  of  the  network — sc 
the  law  of  the  telecosm  creates  i 
network  dumb  enough  to  accom 
modate  the  incredible  onrush  o 
intelligence  on  its  periphery 
Indeed,  with  the  one-chip  supercomputer  on  the  way,  man 
ufacturable  for  less  than  $100  toward  the  end  of  the  decade 
the  law  of  the  microcosm  is  still  gaining  momentum.  Th< 
fibersphere  complements  the  promise  of  ubiquitous  com 
puter  power  with  equally  ubiquitous  communications'. 

What  happens,  however,  when  not  only  transistors  bu 
also  wires  are  nearly  free?  As  Robert  Lucky  observes  ii 
his  foreword  to  Paul  Green's  book,  "Many  of  us  have  beei 
conditioned  to  think  that  transmission  is  inherently  expel 
sive;  that  we  should  use  switching  and  processing  whei 
ever  possible  to  minimize  transmission."  This  is  the  la> 
of  the  microcosm.  But  as  Lucky  speculates,  "The  limitld 
bandwidth  of  fiber  optics  changes  these  assumptions.  Pel 
haps  we  should  transmit  signals  thousands  of  miles  to  avd 
even  the  simplest  processing  function."  This  is  the  law  c 
the  telecosm:  use  bandwidth  to  simplify  everything  else 
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Informix 

Database  Technology  Helps 

Domino's  Pizza 

Distribution  Corporation  Deliver. 


When  Domino's  Pizza  Distribution  Corp.  wanted  to  manage  the  delivery 
of  perishable  food  ingredients  to  over  5,000  outlets,  they  turned  to  us,  Informix, 
the  experts  in  UNIX  relational  database  technology. 
Nationwide  Commissary  Information  System. 

Domino's  Pizza  Distribution  Corp.,  the  distribution  company  for  the 
world's  largest  pizza  delivery  system,  needed  an  inventory  control  and  accounting 
system  to  enhance  the  flow  of  information  between  its  headquarters  and  supply 
commissaries.  Because  each  corporate  commissary  is  autonomous,  the  system  had 
to  be  open,  flexible  and  affordable  as  well. 

Domino's  Pizza  Distribution  Corp.  chose  Informix's  UNIX  datab  >se  solution. 
Integrating  the  Entire  Operation. 

Domino's  commissary  information  system  manages  inventory,  accounting, 
payroll,  personnel,  and  truck-fleet  information  applications.  Although  each 
commissary  functions  independently,  a  network  links  them  to  each  other  and 
brings  corporate -wide  information  to  a  single  headquarters  location. 

Domino's  and  thousands  of  other  companies  have  called  on  us  for  12  years 
to  successfully  handle  their  critical  data. 

If  you're  considering  UNIX  for  data  management,  talk  to  Informix. 
Because  we're  the  experts. 
Call  1-800-688-IFMX. 


U  INFORMIX* 

THE  UNIX  DATABASE  EXPERTS. 


©  1992  Informix  Software,  Inc.  Informix  is  a  registered  trademark  of  Informix  Software,  Inc. 
All  other  names  indicated  by  •  or  '"  are  registered  trademarks  or  trademarks  of  their  respective  n 
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Daniel  Hillis  of  Thinking  Machines  Corp.,  Cambridge, 
Mass.,  offers  a  similar  vision,  adding  to  Lucky's  insight  the 
further  assertion  that  massively  parallel  computer  archi- 
tectures are  so  efficient  that  they  can  overthrow  the  per- 
sonal computer  revolution.  Hillis  envisages  a  power-plant 
computer  model,  with  huge  Thinking  Machines  at  the  cen- 
ter tapped  by  millions  of  relatively  dumb  terminals.  All 
these  speculations  assume  that  the  law  of  the  telecosm 
usurps  the  law  of  the  microcosm.  But,  in  fact,  the  two  con- 
cepts function  in  different  ways  in  different  domains. 

Electronic  transistors  use  electrons  to  control,  amplify 
or  switch  electrons.  But  photonics  differs  radically  from 
electronics.  Because  moving  photons  do  not  affect  one 
another  on  contact,  they  cannot  readily  be  used  to  con- 
trol, amplify  or  switch  each  other.  Unlike  electrons,  they 
cannot  be  trapped  in  a  capacitor  to  serve  as  a  memory. 
For  computing,  photons  are  far  inferior  to  electrons.  With 
single-electron  electronics  now  in  view,  electrons  will  keep 
their  advantage.  For  the  foreseeable  future,  computers  will 
be  made  with  electrons. 

What  are  crippling  flaws  for  photonic  computing,  how- 
ever, are  huge  assets  for  communicating.  Because  moving 
photons  do  not  collide  with  each  other  or  respond  to  elec- 
tronic charges,  they  are  inherently  a  multichannel  medi- 
um. They  are  immune  to  lightning  strikes,  electromagnet- 
ic pulses  or  electric  power  surges  that  destroy  electronic 
equipment.  Virtually  noiseless  and  massless  pulses  of  radi- 


ation, they  move  as  fast  and  silently  as  light — they  are  light. 

Listening  to  the  technology,  as  Caltech  prophet  Carv- 
er Mead  recommends,  one  sees  a  natural  division  of  labor 
between  photonics  and  electronics.  Photonics  will  domi- 
nate communications  and  electronics  will  dominate  com- 
puting. The  two  technologies  do  not  compete;  they  are 
beautiful  complements  of  each  other. 

The  law  of  the  microcosm  makes  distributed  comput- 
ers— smart  terminals — more  efficient  regardless  of  the  cost 
of  linking  them  together.  The  law  of  the  telecosm  makes 
dumb  and  dark  networks  more  efficient  regardless  of  how 
numerous  and  smart  are  the  terminals.  Working  togeth- 
er, however,  these  two  laws  of  wires  and  switches  impel 
ever  more  widely  distributed  information  systems. 

It  is  the  narrow  bandwidth  of  current  phone  company 
connections  that  explains  the  persistence  of  centralized 
computing  in  a  world  of  distributed  machines.  Narrow- 
band connections  require  smart  interfaces,  complex  pro- 
tocols and  expensive  data.  Thus  you  get  your  on-line  infor- 
mation from  only  a  few  databases  set  up  to  accommodate 
queries  over  the  phone  lines.  You  limit  television  broad- 
casting to  a  few  local  stations.  Using  the  relatively  nar- 
rowband phone  network  or  television  system,  it  pays  to 
concentrate  memory  and  processing  at  one  point  and  tap 
into  the  hub  from  thousands  of  remote  locations. 

Using  a  broadband  fiber  system,  by  contrast,  it  will  pay 
to  distribute  memory  and  services  to  all  points  on  the  net- 
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There's  a  meeting  in  New  York  at  10  and  San  Diego  at  10:30,  plus  they  need  you  in  Atlanta  at  11,  L.A.  at  11:15  so  maybe  you'd 
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work.  Broadband  links  will  foster  specialization.  If  the 
costs  of  communications  are  low,  databases,  libraries  and 
information  services  can  specialize  and  be  readily  reached 
by  customers  from  anywhere.  On-line  services  lose  the 
economies  of  scale  that  lead  a  service  such  as  Knight-Rid- 
der's  Dialog  to  attempt  to  concentrate  most  of  the  world's 
information  in  one  set  of  giant  archives. 

By  making  bandwidth  nearly  free,  the  new  integrated 
circuit  of  the  fibersphere  will  radically  change  the  envi- 
ronment of  all  information  industries  and  technologies.  In 
all  eras,  companies  tend  to  prevail  by  maximizing  the  use 
of  the  cheapest  resources.  In  the  age  of  the  fibersphere, 
they  will  use  the  huge  intrinsic  bandwidth  of  fiber — all 
25,000  gigahertz  or  more — to  replace  nearly  all  the  hun- 
dreds of  billions  of  dollars'  worth  of  switches,  bridges, 
routers,  converters,  codecs,  compressors,  error  correctors 
and  other  devices,  together  with  the  trillions  of  lines  of 
software  code,  that  pervade  the  intelligent  switching  fab- 
ric of  both  telephone  and  computer  networks. 

The  makers  of  all  this  equipment  will  resist  mightily. 
But  there  is  no  chance  that  the  old  regime  can  prevail  by 
fighting  cheap  and  simple  optics  with  costly  and  complex 
electronics  and  software. 

The  all-optical  network  will  triumph  for  the  same  rea- 
son that  the  integrated  circuit  triumphed:  it  is  incompa- 
rably cheaper  than  the  competition.  Today,  measured  by 
the  admittedly  rough  metric  of  MIPS  per  dollar,  a  personal 


computer  is  more  than  a  thousand  times  more  cost-effec- 
tive than  a  mainframe.  Within  10  years,  the  all-optical  net- 
work will  be  millions  of  times  more  cost-effective  than 
electronic  networks.  Just  as  the  electron  rules  in  comput- 
ers, the  photon  will  rule  the  waves  of  communication. 

The  all-optical  ideal  will  not  immediately  usurp  other 
technologies.  Vacuum  tubes  reached  their  highest  sales  in 
the  late  1970s.  But  just  as  the  IC  inexorably  exerted  its 
influence  on  all  industries,  the  all-optical  technology  will 
impart  constant  pressure  on  all  other  communications  sys- 
tems. Every  competing  system  will  have  to  adapt  to  its 
cost  structure.  In  the  end,  almost  all  electronic  communi- 
cations will  go  through  the  wringer  and  emerge  in  glass. 

This  is  the  real  portent  of  the  dark-fiber  case  wending 
its  way  through  the  courts.  The  future  of  the  Information 
Age  depends  on  the  rise  of  dumb  and  dark  networks  to 
accommodate  the  onrush  of  ever  smarter  electronics.  At 
stake  is  nothing  less  than  the  future  of  the  computer  and 
communications  infrastructure  of  the  U.S.  economy,  its  com- 
petitiveness in  world  markets  and  the  consummation  of  the 
Age  of  Information.  Although  the  phone  companies  do  not 
want  to  believe  it,  their  future  will  be  dark.  @ 

"Into  the  Fibersphere"  is  serialized  from  Gilder's  forth- 
coming book,  Telecosm.  Gilder  is  a  contributing  editor  of 
ASAP,  and  is  the  best-selling  author  of  Wealth  and  Pover- 
ty, Microcosm  and  Life  After  Television. 
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Each  unit,  less  than  $15,000.  Includes  VideoConferencing  System,  camera,  built-in 
international  standards,  fax/PC  interface.  Network  connections  and  other  extras,  are  extra. 
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By    Charles    Corn 


Sundance  Lodge 

Robert  Redford's  resort  in  the  hills  above  Provo  offers  pure 
pleasure  within  easy  striking  distance  of  Utah's  software  empires. 


Ever  since  the  murder  in  1844  of 
Mormon  founder  Joseph  Smith 
and  the  sudden  dramatic  exodus 
led  by  Brigham  Young  from  Missis- 
sippi River  settlements  to  the  Great 
Salt  Lake,  Utah's  desert  has  attracted 
visitors,  many  of  them  distinguished, 
international  ones.  The  curious  have 
traveled  a  well-rutted  road:  among 
them  were  Horace  Greeley.  Captain 
Richard  Burton,  Mark  Twain  and 
Ralph  Waldo  Emerson. 

While  these  early  travelers  wanted 
to  see  for  themselves  the  exotic  polyg- 
amous empire  that  was  universally 
deplored  in  other  parts  of  America, 
the  visitor  today  is  more  likely  drawn 
by  the  business  opportunities  in  one 
of  the  fastest-growing  computer 
empires  in  the  country.  And  perched 
in  the  Wasatch  Mountains  on  the  edge 
of  the  Orem-Provo  nexus  of  high-tech 


firms  is  a  gratifying  anomaly  that  offers 
the  opportunity  to  converge  business 
and  pleasure — the  resort  known  as 
Sundance. 

During  the  hour's  drive  south  from 
Salt  Lake  City,  I  watched  the  coun- 
tryside change  dramatically.  Within  50 
miles  the  high  desert  gave  way  to 
rolling  hills  crossed  with  fall-tinted  Cot- 
tonwood arroyos.  When  I  left  the  inter- 
state to  drive  up  Provo  Canyon,  fish- 
ermen alone  or  in  pairs  stood  waist- 
deep  in  the  river,  bracing  themselves 
against  the  swift  current  while  casting 
for  trout. 

Sundance  is  situated  in  the  north 
fork  of  the  canyon  at  the  base  of 
12,(XK)-foot  Mt.  Timpanogos,  and  with- 
in minutes  I  was  climbing  through  crisp, 
green  alpine  country.  Were  it  not  for 
a  series  of  small,  unobtrusive  signs 
pointing  the  way,  I  would  have  driven 


past  the  resort,  so  thoroughly  does  it 
blend  into  its  pine-and-fir-covered  sur- 
roundings. Sundance  intentionally  has 
no  real  center  as  it  spills  unevenly 
down  the  mountainside.  It  is  a  skier's 
paradise  in  winter,  along  a  stream  that 
bisects  horseback,  mountain  bike  and 
hiking  trails.  Set  in  5,000  acres  of  pro 
tected  wilderness  are  cottages  with 
stone  fireplaces,  two  restaurants,  a  the- 
ater, a  general  store,  a  screening  room 
a  dance  rehearsal  hall,  administratior 
offices  and  meeting  spaces. 

Founded  in  1969  by  Robert  Red 
ford,  Sundance  has  matured  as  a  resor 
largely  through  the  actor's  environ 
mental,  ecological  and  artistic  convic 
tions.  In  the  winter,  Sundance's  repu 
tation  rests  largely  on  its  superb  sk 
mountain  with  41  diverse  runs.  In  su 
mer.  it  features  the  Sundance  Institute 
an  organization  started  by  Redford  i 
1980  that  supports  and  encourag 
work  in  independent  filmmaking  ar 
playwriting.  Andrew  Harper's  Hid 
away  Report  named  Sundance  as  o: 
of  two  1991  U.S.  resort  Sanctuaries 
the  Year. 

Sundance  does  not  behave  like 
five-star  hotel.  There  is  no  room  se 
vice  as  such:  you  simply  call  the  fro 
desk  located  in  a  common  lodge,  t 
the  staffer  on  duty  what  you  want,  a 
it  is  brought.  Young,  friendly  sta 
members  deliver  firewood  to  your  ct| 
tage  each  morning.  The  empha 
everywhere  is  regional,  in  the  best  p 
sible  sense:  in  the  Native  Americ- 
an and  crafts  appointing  the  1 1 
Room  Restaurant,  in  the  local  gnl 
mountain  trout  featured  on  the  m 
and  in  the  bunches  of  dried  flow 
hanging  from  the  rough-hewn  be 
in  my  cottage.  You  hear  it  in  the  0 
muring  stream  waters  while  you  ill 

Paradoxically,  Sundance  has  m 
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tained  its  identity  through  change,  but 
of  a  carefully  conceived  and  subtle 
sort.  "We've  grown  100  percent  over 
the  last  two  years,"  Clare  Jackson, 
director  of  marketing,  told  me  over 
lunch  in  the  resort's  Grill  Room.  "You 
don't  have  to  come  here  to  do  busi- 
ness, but  you  can  do  business  at  Sun- 
dance as  well  as  you  can  at  a  more 
convention-oriented  hotel  such  as  the 
Marriott  in  Salt  Lake  City.  The  beau- 
ty here  is  that  you  have  the  best  of 
both  worlds.  We  don't  have  an 
Olympic  swimming  pool  and  an  adjoin- 
ing weight  room;  the  emphasis  here  is 
on  the  out-of-doors. 

"We're  both  isolated  and  accessi- 
ble. Federal  Express  is  delivered  twice 
a  day.  All  service  areas  have  fax 
machines.  When  a  guest  receives  a 
fax,  it  is  delivered  immediately.  You 
can  dial  directly  anywhere  from  your 
room.  We  don't  have  E-mail  yet,  but 
we  do  have  facilities  for  laptops  in 
the  cottages,  and  if  you  need  a  doc- 
ument printed  out  from  your  com- 
puter, we  can  do  that.  In  early  1993, 
we'll  have  a  business  office  with  copy 
and    fax    machines    and    computer 


hookups.  Tom  Brokaw  has  a  home 
up  on  the  mountain,  and  he  uses  our 
administrative  offices.  Our  facilities 
are  already  excellent,  and  they're 
going  to  be  better." 

Novell  Inc.  in  Provo  is  a  20-minute 
drive  back  through  the  Provo 
Canyon,  and  WordPerfect  in 
Orem  is  only  a  quarter-hour  away  by 
car  on  the  same  route.  But  for  my 
afternoon  appointments  I  drove  the 
long  way,  via  the  Alpine  Loop  above 
Sundance  through  birch  and  aspen 
groves,  a  spectacular  autumn  drive 
through  an  8,000-foot  pass.  Other 
hotels  are  closer  to  the  action,  but  get- 
ting there  isn't  half  as  much  fun. 

"Sundance  is  my  favorite  destina- 
tion for  a  business  lunch,"  says  Michael 
Schouten,  a  media  manager  in  Word- 
Perfect's advertising  division.  "There 
are  no  distractions,  and  the  service  is 
excellent.  It's  one  of  the  best  places 
in  the  state  to  eat,  and  if  you're  lucky, 
you  get  a  chance  to  meet  Bob."  (Red- 
ford  is  known  as  Bob  to  staff  and 
guests  alike.) 

Jeff  Acerson,  WordPerfect's  direc- 
tor of  corporate  communications,  elab- 


orated: "Sundance  is  only  15  minutes 
away  from  our  offices,  but  it's  really 
another  world.  We  take  clients  up 
there  all  the  time.  It's  self-gratifying, 
close,  unique,  intimate." 

The  rustic  intimacy  of  the  place 
described  by  Clare  Jackson  and  Jeff 
Acerson  can  allow  for  occasional  inept 
service  that  would  be  infuriating  any- 
where else,  but  is  somehow  winsome 
here.  My  last  evening,  I  ordered  a  Tan- 
queray  Gibson  over  ice.  When  the 
salad  arrived  but  no  cocktail,  I  asked 
the  waiter  about  my  drink.  "I'm  sorry, 
sir,  but  we  have  a  new  bartender,  and 
he's  having  to  check  the  book  on  how 
to  make  a  Gibson." 

When  the  drink  came,  it  was 
wretched,  so  I  sent  it  back  and  asked 
for  wine.  "Tell  me  how  you  want  it, 
sir.  We'll  fix  it  just  the  way  you  tell 
us."  And  so  they  did.  In  this  small 
way,  perhaps,  I  can  take  credit  for 
making  an  improvement  to  paradise. 

Charles  Corn  is  a  travel  writer  based 
in  San  Francisco.  His  latest  book,  Dis- 
tant Islands,  describes  his  experiences 
traveling  in  the  Indonesian  archipelago. 
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Bala  Plaza  •  Bala  Cynwyd,  PA  1 9004  ♦  (2 1 5)  667-8600  •  FAX:  (2  I  5)  667-7894 


That's  why  you  need 
Primavera. 

Planning  a  project  is  one  thing. 

Controlling  a  project  is  a  million 
things  all  at  once.  And  for  navigating 
all  the  twists  and  turns  that  your 
project  might  take,  no  software  offers 
more  than  Primavera  Project  Planner® 

Survive  the  hazards  the  map  never  shows. 

Throughout  your  project,  and 
especially  when  the  unexpected  pops 
up,  Primavera  provides  superior 
status  reports  to  keep  you  on  top  of 
the  situation. 

Standard  and  custom  reports  help 
you  plan,  organize,  contiol,  negoti- 
ate and  communicate.  Superb  project 
graphics  pinpoint  problems  and 
illustrate  solutions. 

And  Primavera  is  fully  multiuser. 
All  members  of  your  team  can  work 
on  any  parts  of  the  same  project — 
or  group  of  projects — simultaneously. 

Contact  Primavera  at  1-800-423-0245 
for  more  information  and  a  FREE 
video  presentation  about  Primavera 
Project  Planner. 
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.t's  curious  what 

passes  for  interoperable 

computer  systems 

these  days. 


Lately,  many  computer  makers 
claiming,  "Our  systems  are  open." 
their  customers  are  asking,  "Open 
what?  Your  computer  environment? 
ours?" 

The  point  is  well  taken.  Because 
puters  should  work  with  systems 
jady  in  place,  the  customer's  existing 
Kstment.  And  with  systems  yet  to 
le,  the  customer's  future  investment, 
la  big  assignment-interoperability, 
Ibling  information  to  move  freely 
Iss  different  computer  environments. 
Permit  us  to  suggest  a  simple 
\.  Ask  your  computer  providers  if 
commitment  to  interoperability 
ds  to  a  few  of  their  offerings-or  all 
em.  Ask  if  their  commitment  ends 

Corporation 


with  UNIX®  and  PC  operating  systems- 
or  anchors  their  systems  architecture 
and  corporate  strategy  Total  interopera- 
bility does  not  yet  exist.  But  a  total  com- 
mitment to  interoperability  puts  Unisys 
at  the  head  of  the  industry-and  gives 
our  customers  a  head  up  on  the 
competition. 

Perhaps  you  hadn't  realized  that 
Unisys  is  a  pioneer  at  delivering  infor- 
mation solutions  over  open  information 
networks.  And  among  the  first  to  appre- 
ciate that  open  systems  are  only  one 
stop  on  the  drive  to  interoperability. 

UMSYS 

We  make  it  happen. 


"No  supplier  is  doing  more  to 
respond  to  its  customers'  require- 
ments for  interoperability  across  an 
entire  product  line  than  Unisys," 
reports  the  Aberdeen  Group.  We've 
brought  the  benefits  of  interoperability 
to  customers  such  as  The  Limited, 
the  State  of  Ohio,  Banque  Bruxelles 
Lambert,  and  more. 

It's  all  part  of  our  focus  on  the 
customer.  And  a  prime  reason  60,000 
Unisys  customers  in  100  countries  rely 
on  us  for  solutions  to  fit  their  needs.  Not 
merely  our  own. 

Call  us  at  1-800-448-1424,  ext.  171. 
Whatever  shape  your  systems  are  in,  we 
can  shape  a  solution  equal  to  the 
challenge. 

UNIX  is  a  registered  trademark  of  UNIX  System  Laboratories,  Inc. 
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By    Owen    Edwards 


Technology 


t)ie  Toady 


Have  you  groveled 
before  your  boss 
today,  complimented 
his  tie  or  her  earrings 

(or  vice  versa)?  If 


V     you  \e  neglected  these 


vital  suck-up  chores, 
maybe  it's  time  to 
update  your  software. 


Much  has  been  said  about  the  won- 
ders of  information  technology  as 
a  tool  for  making  people  more  effec- 
tive and  efficient.  Alas,  what  the  pros- 
elytizers  and  true  believers  fail  to  point 
out — or  simply  haven't  noticed — is  that 
even  the  most  dazzling  hardware  and 
the  most  imaginative  software  cannot 
make  people  better.  Rats,  creeps,  nit- 
pickers  and  other  assorted  lowlife 
remain  what  they  are,  whether  they 
sit  in  front  of  a  PC  or  hide  behind  the 
sociological  smoke  screen  of  a  PC. 
Enabling  them  to  be  more  effective  is 
one  of  those  unhappy  by-products  of 
progress,  like  spray-on  Cheez-Whiz. 
Since  villains  can  learn  every  bit  as 
quickly  as  heroes,  the  great  idea-pro- 
cessing machines  of  the  modern  work- 
place are  just  as  useful  for  promul- 
gating lies  as  for  spreading  truth. 
Though  we  may  assume  that  comput- 
ers make  the  best  minds  better,  they 
are  also  eminently  capable  of  making 
bad  people  far  worse  than  their  vilest 
dreams,  or  our  worst  nightmares. 

Take,  for  instance,  the  awful  possi- 
bilities for  power  plays  now  available 
to  that  ubiquitous,  iniquitous  menace, 
the  office  toady.  Whether  branded  a 


suck-up,  ass-kisser,  yes  man  (or  woman) 
or  simply  pond  scum,  this  loathsome 
creature  has  been  a  fixture  in  the  work- 
place for  a  lot  longer  than  IBM  or 
Apple.  In  fact,  toadies  have  been 
practicing  the  dark  arts  of  upward 
servility  since  the  Middle  Ages, 
when  they  earned  their  name 
by  devouring  toads  (advertised 
to  be  poisonous)  in  order  to 
demonstrate  the  miraculous 
cures  of  the  magicians  for  whom 
they  shilled.  In  fairness, 
popping 
down  a 


toad  or  two  was  a  living,  no  more  rep- 
rehensible than  burning  witches  at  the 
stake,  beating  time  for  galley  slaves, 
raising  medical-grade  leeches  or  any 
other  respected  medieval  job.  The  dif- 
ference was  that  toad  eating  had  only 
one  goal — to  make  the  boss  look  good 
at  whatever  cost  to  dignity  and  diges- 
tion. 

Modern  toadies,  of  course,  do  not 
have  to  dine  on  amphibians.  They 
are  more  likely  to  order  the  salmon 
filet  with  capers  and  a  nice  Chardon- 
nay.  In  terms  of  ambition,  too,  they 
have  bigger  fish  to  poach;  they  are 
after  not  just  a  living — real  work  could 
provide  that — but  power,  easy  money 
and  a  corner  office — preferably  yours. 
But  modern  toadies  are  usually  as  easy 
to  recognize  today  as  when  they  were 
slinking  around  praising  the  extraor- 
dinary tastiness  and  nutritional  value 
of  the  boss's  free  snacks. 

In  a  typical  office  a  toady  is  the 
person  who  always  has  something  pos- 
itive to  say  about  top  management,  no 
matter  how  lame  that  management  may 
be.  Say  a  plan  has  just  been  put  into 
effect  that  will  triple  paperwork,  delay 
decisions  and  reduce  individual  initia- 
tive. "Oh,  I  don't  think  we  ought  to 
complain  before  we  give  it  a  chance." 
says  the  ever-accommodating  toady.  "If 
the  big  boys  didn't  know  what  they 
were  doing,  I  don't  think  they'd 
be  where  they  are  today." 

With     the     severe 
attrition  of  middle  man- 
agement   during    the 
widespread  "restruc- 
turing" of  the 
1990s,  toadies 
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The  Netherlands,  which  transformed 
distribution  into  logistics,  champions 
"value-added  logistics"— 
a  competitive  strategy 
that  can  speed  your 
entry  or  expansion  in 
Europe  as  distribution 
channels  change  rapidly. 

Value-added  logistics  goes 
beyond  mere  physical  distribu- 
tion, a  task  in  which  the  Netherlands 
is  already  unsurpassed  because  of 
Rotterdam's  and  Schiphol's  ideal 
locations,  and  beyond  logistics,  which 
adds  brains  to  brawn. 

Dutch  experience  in  value-added 
logistics  satisfies  your  need  to  meet 
customized  order  specifications  in 
combination  with  speedy  delivery  to 
end  users  throughout  Europe. 

In  the  Netherlands,  you  will  find  the 
perfect  infrastructure  for  adding 
value  to  all  types  of  products  through 
assembly,  customization,  testing, 
burn-in  or  even  repair  activities. 

Under  the  same  roof,  you  can  repack  your  goods,  label 
them,  take  orders,  handle  invoicing,  and  offer  after  sales 
support  and  service  for  your  European  customers. 

WHEN  YOU'RE  READY  TO  GO  THE  NEXT  STEP, 
REMEMBER:  YOU  CAN  MAKE  IT  IN  HOLLAND. 


■Netherlands- 


fbieignlnvestment 
pxy 


NEW  YORK  (212)  246-1434  •  SAN  MATEO  (415)  349-8848  •  LOS  ANGELES  (310)  477-8288  •  OTTAWA  (613)  237-5030 


dZl    Please  send  me  more  information  on  the  advantages 
of  entering  or  expanding  in  the  European  market  through 
the  Netherlands. 


Name 


Title 


Company 


Telephone 


Complete  this  coupon  and  mail  or  fax  to: 

Mr.  C.A.P.  Vermeulen,  Executive  Director 
Netherlands  Foreign  Investment  Agency 

One  Rockefeller  Plaza,  New  York,  NY  10020 
(FAX)  212-246-9769 


Address 


City 


State 


Zip 


This  material  is  published  by  Ogilvy  Adams  &  Rinehart,  which  is  registered  as  an  agent  of  the 
Government  of  the  Netherlands.  It  is  filed  with  the  Department  of  Justice  where  the  required  reg- 
istration statement  is  available  for  public  inspection.  Registration  does  not  indicate  approval  of 
the  contents  by  the  United  States  Government. 
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have  had  to  resort  to  subtlety  in  order 
not  to  go  the  way  of  corporate  offi- 
cers' other  luxury  perks,  expendable 
remnants  of  the  high-fat  1980s  like  the 
company  Mercedes  or  the  ski  chalet  in 
Vail.  You're  no  longer  likely  to  hear 
some  slime-monger  chirp.  "Gosh.  Mr. 
M..  that  suit  gives  you  a  kind  of.  well 
.  .  .  Tom  Selleck  look!"  Or  see  said 
cringer  lean  close  to  an  amateurish 
snapshot  of  a  daughter  on  horseback 
and  exclaim.  "No.  Chief,  come  on.  You 
took  this  photograph  yourself?"  Nowa- 
days, master  toadies  make  it  a  point 
to  look  as  if  they're  doing  something 
more  crucial  to  profits  than  stroking 
the  chief  operating  ego.  Given  that  the 
leaner,  faster-moving  companies  have 
fewer  time-consuming  meetings,  you 
won't  even  be  able  to  spot  the  telltale 
swivel  eye.  the  constant  checking  of 
the  boss's  reaction  before  venturing  an 
opinion  that  is  a  sure  sign  of  advanced 
toadyism. 

It  is  possible  that  tougher  times  in 
business  could  cause  the  extinction  of 
the  toady.  (One  pleasantly  imagines 
an  archaeologist  a  million  years 
from  now  dredging  from  a  peat 
bog  a  perfectly  preserved  spec- 
imen, bent  double,  its  leathery 
lips  still  puckered.)  After  all. 
how  can  a  truly  competitive 
operation  justify  paying  a  salary  to 
someone  whose  primary  function  is 
to  reinforce  the  dangerous  notion  that 
the  boss  is  infallible?  But  that  is  pre- 
cisely the  secret  of  the  toady's  success: 
the  boss  likes  to  be  told  of  his  or  her 
divinity,  preferably  at  regular  intervals 
each  and  every  day.  So  don't  look  for- 
ward to  the  demise  of  this  pest  any- 
time within  the  next  millennium. 
Some  toadies  will  get  what's  coming 
to  them,  of  course,  just  as  some 
good  people  will  undeservingly  find 
themselves  out  in  the  cold:  the  reces- 
sion is  an  equal  opportunity  destroy- 
er. But  unlike  good  people,  who  won't 
do  absolutely  anything  to  keep  them- 
selves swathed  in  Rolexes.  toadies  will 
sink  as  low  as  necessary  to  keep  ris- 
ing high.  Since  the  Darwinian  nature 
of  things  decrees  that  to  survive  is  to 
adapt,  and  survival  (in  style)  is  toad- 
ies' first  order  of  business,  they  are 
usually  quick  studies.  Thus  we  have  to 
anticipate  that  if  the  technology  exists 
to  let  toadies  do  their  dark  deeds  at 
the  speed  of  light,  they'll  jump  on  it. 


Given  the  sheer  number  of  toadies — 
there's  at  least  one  in  every  group 
of  two  employees  or  more — it's  not 
hard  to  imagine  the  software  industry 
discovering  a  vast  new  market  to  be 
tapped.  A  few  possible  products: 
MicroSuck.  This  all-inclusive  program 
offers  a  menu  of  suggestions  on  how 
to  cozy  up  to  the  boss,  based  on  an 
elaborate  database  of  the  top  execu- 
tive's personal  preferences,  quirks, 
foibles,  choice  of  drinks,  taste  in  flow- 
ers and  so  forth.  This  requires  con- 
stant maintenance,  especially  at  com- 
panies with  a  lot  of  management 
turnover.  But  for  a  dedicated  toady, 
this  sort  of  attention  to  the  cult  of  the 


boss's  personality  is  an  act  of  religious 
devotion.  Similar  to  popular  tax  pro- 
grams. MicroSuck  displays  a  prompt 
whenever  a  significant  birthday  (that 
of  the  boss,  his  or  her  spouse,  the  kids, 
and  the  springer  spaniel)  or  anniver- 
sary (ascension  to  power,  wholesale 
purge  of  enemies)  is  coming  up,  and 
suggests  ingratiating  ways  to  observe 
the  event.  The  MicroSuck  thesaurus 
offers  abundant  complimentary  words 
(from  awesome  to  zowee!)  and  syn- 
onyms for  boss  (top  gun,  el  jefe.  the 
man.  Ms.  Big,  brigadier,  etc.). 
Strokeware.  Though  somewhat  less 
comprehensive  than  MicroSuck,  Stroke- 


ware  is  useful  for  the  advanced  toady, 
providing  quick  reminders  to  keep  up 
the  flattering  patter  ("Have  you  com- 
plimented his  tie  today?"  "Isn't  that  a 
Donna  Karan  outfit  she  has  on?").  An 
optional  program,  Stroke-a-Joke,  offers 
ihe  original  Donald  Regan  collection 
of  zingers — one  for  every  working 
day — used  by  the  former  White  House 
chief  of  staff  to  jolly  up  President 
Ronald  Reagan  in  the  morning. 
GrovelMinder,  another  available  fea- 
ture, lets  the  careful  toady  check  the 
frequency  of  use  of  a  given  gratuitous 
compliment  to  avoid  repetitions  that 
even  the  most  needy  boss  might  find 
embarrassing.  Similarly,  Sidewinder- 
Minder  tracks  the  slurs  and  innuendos 
a  toady  has  directed  against  his  or  her 
colleagues. 

Gee!  Mail  A  variation  on  E-mail,  this 
communication  breakthrough  links  the 
toady  directly  (and  exclusively)  to  the 
computers  of  selected  top  executives, 
allowing  the  toady  to  express  his  or  her 
admiration  and  astonishment  (as  in 
"Gee.  Boss,  your  thinking  on  the  lat- 
est reorganization  is  so  clear  and  pen 
etrating  that  maybe  even  Dave  and  A 
will  finally  get  with  the  program.  Le 
me  know  if  I  can  help  you  identify  am 
of  the  deadwood  around  here."), 
one-keystroke  command,  the  patentee] 
Unction  Function,  instantly  produce 
obsequious  memos  complimenting  pow 
erful  people  on  their  exceptional  qua 
ities.  Each  memo  is  tailor-made,  usin 
a  menu  of  possible  options  starting  wit 
the  name  (Sir,  Chief,  Exalted  On 
Scourge  of  Our  Enemies,  Wrath 
God.  Source  of  All  Light,  etc.)  and  cor| 
tinuing  with  adjectives  (witty,  memcj 
rable.  exemplary,  unprecedented,  ot 
erworldly,  not  to  be  believed,  beyo 
the  ken  of  us  mere  mortals,  etc.).  Th 
maker  of  Gee!  Mail.  SmarmCom  In 
is  at  work  on  an  upgrade  that  will  o 
late  and  measure  responses  to  alloi 
increased  subtlety  or  exaggeration 
required. 

The  possibilities  are  grisly  and 
endless  as  the  toady's  capacity  for  » 
debasement  is  bottomless.  With  increJ 
ing  competition  driving  software  en 
neers  to  come  up  with  new  product! 
and  with  the  sad  reality  that  b< 
mere  lickspittle,  howevei  adroit,  i 
won't  cut  it  anymore — expect  techn 
ogy  to  empower  the  puerile.  Prep 
for  Robotoady! 
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CHIEF  EXECUTIVE  OFFICER 


CHIEF  INFORMATION  OFFICER  I    Q 


Choosing  AT&T  ACCUNET  Data  Services  is  one  decision  all  th< 
decision-makers  can  agree  on. 

The  chief  executive  officer  will  no  doubt  be  impressed  bj 
ACCUNET's  reliability.  Because  the  CEO  understands  that  the  con: 
pany's  data  lines  can  affect  the  company's  bottom  line.  After  all,  if 
data  line  goes  down,  sales,  productivity  and  profits  can  go  down  with  ij 
But  with  ACCUNET,  data  lines  are  protected  by  AT&T's  FASTAITThl 
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exclusive  technology  gives  AT&T  the  only  self-healing  nationwide  network 
■hat  can  automatically  bring  circuits  back  up  in  minutes  in  the  event  of 
J .  cable  cut. 

*  The  chief  information  officer  will  applaud  ACCUNET's  routing 

liversity  Because  the  CIO  knows  that  routing  diversity  can  make  a  net- 
work more  reliable,  since  it  gives  data  lines  separate  and  distinct  paths  to 
ravel  on.  Only  AT&T  can  guarantee  this  option  because  it  has  the  largest 
network  of  any  carrier.  So  a  company  can  get  all  the  reliability  of  routing 
liversity  with  only  one  network  to  manage.  And  for  companies  with 
nission-critical  data  lines,  AT&T  offers  a  special  service  that  can  move 

data  to  another  circuit  in  milli- 
seconds should  a  problem  occur. 
No  doubt  the  chief  fi- 
nancial officer  will  give  ACCUNET 
high  marks  for  its  competitive 

|    ^^P^^^^^^^I^^B  pricing.  Because  AT&T  Multi  Ser- 

L  II  M  f  vice  Volume  Pricing  Plan  makes 

^■^^^^^^^■^^  — m *'      ACCUNET  more  affordable  than 

ever.  In  fact,  the  longer  the 
contract,  and  the  higher  the  level 
f  commitment,  the  more  you  could  savet 

So  whether  you're  a  CEO,  CIO  or  CFO  (or  simply  have  the 
ssponsibility  of  one),  you'll  see  the  value  of  AT&T  ACCUNET  Data  Services. 
com  because  when  it  comes  to  data,  we  know  that  reliability,  diversity  and 
if  lompetitiye  pricing  are  the  chief  concerns  of  every  chief  decision-maker. 
For  more  information  on  how  to  improve  the  reliability  of  your 
ta  network,  call  your  AT&T  Account  Executive  or  1  800  247-1212,  Ext.  949. 
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The  Best  American 
Car  Value. 

According  to  the  experts  at 
IntelliChoice,  publisher  of  The 
Complete  Car  Cost  Guide,  the 
best  American  car  value  is  the 
Buick  Park  Avenue.* 

IntelliChoice  came  to  this 
solid  conclusion  after 
considering  not  just  purchase 
price,  but  the  costs  of 


Just  because 

you've  earned  it, 

doesn't  mean 

you  have  to 

spend  it. 


]®  Buckle  up,  America! 


©1992  GM  Corp.  All  rights  reserved. 

Park  Avenue  is  a  registered  trademark  ol  GM  Corp. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


depreciation,  financing, 
insurance,  taxes,  fuel, 
maintenance  and  repairs  over 
a  five-year  period. 

Reward  your  success  with 
the  quality,  luxury,  safety  and 
lasting  value  of  the  Buick  Park 
Avenue.  You've  earned  it. 

Call  1-8004A-BUICK  to  find 
out  more.  Or  see  your  Buick 
dealer  for  a  test  drive  today. 


•Information  based  on  IntelliChoice,  In. 
I  hr  Complete  Off  CM  OuUt 
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ARE  YOU 

MISCLASSIFYING  YOUR 

1099  INDEPENDENT 

CONTRACTORS? 


It's  Your  Company's  Responsibility  To  Prove  That 
Your  1099  Contractors  Are  Truly  "Independent!" 


"hese  are  just  three  of  20  questions*  which  may  help  to  determine  if  you  are  erroneously 
[reating  former,  retired  or  special  project  employees  as  Independent  Contractors: 

Is  your  company  the  sole  or  nriajor  source  of  income  for  the  individual? 

Does  the  consultant  provide  the  same  or  similar  services  as  your  own  employees? 

Do  you  instruct  the  person  as  to  when,  where  and  how  work  is  performed? 

>AYROLL  OPTIONS  UNLIMITED™    HAS  THE  CONFIDENTIAL  SOLUTION! 

ayroll  Options  Unlimited  is  a  unique  confidential  service  that  allows  your  1099  wage  earners 
o  continue  providing  services  to  your  company  without  risk  ...  on  our  payroll! 
^all  today  tor  a  completely  confidential  discussion  about  our  program.  Be  sure  to  ask  our 
Education  Department  for  a  free  "Independent  Contractor  1099  Status  Test*." 


CALL:  ROB  LYON 

800-966-6654 

J  (j  Payroll  Options 
Unlimited 


A  DIVISION  OF  UNIFORCC  SERVICES,  INC. 


.335  Jericho  Turnpike,  New  Hyde  Park,  N.Y.  1 1040 

is  not  a  conclusive  list  of  the  criteria  used  by  taxing  authorities.  It  is  our  recommendation 
ft  you  consult  your  legal  or  tax  professionals  to  avoid  reclassification 


PAYROLL  OPTIONS  UNLIMITED™  ,  INC. 

1 335  Jericho  Turnpike,  Suite  4  •  New  Hyde  Park.  N.Y.  1 1 040  Phone  800-966-6654 

□  Please  send  more  information  on  Payroll  Options  Unlimited. 

□  Please  call  me,  confidentially. 


Name 

Company 
Address  — 

City 

Phone  -I_ 


Title 


State 


Zip 


CIGA  HOTELS 


Will  the  muse  visit  you  during  your  stay  at  the  Gritti 
Palace  in  Venice?  You  will  certainly  enjoy  the  same  sources  of 
inspiration  as  Mr  Hemingway. 

The  Grand  Canal  still  laps  the  hotel  entrance  as  it  has 
for  five  hundred  years. 

Titian's  16th  century  portrait  of  Doge  Andrea  Gritti 
continues  to  grace  the  hotel's  walls. 

ERNEST  HEMINGWAY  WROTE 

A  NOVEL  HERE. 

PERHAPS  YOU  MAY  BE  MOVED  TO 

WRITE  A  MEMO  OR  TWO? 

And  the  view  from  your  window,  across  to  the  church 
of  La  Salute,  is  the  same  one  that  greeted  the  American  author 
on  his  arrival  in  October  1949. 

The  Gritti  Palace  became  not  only  the  place  where  he 
wrote,  but  also  the  place  that  he  wrote  about,  in  "Across  the 
river  and  into  the  trees". 

In  truth,  other  Ciga  Hotels  have  proved  equally  inspiring. 
And  neither  satellite  communications  nor  air  conditioning 
have  robbed  them  of  their  historic  charm. 

In  Asolo,  amid  the  hills  of  the  Veneto,  you  will  find  the 
Villa  Cipriani.  Once  the  home  of  Robert  and  Elisabeth  Browning. 

But  perhaps  the  most  literary  of  our  hotels  is  the 
Meurice,  which  borders  the  Tuileries  in  Paris. 

For  more  than  thirty  years,  its  renowned  restaurant 
served  as  headquarters  to  France's  most  noted  literary  circle. 

An  era  immortalised  in  Fargue's  "Les  Pietons  de  Paris" 
And  commemorated  by  the  portrait  of  its  Patron,  Florence 
Gould,  which  presides  over  diners  to  this  day. 

If  you  are  a  person  more  attracted  by  the  beauty  of  a 
traditional  building  than  the  sterility  of  a  tower  block, 
consider  a  Ciga  Hotel  next  time  you  travel. 

There  are  currently  36  to  choose  from,  with  room  rates 
much  the  same  as  ordinary  five  star  hotels. 

To  obtain  a  brochure  describing  them  all,  simply  fax 
your  letterhead  or  business  card  to  New  York  212-421  5929. 
Alternatively,  telephone  New  York  212-935  9540. 
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A  new  breed  of  computer  hackers  isn't 
just  thrill-seeking,  boastful  kids  but  seri- 
ous cybercrooks 
who  have  law 
enforcement 
officials  very 
concerned. 
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'It's  a  helluva 
place  to  have  a 
business,"  says 
Steve  Haber,  as  he 
reclines  in  his 
hot  tub  in  Vail, 
running  his 
$20  million 
company. 
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This  1962 
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since  1988. 
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AEST  EasyLink  Services  helps  you 

live  with  your  communications 

system  for  richer,  not  poorer. 

The  need  to  connect,  both  internally  and  with 
business  partners— it's  why  your  company  made 
investments  in  computers  and  applications  for 
your  communications  system.  But  since  no  sys- 
tem, including  yours,  is  compatible  with  all  others, 
you  may  face  a  choice  of  reinvesting  in  new 
equipment  or  losing  business  to  competitors. 
Neither  sounds  good. 

AT&T  EasyLink  Services  offers  a  solution.  It's 
called  "connectivity."  It's  like  an  adaptor  for 
diverse  systems.  Working  with  your  company's 
existing  equipment,  now  your  system  can  con- 
nect to  virtually  any  other,  anytime,  worldwide. 

While  protecting  your  investment  in  hard- 
ware, software,  and  training,  connectivity  can 
also  help  your  business  operate  faster  and  be 
more  competitive— able  to  respond  instantly  to 
new  business  opportunities,  and  to  service 
existing  customers  with  increased  accuracy. 


How  to  develop  a  lasting  relationship  with)  j»tf 


And  all  this  is  available  with  no  fixed  costs, 
no  capital  investments,  and  no  new  additions. 

Connectivity.  It  goes  to  the  heart  of  what 
AT&T  EasyLink  Services  is  all  about:  simple, 
efficient,  barrier-free  messaging.  And  it's  one  of 
many  ways  EasyLink  lets  you  see,  hear  and  say 
things  you  never  could  before.  Together  with 
EDI,  fax  services,  information  services,  e-mail, 
and  telex,  AT&T  EasyLink  Services  can  help 
you  and  your  business  keep  up  with  your  ever 
changing  communications  needs. 

For  more  information  about  connectivity, 
please  call  vour  account  representative,  or 
AT&T  EasyLink  Services  at  1  800  242-6005, 
Dept.  6842.  In  Canada,  call  1  800  567-4672. 
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Newark  Life  is 
arge,  conservative,  and  dull 

Reassuring  in 
times  like  these,  isn;t  it? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
" stability "  and  "security "  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
trend.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  147  years. 

When  the  financial  community  tied  its  money  up 

i  in  an  overheated  real  estate  market,  we  were  modest 

investors.  When  others  embraced  junk  bonds, 

we  held  back.  (In  fact,  95  percent  of  the  bonds  in 

our  portfolio  are  investment  grade.* ) 

Does  that  make  us  large  and  conservative? 
We  should  say  so.  And  as  for  dull,  we  look  at 
it  this  way:  If  being  exciting  means  investing 
in  volatile  junk  bonds,  that's  the  kind  of  excite- 
ment we  can  all  do  without. 

For  information  on  any  of  our  products  and 
services,  call  your  local 
New  York  Life  agent 

Or  1-800-695-4331.  The  Company  You  Keep! 


D1992  New  York  Life  Insurance  Company  and  New  York  Life  Insurance  and  Annuity  Corporation,  51  Madison  Avenue, 

New  York,  NY.  10010.  AJ'  rights  reserved  *As  of  December  3 1 ,  1991,  includes  the  bond  portfolios  of  New  York  Life 

Insurance  Company  (NYLIC)  and  its  subsidiary,  New  York  Life  Insurance  and  Annuity  Corporation  (NYLIAC], 

managed  by  New  York  Life  Insurance  Company.  NYLIC  has  $42,750  billion  in  assets  and  $2,620 

billion  in  surplus;  NYLIAC  has  $1 1 .613  billion  in  assets  and  $0,591  billion  in  surplus. 
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SIDE  LINES 


Joint  ventures  can  be  hazardous  to  your  health 

In  this  issue,  Andrew 
Tanzer  tells  the  fascinating 
story  of  how  a  great  Ameri- 
can brand-name  company, 
Chicago's  97-year-old 

Schwinn  Bicycle  Co.,  lost 
its  way  in  Asia.  Tanzer  says 
he'd  been  saving  string  for 
this  article  since  the  early 
1980s,  when  he  was  living 
and  working  in  Taiwan  and 
studying  Chinese.  "For 
years  I  have  been  intrigued 
by  Taiwan's  leading  bike- 
maker,  Giant  Manufactur- 
ing, since  it  is  one  of  very 
few  Taiwanese  manufactur- 
ers that  have  succeeded  in 
building    up     their    own 

brand  names,"  says  Tanzer.  "I  also  heard  stories  about  strife  in  tht 
marriage  between  Schwinn  and  Giant  over  the  years.  People  in  tht 
bike  industry  talked  about  Schwinn  as  a  classic  example  of  how  not  t( 
manage  a  product  supply  arrangement." 

Although  it  may  be  too  late  for  Schwinn,  every  U.S.  business  m 
or  woman  involved  in — or  considering — a  foreign  joint  venture 
profit  from  the  morals  Tanzer  draws  from  the  bicycle  maker's  s 
demise.  "Bury  thy  teacher"  starts  on  page  90 

One  of  the  most  versatile  journalists  I  know,  Tanzer  also  wrote  tj 
lead  story  in  this  issue's  Computers/Communications  section.  It' 
lucid  explanation  of  why  software  programs  produced  by  Microso 
Lotus,  Novell  and  other  leading  American  software  houses  ha' 
come  to  dominate  Japan's  personal  computer  software  market — ai 
why  their  best  days  are  still  to  come.  Quite  a  contrast  to  Schwinn 
"Software  on  black  ships"  starts  on  page  300. 

And  on  page  172,  Tanzer  teams  up  with  Peter  Fuhrman,  anoth 
writer  with  wide-ranging  interests,  to  delve  into  the  murky  world 
international  smuggling.  The  business  is  now  worth  at  least  $2 
billion  a  year,  the  writers  estimate,  and  growing  by  leaps  and  boun 
as  old  economic  and  political  orders  crumble.  See  "The  taifei  km 
the  way." 


New  hoods  on  the  block 

while  working  with  Bill  Flanagan  on  the  multibillion-dollar  tc 
phone  toll  fraud  phenomenon  (Forbes,  Aug.  3),  Brigid  McMer 
min  was  intrigued  to  find  that  organized  crime  was  hiring  youn 
computer  hackers  to  do  some  of  their  electronic  dirty  work.  In  th 
issue,  Flanagan  and  McMenamin  move  beyond  toll  fraud  and  rcpo 
on  the  rise  of  a  dangerous  new  breed  of  hacker  hoodlums.  Based  i 
the  U.S.  and  Europe,  these  brash  young  cyberthugs  arc  stea 
billions  with  their  computers.  If  you  think  your  phone  lines 
computer  system  are  secure,  read  Flanagan  and  McMcnamin's 
playground  bullies  are  learning  how  to  type,"  startin 
page  184. 
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TfouVe  insured  your  house,  your  health, 
your  car.  Even  that  hot  new  ten-speed  you 
just  bought 

Shouldn't  you  insure  the  nest  egg  they'r 
all  riding  on? 
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You  can.  Next  time  you  buy  municipal  bonds,  make  sure  they  come  with  MBIA 
yLrance.  Whatever  may  happen  to  the  city  or  state  that  issued  your  bonds- 
insurance  guarantees  your  checks  keep  coming.  Both  Moody's  and  Standard  & 
fs  give  their  highest  rating,  Triple-A,  to  every  bond  we  cover. 
What's  more,  our  protection  is  reasonable.  For  the  average  $1,000  bond,  you 
up  less  than  five  dollars  in  interest  income  per  year.  Speak  with  your  financial 
isor.  Shouldn  'tyour  nest  egg  be  at  least  as  well  protected  as  your  wheels? 

Municipal  Bond  Investors  Assurance  Corporation,  113  King  Street,  Armonk,  New  York  10504 
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Sandy's  touch 

Under  Chairman  Sanford  Weill,  the 
financial  services  firm  Primerica  Corp. 
should  post  1992  earnings  from  oper- 
ations of  around  $580  million.  That 
would  be  up  100%  from  1989  and 
would  give  Primerica  a  return  on  eq- 
uity (excluding  one-time  gains)  of 
16%,  well  above  the  industry  average. 

Flush  with  cash,  Weill  has  been  able 
to  reduce  Primerica's  debt  this  year  by 
$240  million,  increase  its  quarterly 
dividend  (from  12  cents  to  20  cents) 
and  buy  in  $130  million  of  stock. 

All  of  which  strongly  refutes  the 
thesis — advanced  by  Forbes  (Apr. 
15,  1991)— that  Weill  got  taken  by 
multimillionaire  dealster  Gerry  Tsai. 
In  December  1988  Weill's  consumer 
finance  outfit,  Commercial  Credit 
Co.,  bought  Primerica  from  Tsai  for 
$1.5  billion  in  cash  and  stock,  plus  the 
assumption  of  Primerica's  $1.8  bil- 
lion in  debt. 


Primerica  Corp. 
Chairman 
Sanford  Weill 
His  acquisition 
of  Primerica  from 
dealster  Gerry 
Tsai  is  looking  bet- 
ter than  ever. 


Recently  Weill  cut  a  deal  to  acquire 
27%  of  financial  services  giant  Travel- 
ers Corp.  Primerica  is  putting  up 
$550  million  in  cash  and  assets  valued 
at  $173  million.  The  deal  also  calls  for 
Primerica  to  receive  four  seats  on 
Travelers'  16-member  board;  Weill 
will  become  chairman  of  the  board's 
new  finance  committee. 

Prospects  for  the  deal  turn  on  Trav- 
elers' ability  to  cut  its  costs  and  sort 
out  its  bad  real  estate  loans.  If  Weill 
can  help  work  the  same  magic  at 
Travelers  that  he  has  at  Primerica,  the 
potential  for  Primerica  shareholders  is 
substantial.  For  example,  boosting 
Travelers'  return  on  equity  to  10% — 
it's  currendy  estimated  at  4%  to  5%  for 
1993 — would  add  over  $1  per  share 
to  Primerica's  earnings.  "Everyone 
has  the  same  objective,"  says  Weill  of 
the  Travelers  alliance.  "How  can  we 
work  together  to  make  this  a  great 
company  again?" 

Wall  Street  has  high  hopes.  Primer- 
ica's shares  traded  recently  at  an  all- 


time  high  of  475/8,  up  from  35V2 
April.  Poor  Gerry  Tsai.  Since  Decer 
ber    1990    he's    unloaded    at    lea 
270,000  shares  at  prices  in  the  h\\ 
20s  and  low  30s. 


Raychem  revival 

Raychem  Corp.,  which  sells  speed 
materials  and  equipment  to  manufa<| 
turers  in  industries  from  aerospace 
telecommunications,   is   known   fd 
sticking  with  promising  technology 
until  they  pay  off  commercially.  Bi 
Wall  Street  didn't  stick  with  the  Mei 
lo  Park,  Calif. -based  company  in  earj 
1989,    when    Raychem    announce 
that  disappointing  results  were  in 
offing.  The  market  knocked  11%  o| 
the  value  of  Raychem's  stock  in  or 
day.    Forbes   was    more    sanguin^ 
looking  further  out,  we  figured 
company's  prospects  were  as  bright ; 
ever  (Feb.  6,  1989). 

In  retrospect,  Wall  Street  showej 
better  judgment.  Raychem  incurrej 
its  third  consecutive  annual  loss  in 
fiscal  year  that  ended  June  30,  losirl 
$25  million  on  sales  of  $1.3  billiof 
The  loss  was  the  result  of  continui 
deficits  at  the  company's  Raynet  sul 
sidiary,  which  is  developing  a  systej 
that  allows  telephone  companies 
reach  individual  homes  with  fibej 
optic  cable  for  about  the  same  cost  i 
for  conventional  copper  wiring. 

But  now  Raychem  seems  finally  | 
be  turning  around.  It  has  reduced 
dependence  on  defense -related  bu^ 
ness  from  31%  of  total  revenues 
1989  to  16%.  And  while  Raynet  is  st 
losing  money  hand  over  fist — an  ej 
pected  $90  million  in  fiscal  1993-[ 
Raychem  is  back  in  the  black.  Accor<| 
ing  to  PaineWebber  analyst  Kimbeif 
Ritrievi,  Raychem  will  probably  ea| 
about  $  1 6  million,  or  40  cents  a  shs 
in  the  current  fiscal  year  and  $1 .95 
share  in  1994. 

Meantime,  Raychem  Preside! 
Robert  Saldich  is  increasingly  of 
mistic  about  Raynet's  prospects.  II 
expects  Raynet  to  break  even  by  fisf 
1996,  if  not  sooner.  In  July  Rayn 
obtained  a  $100  million  contrj 
from  Germany's  phone  compa 
Deutsche  Bundespost,  to  install  a 
ber-optic  system.  And  BellSouth  a 
Bell  Atlantic  both  plan  trials  usi 
Raynet  optical-fiber  distributi 
systems. 
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THE  NEW  EAGLE  VISION  WASN'T  DESIGNED  TO 
ACCOMMODATE  THE  AVERAGE  PERSON. 


Luxurious  leather-trimmed  interior* 


Ivanced  cah-forward  design 


214  horsepower  24- valve  V6 


Automatic  Temperature  Control 


restraint  system 


[  -speaker  Infinity  audio  system* 


Performance  suspension* 


Four-wheel  anti-loch  disc  hrahes 


8-way  power  front  seats* 


bophistidaied  traction  control" 


jko?*^  ?**     *■ 


A  Division  of  the  Chrysler  Corporatic 


s 

w.:    i 

>n.   E»9te 

EAGLE  VISION.  NOT  INTENDED 
FOR  THE  GENERAL  PUBLIC. 


! 


bee  limited  warranties,  restrictions,  and  details  at  dealer.  'Optional  equipment  on  Eagle  Vision  TSi  shown.  For  more  information,  call  1-800-JEEP-EAGLE.    Buckle  up  tor  safety. 


As  they  say,  it's  all  in  the  genes.  Introducing  the 
.ThinkPad™  from  IBM. The  slickest,  sleekest  little 
number  that  ever  crunched  one.  A  mere  seven-and- 
a-half  pounds  of  brains  and  beauty  that  begs  you  to 
take  it  anywhere.  And  once  you  own  one,  that's  exactly 
what  you'll  do. 


•All  this  in  only  11.7."- 


Introducing 


ThinkPad 

The  top -of- the -line  ThinkPad  700C  sports  a 
screaming  486  SIX™  25  MHz  processor.  But  it's  built  for 
comfort  too.  There's  a  surprisingly  roomy  interior, 
with  a  full-size,  ergonomically  designed  keyboard.  And 
a  screen  that  literally  bends  over  backwards. 

Strategically  placed  on  the  keyboard  is  a  little  red 
spot  called  the  TrackPoint  I  IT  It  does  what  a  mouse  would 
do  with  a  few  million  more  years  of  evolution.  Nothing 
dangles;  it's  part  of  the  soul  of  the  machine.  You  can 
operate  it  with  one  fingertip.  And  it  lets  you  think  on 
any  terrain,  even  one  without  any  flat  surfaces. 

The  ThinkPad's  screen  is  a  thing  of  almost  aching 
beauty.  Its  640  x  480  VGA  resolution  is  sharper  than 
that  of  many  desktop  computers.  It  displays  256  colors. 
And  it's  the  biggest  screen  on  any  notebook.  So  it's  very 
easy  on  the  eyes. 

The  ThinkPad  comes  standard  with  things  some 
other  notebooks  don't  even  offer  as  options.  Like  4MB 


'Depending  on  usage  and  configuration.  **MSRP.  Dealer  prices  may  vary.  tWarranty 
information  available  from  the  Personal  Systems  HelpCenter  or  an  IBM  authorized  dealer. 
700T  warranty  is  available  in  USA  and  Canada  only,  ttln  Canada,  call  1  800  465-7999. 
IBM  is  a  registered  trademark  and  ThinkPad,  HelpWare,  HelpCenter,  SLC  and  TrackPoint  II 
are  trademarks  of  International  Business  Machines  Corporation.  PRODIGY  is  a  registered 
trademark  of  Prodigy  Services  Company.  ©  1992  IBM  Corp. 
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Its  mother  w; 

Its  father  wja 


of  memory  upgradable  to  16MB.  120MB  of  hard  disk 
spaee.  Pre-installed  DOS  5.0  and  PRODIGY.'  You  can 
soup  it  up  with  a  turbo-charged  486SLC2  50/25  MHz 
processor — just  one  of  the  upgrade  products  IBM 
offers.  And  the  hard  disk  is 
removable,  so  it's  easy  to 
upgrade  and  share  your 
ThinkPad,  not  to 
mention  the  great 
security  and  virtu- 
ally unlimited 
storage. 

ThinkPad  blows 
the  doors  off  its 
competition  in  an 
even  more  surprising 
arena.  Price.  Any 
ThinkPad  in  the 
line  will  give  you  more 
for  your  money — and  for 
your  psyche — than  any  other 
notebook. 

If  you  have  questions  along  the  way,  ThinkPad 
Models  700C  and  700  are  supported  by  HelpWare^ 
an  invaluable  service  package  that  includes  a  three -year 
international  warranty? 


ThinkPad 

Model  700C 

Model  700 

Processor 

486  SLC/25  MHz 

486  SLC/25  MHz 

Display 

10.4"  Active  Matrix 
256-Color  Screen 

9.5"  Monochrome  Display 
64  Grayscale  Screen 

Battery  Life* 

2-4  Hours 

3.8-7.5  Hours 

Weight 

7.6  Lbs.  with  Battery 

6.5  Lbs.  with  Battery 

Warranty 

3  Years  (International) 

3  Years  (International) 

Price** 

$4,350 

$2750 

For  more  information  or  an  IBM  authorized 
dealer  near  you,  call  our  Personal  Systems  HelpCenter" 
24  hours  a  day,  7  days  a  week  at  1  800  772-2227.t+ 

Then  just  park  one  in  your  lap  and  see 
what  happens. 
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Trump  alone 


His  self  confidence  perhaps  ex- 
panding again  after  his  cameo  appear- 
ance in  the  hit  film  Home  Alone  2:  Lost 
in  New  York,  Donald  Trump  recently 
boasted  at  a  Manhattan  cocktail  party 
that  before  Christmas  he  will  an- 
nounce the  refinancing  of  the  Trump 
Plaza  Hotel  &  Casino's  $225  million 
in  junk  bonds.  The  refinancing  may, 
however,  require  Trump  to  buy  back 
$75  million  of  the  Atlantic  City  hotel- 
casino's  preferred  stock.  Holders  of 
that  stock  had  earlier  balked  at 
Trump's  plan  to  issue  any  new  debt 
over  their  heads. 

On  another  front,  the  New  York 
developer  suffered  a  recent  setback  in 
New  Jersey.  His  people  tried  to  book 
the  Rockettes,  Radio  City  Music 
Hall's  famous  dancers,  for  a  13 -week 
gig  beginning  in  February  at  the 
Trump  Plaza.  But  the  Rockettes,  per- 
haps mindful  of  how  Trump  in  the 
Eighties  treated  people  to  whom  he 
owed  money,  wanted  to  be  guaran- 
teed much  of  their  compensation  up 
front.  "They  [the  Rockettes]  wanted 
us  to  take  all  the  risk,"  gripes  a  Trump 
Plaza  official.  "If  they  bombed,  our 
exposure  could  have  been  as  much  as 
$1  million." 

Trump  tries  to  put  a  bright  face  on 
the  matter  by  distancing  himself  from 
it.  "I  wasn't  happy  with  the  deal  to 
start  with,"  he  says,  "because  I  don't 
think  the  Rockettes  would  sell  in  At- 
lantic City."  -Riva  Atlas 

Party's  over 

Texas  suffered  the  oil  bust,  the  real 
estate  bust  and  the  banking  and  S&L 
busts.  Through  it  all,  the  bankruptcy 
law  business  in  Texas  boomed.  Even 
out-of-state  firms  such  as  New  York's 
Weil,  Gotshal  &  Manges  opened  Tex- 
as bankruptcy  offices.  Over  the  last 
ten  years  the  state's  number  of  bank- 
ruptcy lawyers  has  roughly  tripled. 

Today,  however,  the  state's  econo- 
my is  on  the  mend  and  Texas'  bank- 
ruptcy lawyers  face  a  downturn  of 
their  own.  Such  well-known  bank- 
ruptcy specialists  as  Dallas  cousins 
Arthur  and  Jay  Ungerman  and  Hous- 
ton's Myron  Sheinfeld  say  they're 
looking  for  work  in  depressed  Califor- 
nia and  New  York.  Says  Sheinfeld:  "I 
predict  a  lot  of  work  in  computers, 
defense  and  airlines."     -Toni  Mack 


The  Rockettes 
Donald  Trump 
has  to  get  his  kic 
from  someone 
else. 
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Anka's  away 

Paul  Anka  may  be  a  headliner  on  the 
nightclub  and  concert  circuit,  but 
when  it  comes  to  ice  hockey  the  Otta- 
wa-born crooner  couldn't  put  the 
puck  in  the  net.  Last  year  hometown 


WmM0£ 


Singer  Paul  Anka 
Iced. 


boy  Anka  invested  $80,000,  with  a 
promise  of  $700,000  more  to  come, 
to  join  the  syndicate  behind  the  Otta- 
wa Senators,  a  new  National  Hockey 
League  expansion  team.  He  also  of- 
fered to  help  sell  up  to  $7  million 
worth  of  shares  in  the  team  to  pals 
such  as  boxing  promoter  Don  King 
and  actor  Tom  Hanks.  As  part  of  the 
deal,  Anka  agreed  to  perform  three 
concerts  at  the  Senators'  arena,  the 
Palladium,  and  to  sponsor  the  Paul 
Anka  Award  for  the  team's  player  of 


»u.\! 


the  year. 

In  return,  Anka  expected  to  qimnor 
named  one  of  the  governors  of  tty  n? " 
team,  and  eventually  to  become  colon  ^ 
part-owner  not  only  of  the  team  bij  $  '  ^ 
of  the  Palladium  as  well.  But  I  &nii 
brought  in  no  new  investors;  \mm. 
claims  the  Securities  &  Exchanjw 
Commission  denied  him  authorh 
tion  to  do  so. 

Anka  has  since  been  dumped  frc 
the  owners  group  for  "nonperfo 
mance."  Anka  and  the  Senators 
facing  off  in  court.    -Joel  Mill? 

1,1a 

Betting  the  jockey 

Kirk  Kerkorian,  the  75-year-old  L 
Vegas-based  billionaire  who  contrc  ^Mi 
hotel-casino  operator  mgm   Grari  iinu\ 
made  a  great  bet  in  1990.  He  pa  ^'u; 
between  $  1 0  and  $  1 3  a  share  for  .' 
million  shares  of  Chrysler  Corp.,  9.(  J 
of  the  carmaker's  stock  outstandir  t 
Lately   the   automaker  was   tradi 
around  29 — about  nine  times  n«  il  stock  j 
year's    likely    earnings    of  $3.40 fi 


Kirk  Kerkorian 
Chrysler's 
$500  million 
man. 


Hon 


* 
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s  xe — giving  Kerkorian  a  paper  prof- 
i  >f  around  $500  million. 
:  iCerkorian  has  said  he  took  the 
(  nge  mainly  because  of  his  high 
i  ,ard  for  Chrysler  Chairman  Lee 
]  occa.  Iacocca  is  retiring  Dec.  31, 
t  :  that  doesn't  mean  Kerkorian  will 
t  getting  rid  of  his  Chrysler  stock. 
I  occa  has  assured  Kerkorian  that  as 
a  lember  of  the  board  he'll  be  keep- 
i  ;  an  eye  on  Chrysler — and  on  Ker- 
li  ian's  investment.  Besides,  some 
t  Js  think  there's  another  20  points 
t  Chrysler.  If  so,  and  if  Kerkorian 
lgs  on,  his  profit  will  exceed  $1 
ion.  -Jerry  Flint 

tmma  cum  cropper? 

vlma  Medical  Corp.'s  sales  never 
eeded  $4  million,  but  in  the  late 
Jhties  the  tiny  outfit  made  big 
ms  for  its  involvement  in  every- 

offlig  from  high- definition  television 
colon  cancer  testing.  Wise  inves- 
looked  the  other  way.  Summa 
k,  traded  on  the  American  Stock 
:hange,  peaked  at  6V8  in  1989.  Last 
r  the  Securities  &  Exchange  Com- 

iori  sion  investigated  Summa  for  over- 
aptimistic  press  releases  and  the 
sible  sale  of  unregistered  stock.  Its 
million  common  shares  were  sub- 
uently  delisted  by  the  Amex. 
wadays  they  trade  over- the - 
nter,  for  a  recent  price  of  34  cents 
>hare.  Meanwhile,  for  the  15 
nths  ending  this  June,  Summa  lost 
rly  $6  million.  Debts  totaled 
art  $10  million, 
umma's  still  got  nerve,  though. 

^c  p  zing  recently  relocated  from  Albu- 
rque  to  Vienna,  Va.,  it  is  now 
ulating  a  private  placement  mem- 
tidum  that  offers  to  swap  debt  held 
creditors  for  new  classes  of  pre- 
ed  stock  and  notes  payable  out  of 
flow.  But,  states  the  document: 
lere  can  be  no  assurance  that  the 
ncial  information  presented  here 
curate  or  reliable." 
he  document  also  lists  many  law- 
s,  judgments  and  claims  against 
ma  and  gives  sketchy  unaudited 
ncials  showing  Summa's  tangible 
worth  at  a  negative  $8.4  million, 
umma  has  twice   extended  the 
line  for  creditor  response.  If  the 
ement  fails,  Summa  says  its  only 
native  is  bankruptcy.  R.I.P.? 

-William  P.  Barrett  h 
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Gentlemanjack 

[ROM  JACK  DANIELS  DISTILLERY 

\  „I,m,„  .  DiMilU  .,n,l  BottUI  I.,  J«rk  D.,ni,.|  l),.|,II.T>'.  L„.  Mollow.   P(    , (I',,,,    561)  Ten, 
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1W  I-\.L.r  Seuom  Hotel*  LtJ. 


is  delighted  that 

we  are  the 

only  note!  in 

Los  Angeles 

on  the 
distinguished 

list  01 

Mobil  5-Star 

Award  winners. 

He  s  certain  it  was 
the  pancakes. 


FburSeasons  Hotel 

LOS  ANGELES 
at  Beverly  Hills 

300  South  Doluny  Drive 

At  Burton  Way,  Loa  Angeles,  CA  90048 
Telephone:  (310)273-2 

(800)  31?- 3442 
one  of 

cIheFJeadingHotels  oftfcfWorld' 


A  question  of  ethics 

Sir:  It  has  been  deemed  unethical  for 
me  or  my  law  firm  to  receive  any 
financial  gain  or  benefit  from  the 
earnings  upon  client  funds  which 
have  been  entrusted  to  us  ("Taxation 
without  representation,"  Nov.  23). 
Yet  the  very  organization  which 
"bars"  and  disbars  lawyers  in  our  state 
has  sent  to  us  a  decree  that  the  very 
acts  which  have  long  been  proscribed 
for  lawyers  and  law  firms  are  ethical, 
even  laudable,  when  performed  by 
our  state  bar  organization.  We 
count  ourselves  fortunate  that  the 
Interest  on  Lawyers'  Trust  Accounts 
program  has  remained  a  voluntary 
one  in  North  Carolina. 
-S.  Perry  Keziah 
High  Point,  N.C. 

The  fall  of  George  Bush 

Sir:  Re  Fact  and  Comment  (Nov.  23). 
Does  anyone  out  there  really  believe 
that  Mr.  Bush's  comeback  was 
stopped  in  its  tracks  because  of  Caspar 
Weinberger's  llth-hour  indictment? 
I  think  perception  had  more  to  do 
with  it  than  anything  else — the  per- 
ception of  a  lame  economic  policy 
spanning  four  years. 
-Dave  Henry 
Lancaster,  Tex. 

Using  both  options 

Sir:  Re  "Biodiversity  vs.  bioengineer- 
ing?"  (Oct.  26).  The  issue  is  not  bio- 
diversity versus  bioengineering  but 
rather  how  to  preserve  and  to  perpe- 
trate genetic  diversity  in  the  face  of 
increasing  population  pressures  on 
the  world's  living  natural  resources. 
Should  biodiversity  and  its  conse- 
quent gene  pool  be  preserved  in  seed 
banks  and  genetically  engineered  in 
laboratories,  or  should  we  set  aside 
vast  tracts  of  rain  forests  and  other 
ecologically  threatened  areas?  I  advo- 
cate that  we  do  both. 
-Jeffrey  R.  Wyant 
Chairman 

The  Rain  Forest  Preservation  Trust 
New  York,  New  York. 

Solar  power 

Sir:  It's  true.  Solar  is  becoming  more 
economical  (Follow-Through,  Nov. 
9).  That's  because  of  two  important 


ffipJ 


trends  involving  funding  and  inves 
ment:  the  willingness  of  internation 
development   institutions   (e.g. 
World  Bank)  to  fund  large-scale  d 
ployment  of  renewable  energy  ani 
energy- efficient  technologies;  and 
terested  electric  utility  industry  pla 
ers — and    utilities    themselves — th; 
are  increasingly  applying  solar  in  cos 
effective  solutions  today. 
-Hans- Diether  von  Lobbecke 
Director 
International  Development 

Institutions 
Siemens  Corp. 
Washington,  D.C 

It  llVCJ 

Stopping  at  nothing 

Sir:  Within  three  weeks  after  you  » 
1984  cover  story  a  First  Jersey  agen  *(  : 
was  in  my  office  trying  to  make  a  sal  - 
("But  where  are  the  cops?"  Oct.  26]  i  m 
In  his  sales  material  was  a  full-siz )?« 
color  reproduction  of  your  1984  cov  vxx,: 
er  but  without  the  accompanying  stG  J-Jecn 
ry.  There  was  a  strong  implication 
that  Forbes  had  written  a  highly  fi  iocb 
vorable  article  about  Mr.  Brennai  M\M 
Fortunately,  I  had  read  your  stor 
The  young  man  did  not  make  a  sal 
that  day. 

-Charles  Foskey 
Chapel  Hill,  N.C. 


lOBesi 


Can't  fool  everyone 


Sir:  Maybe  it  is  time  for  some  uns 
pecting  investor  to  sue  the  regular 
for  their  failure  to  regulate. 

-Steve  Vanci 

Aspen,  Colo. 
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;  ot  exactly  a  spider 

ol  .:  The  analogy  between  an  entre- 
]  tneur  and  a  spider  caught  in  a  web 
:drj  blies  that  the  entrepreneur  finds 
atl  tiself  already  entangled  in  a  sticky 
din  ss,  struggling,  wriggling,  fighting 
plat  get  out  ("If  at  first  you  don't 
-ill!  ceed,"  Nov.  9). 
COS-  [ICHAEL  PAVILON 

a  >sident 

i  insharing  Institute 

i  icago,  III. 

mpathetic  rider 

.:  Re  "Subway  robbery"  (Nov.  9).  I 

I  >t  lived  in  and  visited  many  cities  in 

I  >  country  and  not  one  of  them  had 

ransit  system  as  extensive  as  the 

yo  w  York   City  subway   system.    I 

agi   )w  it  is  filthy  and  it  could  be  im- 

as  »ved;  however,  I  was  impressed  to 
i  out  that  it  moves  1.5  billion 
)ple  in  one  year.  I  have  also  seen  the 
n  fixing  and  cleaning  the  tracks  in 
)-degree  heat  when  I  have  just 

icat   ne  out  of  a  nice  air-conditioned 

hly    ce  building. 

enn  \REN  M.  Druda 

sto  ten  Island,  N.  T. 


0  Best  Small  Companies 

:  Re  your  Nov.  9  issue.  I  own  750 
res,  not  750,000,  of  Blessings. 
s  represents  0.02%,  worth  around 
$,406.  In  addition,  my  tenure  with 

(company  is  25  years  instead  of  20 
Irs  as  was  reported. 
Ian  E.  Becker 
msident  and  Chief  Executive  Officer 
mngs  Corp 
Iminster,  N.J. 
•  The  Cosmetic  Center  was  noted 
not  on  last  year's  list."  You  will,  in 
,  find  us  as  number  199  on  the 
>1  list. 

;-N  S.  Kovalsky 

sidentand  Chief  Operating  Officer 
Cosmetic  Center 
age,  Md. 

:  U.S.  Robotics,  Inc.  should  have 

a  on  the  list  with  a  ranking  of  28, 

a  5 -year  average  return  on  equity 

ne  ui    9%- 

regufl^N  J-  Novak 

'lie  Relation  Manager 
.  Robotics,  Inc. 
tie,  III. 
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OLYMPUS 


It  collects  your 
thoughts.   It 
takes  your  notes 


unci  memos. 


Yet  the  unique 
Olympus  1400 


Microcassette" 


Pearlcorder  L400 

WICROCASSETT6  RECORDER 


Recorder  weighs 
less  than  your 


wallet  and  bides 


in  your  hand. 


So  consider  the 


abilities.  All 


om  Olympus. 


n  ni^tMjr  jh 

0 

OLYMPUS 

Call  1-800  221  3000.  ext  51  for  our  free  taping  tips  brochure   Or  write  Olympus  Corporator).  Crossways  Park  Woodbury  NY  1 

797-2087 

The  difference  between 
enjoying  a  fine  ciaar 
and  savourin< 
one  is  Davidd 


The  Davidoff  Connoisseur  Cigar  Sampler 
A  selection  of  five  sizes  and  shapes 
that  will  delight  those  who  look  forward 
to  the  experience  of  a  fine  cigar. 

Packaged  carefully  and  tastefully 
in  its  own  protective  case,  this 
sampler  makes  a  wonderful  gift. 

Come  in,  or  call.  Find  out  why 
the  difference  Petween  enjoying 
ana  savouring  is  Davidoff 


Shown  Davidoff  Cigar  Sampler 
as  described.  S36  00  Price  differs 
slightly  outside  New  York  For 
catalogue  orders. 
call  1-800-328-4365     , 


DAVIDOFF  OF  GENEVA,  INC 

535  Mddison  Avenue  ot  54th  Street.  New  York 

212-751-9060  or  800-548-4623 

232  Via  Rodeo,  North  Rodeo  Drive.  Beverly  Hills 

310-278-8884  or  800-328-0039 

For  those  who  are  obsessed  with  quality. 


GENEVA.  ZURICH.  LONDON.  AMSTERDAM.  BRUSSELS,  PARIS.  FRANKFURT.  HONG  KONG.  SINGAPORE.  BANGKOK. 
KUALA  LUMPUR.  TOKYO.  MONTREAL.  TORONTO.  NEW  YORK,  BEVERLY  HILLS 
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Glacier  W  H  I  T  E.  The  Dress  Shirt 


VAN  HEUSEN 


nth  all  thy  getting  get  understanding" 


act  and  Comment 


Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


HOW  DO  WE  RESTRAIN  SPECIAL  INTERESTS? 


SWER:  By  curbing  the  scope  of  government. 

ederal,  state  and  local  governments  spend  more  than 
trillion  a  year.  They  daily  affect  every  nook  and  cranny 
our  professional  and  personal  lives. 

onsider  only  a  handful  of  the  areas  government  in- 
ves  itself  with:  taxes,  firearms,  abortion,  communica- 
as,  transportation,  child  care,  condoms,  securities  trad- 
health,  imports,  zoning,  farm  subsidies,  banking 
ss,  environmental  rules,  and  on  and  on.  Each  year 

eminent  orders   goods   and 
rices  worth  hundreds  of  bil-    I 

CD 

is  of  dollars.  No  wonder  that  f 
'ernment,  given  its  pervasive  § 
uence,  is  wooed,  cajoled, 
eatened  by  thousands  of  orga- 
ations  and  millions  of  individ- 
s  and  that  big  dollars  are  paid 
those  who  can  understand 
v  a  particular  area  works,  who 

thereby  influence  its  deci- 
is.  How  else  can  an  individ- 
,  company,  industry,  universi- 

>rotect  itself  from  some  midnight  zinger  in  those  one- 
usand-page  bills? 

ince  government  is  in  some  way  a  factor  in  just  about 
rything,  it  attracts  every  conceivable  beseecher.  Even 
vspapers,  whose  editorial  page  writers  pride  themselves 

being  guardians  of  the  public  interest,  have  been 
bying  Washington  for  years  to  keep  cable  and  telephone 
npanies  from  competing  for  classified  advertisements, 
jovernment  is  not  only  on  the  receiving  end  of  impor- 
ing.    Several  years   ago   a   number   of  Democratic 


congressional  incumbents  learned  how  to  put  the  arm  on 
corporate  political  action  committees:  If  you  don't  give, 
don't  come  to  us  for  help  if  a  problem  arises.  In  the  real 
world,  this  is  called  extortion.  More  than  one  influential 
congressman  has  been  known  to  introduce  legislation  only 
for  shaking  contributions  out  of  the  affected  industry.  The 
public  instinctively  understands  that  the  system  is  rotten. 
Effective  reform  doesn't  lie  in  forbidding  business  to 
petition   agencies,   bureaucrats   or  politicos.   So-called 

public-interest  groups  have  just 

as  much  of  an  ax  to  grind,  can 

have  just  as  much  of  a  pervasive 

influence  on  our  lives  as  any  big 

■!>^yi   ><  company   or   trade    association. 

"jvr\  -JJUL  And  we  have  no  shortage  of  anti- 

I       4PM^4      corruption  and  disclosure  laws 

on  the  books. 

Real  reform  would  start  with  a 
flat  tax.  Genuine  simplification 
would  remove  a  principal  source 
of  political  pleading,  and  release 
the  brain  power  of  numerous  peo- 
ple— lawyers,  lobbyists,  accountants,  taxpayers — for  more 
productive  uses  than  trying  to  cope  with  or  manipulate  the 
incomprehensible,  multi- thousands -of-pages  tax  code. 

Another  effective  reform:  term  limits,  which  would 
guarantee  the  inflow  of  new  blood.  Cozy  alliances  be- 
tween pleaders,  pols  and  bureaucrats  wouldn't  be  forever. 
Finally,  privatization  of  as  many  government  assets  and 
services  as  possible.  Satisfying  customers  who  have  the 
power  of  the  purse  is  an  infinitely  healthier  process  than 
pleasing  politicos. 


STRIKEOUT 


eball  owners  recentiy  kiboshed 

sale  of  the  San  Francisco  Giants  to  a 

p  that  wanted  to  move  the  team  to 

etersburg,  even  though  Bay  Area 

rs  have  four  times  rejected  refer- 

ums  to  build  a  needed  new  stadi- 

The  aggrieved  would-be  buyers 

taking  the  matter  to  court.  The 

■ciary  should  strip  baseball  owners 

iie  right  to  veto  a  team's  move. 

)ur  national  pastime  badly  needs 


a* 

•                • 

7*g'f 

4 

■SS                                            — 

The  cold  winds  of  Candlestick  Park  cost 
Willie  Mays  scores  of  home  runs. 


an  additional  whiff  of  free  enterprise. 

Baseballers  moaned  and  groaned 
when  courts  ended  the  system  of  in- 
dentured service  for  players  nearly  20 
years  ago.  Previously,  players  were 
literally  the  property  of  their  teams. 
Now  they  sell  their  services  to  the 
highest  bidder.  Instead  of  the  pre- 
dicted ruination,  baseball  attendance 
shot  up  and  TV  revenues  poured  in. 

Baseball  franchises  should  be  liber- 
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ated  from  the  vested  interests  of  competing  owners  as  Toronto  would  not  have  been  at  the  top  of  anyone* 

well.  If  a  city  wants  to  bid  for  another  town's  team,  why  list  of  a  rabid  baseball  town.  But  good  teams  cum  goo<j 

shouldn't  it  have  the  right  to  do  so?  marketing  have  given  it  the  top  attendance  for  sevcra 

Baseball  again  is  in  a  crisis.  Viewer  interest  is  waning,  years.   Minor  league  owners  have  also  come  up  wit 

By  breaking  the  management  cartel,  baseball  may  get  ways  to  attract  fans, 
new  owners  with  new  ideas.  On  paper,  for  example,  It's  time  for  the  courts  again  to  save  baseball  from  itself 


HINDERING 

The  Commerce  Department  may  soon  reverse  one  of 
its  sillier,  more  destructive  trade  decisions.  A  little  over 
a  year  ago  it  slapped  punitive  tariffs  on 
imports  of  high-tech  display  screens  for 
laptop  and  notebook  computers.  The 
government  charged  that  foreign  manu- 
facturers were  charging  too  little.  The 
result  was  American  companies'  moving 
production  offshore  since  displays  can 
make  up  one-third  or  more  of  the  cost. 
In  effect,  in  an  area  where  American 
manufacturers  were  leading  foreign  com- 
petitors, Commerce  was  punishing  do- 
mestic companies  for  buying  a  critical 
component  too  cheaply. 


HIGH  TECH 

< 

Now',  the  only  American  company  (sales  under  $( 

million)  selling  this  type  of  screen  is  asking  the  Com  ! 
merce  Department  to  cancel  that  639  « 
import  tax.  Commerce  should  compl  tk 
quickly. 

The  whole  subject  of  dumping  shoulj 
be  re-examined  by  the  new  Administra 
tion.  In  too  many  cases  dumping  charge 
are  nothing  more  than  protectionist  dc 
vices.  Commerce's  rules  mandate  arbl 
trary  profit  margins  that  importer 
should  enjoy  on  their  products.  By  tha| 
criterion,  GM  should  be  charged  witj 
internal  dumping  since,  say,  its  hot-self 
ing  Saturn  models  are  still  losing  mone 


BIG  APPLE'S  1992  ALL-STAR  EATERIES 

This  year's  winners  come  from  the  digested  wisdom  of  brothers  Bob,  Kip 
and  Tim,  and  two  other  Forbes  gourmet  gurus,  Jeff  Cunningham  and  Tom  Jones. 


■   ■ 


ftikikft 


Bouley 

Chanterelle 

The  Four  Seasons 


La  Cote  Basque 
La  Grenouille 
Le  Bernardin 


Le  Cirque 

Lutece 

San  Domenico 


The  Four  Seasons,  which  has  more  power  personalities  per  meal  than  any 
other  place  on  earth  including  the  White  House,  rejoins  the  Four  Star 
firmament,  as  do  La  Cote  Basque  and  San  Domenico. 


ft  ft  ft 


Aquavit 
Arcadia 
Aureole 
Harry  Cipriani 
II  Cantinori 


II  Mulino 
La  Caravel  le 
La  Reserve 
Le  Regence 
Les  Celebrites 


Lespinasse 

Luxe 

March 

Montrachet 

Nippon 


Oceana 

Parioli  Romanissimo 
Shun  Lee  Palace 
Shun  Lee  West 
"21"  Club 


Special 


An  old-time  name,  La  Caravelle,  is  back.  Also  reappearing  are  Aureole  and 
Harry  Cipriani.  New  ones  include  Les  Celebrites,  Luxe  and  Oceana. 

Aureole  is  only  a  fraction  of  an  inch  away  from  Four  Star  status;  Luxe's 
desserts  are  already  there. 


Banana  Cafe,  The  Box  Tree,  Cafe  Luxembourg, 
Coco  Pazzo,  Gotham  Bar  &  Grill,  Hard  Rock 
Cafe,  Kulu,  La  Metairie,  La  Tour  D'Or,  Le  Pis- 
tou,  Le  Steak,  Lola,  Luma,  Mesa  Grill,  Morti- 
mer's, Oyster  Bar  at  Grand  Central,  Periyali, 

Plenty  of  upheaval  here.  And  enough  "character" 
eateries  to  satisfy  every  taste.  Breakfast  your  kids  at 


Petrossian,  Planet  Hollywood,  The  Rainbow 
Room,  Rosa  Mexicano,  The  Royal  Canadian  Pan- 
cake House,  Serendipity  3,  Sparks  Steak  House, 
Trattoria  DelPArte,  World  Yacht  Cruises,  Zarela, 
Zip  City  Brewing  Company 


The  Royal  Canadian  Pancake  House  and 
them  at  Serendipity  3.  They'll  be  in  heaven. 


Imu  I 
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Ifyou  think  viewing  a  movie  at  home  is 
a  mere  spectator  sport,  you've  never  strapped 
yourself  into  the  Pioneer*  Home  Theater. 
With  our  leadership  in  both  audio  and  video 
chnology,  the  linking  of  the  two  produces  unprece- 
ented  results. 

What  you  see  is  the 
larpest,  brightest 
icture  ever  played  on  a 
0-inch  screen.  Our 


Pioneer  Home  Theater. 
"\bu  don't  just  watch  it. 


no 


ProVision"  line  of 
projection  TVs  fea- 
tures a  sophisticated 
new  short-focus  lens 
system  for  a  25% 
brighter  picture. The 
new  high-contrast  • 
black  screen 

creases  the  contrast  ratio  by  20%.  And  an  advanced 
iree-line  digital  comb  filter  significantly  enhances 
)lor  accuracy  and  improves  picture  quality. 

The  picture  source  is  a  Pioneer  LaserDisc  Player,  a 


The  Pioneer  CLD-D70I  Combination 

D/LaierDisc  Player  and  VSX-D901S  A/V  Receiver 
with  Dolby  Pro  Logic. 


technology  in  which  we  have  led  worldwide 
The  ultimate  in  sight  and  sound,  it  comes 
60%  closer  to  reality  than  ordinary  video- 
tape. And  features  the  superiority  of  digital  sound. 
Of  course,  what  you  hear  is  spectacular.  The 

enveloping  intensity  of  five 
channel 
Dolbyw  Pro 
Logic* 
Surround 
Sound.  All 
delivered 
care  of  the  industry-leading 
Audio/Video  Receivers  by  Pioneer. 

To  maximize  the  quality  of 
Surround  Sound,  we've  assembled  a  superb  new  pack- 
age of  perfectly  matched  modular  speakers  specially 
designed  to  deliver  a  theater-like  experience. 

Of  course,  there's  a  lot  more  to  tell,  so  call  us  at 
1-800-PIONEER  for  more  information.  Or,  drop 
by  a  Pioneer  Home  Theater  dealer.  You'll  find  just  what 
you'd  expect  from  the  leaders  in  audio 
and  video:  Home  Theater  so  advanced, 
you  don't  just  watch  it.™ 


Our  new  ProVision 
SD-P5065K  Projection  TV 
incorporate,!  a  host  of 
technological  innovations. 
Pictured  here  L)  an  actual 


All  Pioneer  LaserDLic  Players 
let  you  enjoy  both  laserdiscs 
and  CD,i.  A.ik  your  Pioneer 
retailer  about  special  CD 
and  laserduw  offers  from 
Columbia  House. 


iobc 
nPa» 
Jon* 
Sareb 


The  new  Pioneer  S-V401K  Home 
Theater  Experience  Speaker 
collection  L>  customized  for  our 
Home  Theater  Surround  Sound 
system. 


*M 


CD  PIONEER 

The  Art  of  Entertainment 


©  199 X  Pioneer  Electronic.)  (USA)  Inc.,  Long  Beach,  CA.  Dolby  and  Pro  Logic  are  regis- 
tered trademarks  of  Dolln/  laboratories  Licensing  Corporation.  ©  1991  Carolco Picture.* 
tm:  All  rights  reserved.  The  depiction  of  ENDOSKELETON  is  a  trademark  of  Carolco. 


The  Subaru  Legacy 


The 


UDaru  i^egacy. 
They  11  he 
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#  —     Tl  AR  DOWN  THE 

JL  road,  your  Subaru® 
Legacy  should  still  be 
around.  Though  hy  then 
some  other  member  or  your  ramily  might  be 
driving  it.  That's  not  an  empty  claim.  Alter  all, 
the  word  berore  Legacy  is  Subaru.  And  93%  or 
all  Subaru  cars  registered  in  the  last  10  years 
are  still  on  the  road  and  running  today.'  And 
there  are  also  examples  like  Bill  Sandstrom2 
who  has  driven  his  Subaru  330,000  miles.  The 
reasons  ror  longevity  are  many.  First  or  all,  in 
Larayette,  Indiana,  we  build  each  Legacy  to 
last  years  longer  than  the  payments.  Most  or 
the  metal  is  galvanized  on  both  sides 


to  discourage  rusting.  The  horizontally-opposed 
engine  is  designed  to  reduce  debilitating  vibra- 
tions. And  there's  an  automatic  transmission 
that  you  could  drive  all  day  in  rirst  gear  with- 
out burning  it  out.  Secondly,  we  engineered  the 
Subaru  Legacy  to  help  you  stay  clear  or  acci- 
dents. The  way  we  look  at  it  —  a  car  that  gets 
totaled  isn't  going  to  be  around  long.  That's  why 
we  have  4-wheel  disc  brakes  and  why  we  otter 
an  Anti-Lock  Braking  System  and  All-Wheel 
Drive  traction  which  can  help  you  maintain 
better  control  on  snowy  or  rainy  roads.  The 
durable  Subaru  Legacy.  When  buying  one, 
maybe  you  should  ask  your  relatives  what  color 

they  prerer. 


Subaru.  What  to  drive. 


1-  Based  on  R.L.  Polk  &  Co.  registration  statistics,  as  or  July,  1991.  2-Bill's  mileage  is  extraordinary  and  is  not  typical.  ©1992,  Subaru  of  America,  Inc. 


Other  Comments 


Put  Up  or  Shut  Up 

Are  the  words  of  the  United  Nations 
Charter  merely  words,  words,  words? 

What  is  our  duty  to  stop  the  killing 
in  Bosnia?  To  halt  terrorism?  To  en- 
hance democracies  rather  than  totali- 
tarian regimes?  To  free  the  world 
from  hunger? 

To  put  it  simply:  Are  we  truly  com- 
mitted to  carrying  out  the  Charter  of 
the  United  Nations?  If  the  answer  is 
no,  then  we  must  confront  the  Greek 
orator  Demosthenes'  question: 
"What  greater  crime  can  an  orator  be 
charged  with  than  that  his  opinions 
and  his  language  are  not  the  same? 
-Ambassador  Gad  Yaacobi, 
before  the  U.N.  General  Assembly 

If  s  Not  Rocket  Science 

Political  types  everywhere  are  trying 
to  figure  out  why  people  voted  the 
way  they  did.  It's  really  simple.  In  his 
enthusiasm  to  run  a  divisive  cam- 
paign, President  Bush  went  too  far. 
He  attacked  so  many  of  "them"  that 
there  were  too  few  of  "us"  left  to 
vote  for  him.  The  Republican  Party 
could  have  won  if  only  it  had  focused 
its  attack  on  fewer  enemies. 


As  GOP  leaders  demonstrated  so 
decisively  in  1988,  negative  cam- 
paigning does  indeed  work.  But  un- 
less they  want  to  continue  giving 
away  the  White  House  to  candidates 
advocating  inclusion,  they  must  learn 
to  bash  fewer  minorities. 
-Stuart  Hoffman,  USA  Today 

Fortunes  of  War 

We've  been  switching  to  whiskey  ever 
since  the  Americans  liberated  us  in  '44 . 
-Jean-Luc  Lebuy,  a  Remy  Martin 
executive,  on  the  declining  French 
consumption  of  cognac,  Time 

Maybe  Next  Year 

The  year  1992  was  to  have  been  one 
of  triumph  in  Europe,  [but]  politics 
have  taken  a  decidedly  nasty  turn  as 
the  euphoria  of  rapid  growth  and  the 
collapse  of  communism  has  worn  off. 
The  Yugoslav  war  has  demonstrated 
that  a  few  former  communists  are  still 
capable  of  raising  hell.  Small  wars  are 
raging  in  dark  corners  of  the  former 
Soviet  Union.  More  worrisome  to  the 
West  are  signs  that  the  brutishness  is 
beginning  to  spill  over  into  Western 
Europe's  democracies  and  is  arising  as 


well  from  home-grown  causes  there. 
On  a  political  level,  Western  Eu- 
rope faces  the  daunting  task  of  trying 
to  educate  vast  populations  in  Centralj 
and  Eastern  Europe  in  the  ways  of 
democracy.  Russia,  Ukraine,  Poland,i 
Hungary  and  Slovakia  also  face  efforts 
by  neo-Bolsheviks  to  try  to  restore  the 
rule  of  the  rubber  hose  and  gulag. 

Alas,  to  quote  Scotland's  Robert 
Burns,  "The  best  laid  schemes  of 
mice  an'  men/Gang  aft  a-gley." 
-George  Melloan, 
Wall  Street  Journal 


I 


\m> 


"The  little  dears!  They  still  believe  in  Santa  Claus." 


This  year,  what  I  want  for 
Christmas  is  FUN.  I  just  want 
to  smile  and  be  around  people 
who  make  me  laugh. 

-Gianni  Versace,  W 


Excusez-Moi! 

At  a  dinner  honoring  French  Presi 
dent  Francois  Mitterrand,  he  and  hi 
wife  and  Nancy  and  I  walked  into  th 
State  Dining  Room.  As  was  custom 
ary,  everyone  was  to  stand  until  Nan 
cy  led  Francois  to  her  table  and  I  le« 
Mrs.  Mitterrand  to  mine.  Nancy  ani 
Francois  headed  for  their  table,  bu 
Mrs.  Mitterrand  stood  frozen.  I 
whispered,  "We're  supposed  to  g 
over  to  the  other  side."  But  sh 
wouldn't  move.  She  said  somethin 
to  me  very  quietly  in  French,  which 
didn't  understand.  Then  she  repeal 
ed  it,  and  I  shook  my  head.  I  stj 
didn't  know  what  she  was  sayinj 
Suddenly  an  interpreter  ran  up  to  tj 
and  said,  "She's  telling  you  th; 
you're  standing  on  her  gown." 
-Ronald  Reagan,  An  American  Lt 

Yuletide  Splendor 

There  is  a  remarkable  breakdown 
taste  and  intelligence  at  ChristrrM 
time.  Mature,  responsible  grov 
men  wear  neckties  made  out  of  hoi 
leaves  and  drink  alcoholic  beverag 
with  raw  egg  yolks  and  cotta 
cheese  in  them. 

-P.J.  O'Rourke,  in  Jon  Winokur'j 
The  Portable  Curmudgeon  Redux  I 
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A  better  understanding 

of  derivatives  often  leads  to  an 

enhanced  investment  yield. 


Today,  sophisticated  investors  are  using  derivatives  to  enhance 
returns  in  a  variety  of  ways.  By  hedging  downside  risk.  By  com- 
bining risk  protection  with  upside  potential.  By  making  tactical 
adjustments  without  having  to  buy  or  sell  securities.  You  can 
swap  bond  coupons  for  equity  dividends.  You  can  diversify  into 
foreign  markets.  Even  hedges  can  be  hedged.  But  to  reap  the 
full  benefit  of  today's  complex 
and  changing  derivative  pro- 
ducts, you  should  turn  to  a  firm 
that  offers  objective  analysis,  in- 
depth  market  knowledge,  tech- 
nical expertise,  capital  strength. 
These  are  the  qualities  that 
have  made  J.P  Morgan  a  global 
leader  in  the  full  range  of 
derivative  products. 
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Managing  an  investment  portfolio  can  be  time-consuming  and 
labor  intensive.  Derivatives  don't  transform  the  basic  task,  but 
they  can  make  the  process  tangibly  more  productive. 


P.  Morgan  &  Co.  Incorporated 


J  P  Morgan 
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VODKA  (EXCEPT  WHEftTPRO^IBTtEPWOnfrCALL  1-800-243-3787  PRODUCT  OF  SWEDEN  40  AND  50%  ALC/VOL  (80  AND  100  PROOF) 
100%  GRAIN  NEUTRAL  SPIRITS.  ABSOLUT  COUNTRY  OF  SWEDEN  VODKA  &  LOtTO.  ABSOLUT,  ABSOLUT  BOTTLE  DESIGN  AND  ABSOLUT  CALLIGRAPHY  ARE  TRADEMARKS  OWNED  BY  V4 
&  SPRIT  AB©1992  V&S  VIN  &  SPRIT  AB  IMPORTED  BY  CARILLON  IMPORTERS,  LTD  TEANECK.  NJ  PICJURED  ABOVE  THE  NEW  YORK  CHORAL  SOCIETY 


ommentary 

events  at  home  and  abroad 

Caspar  W.  Weinberger,  Publisher 


STRATEGIC  DEFENSE— WE  STILL  NEED  IT 


id  all  the  speculations  and  guesses  of  "informed 
(irces,"  the  writing,  talking  and  thinking  about  what 

President-elect  will  do  in  a  number  of  areas,  there  has 
|;n  little  consideration  of  what  will  happen  to  one  of 

most  important  security  issues.  That  is,  of  course,  the 

.'  strategic  defense,  which,  because  of  the  end  of  the 
Jd  War  and  the  insistent  demands  that  defense  be  cut 
stically,  has  attracted  little  attention. 
Jut  neither  lack  of  public  interest  nor  the  advent  of  a  new 

unistration  can  change  the  basic,  chilling  fact  that 
Ire  are  at  least  30,000  nuclear  warheads  in  the  hands  of 
|r  republics  of  the  former  Soviet  Union  and  an  uncertain 

iber  of  warheads  in  other  potentially  unfriendly  hands, 
nothing  can  change  the  fact  that  at  the  moment  we 
Je  no  defense  whatever  against  nuclear  ballistic  missiles. 
In  1983  President  Reagan  presented  the  then-revolu- 
liary  idea  that  we  should  abandon  the  traditional, 
Wntional  geostrategic  position  that  defense  against 
Hear  weapons  is  a  bad  thing.  Since  then  we  have 
punately  been  able  to  do  substantial  research  despite 

implacable  opposition  of  those  who  adhered  to  the 
^ventional  wisdom.  That  research  has  enabled  us  to 

itify  and  devise  what  promise  to  be  several  highly 
Jctive  space-based  defenses  against  strategic  ballistic 
Isile  attacks  on  the  "U.S.  or  its  allies, 
lince  last  year,  however,  Congress  has  cut  funding  for 


the  Strategic  Defense  Initiative  program,  has  hampered 
research  and  has  completely  blocked  deployment  of  a 
space-based  system  by  insisting  that  any  defense  program 
comply  fully  with  the  1972  Anti- Ballistic  Missile  Treaty. 
This,  of  course,  kills — as  was  intended — any  effective 
space -based  defense  because,  as  long  as  we  adhere  to  that 
treaty,  we  cannot  deploy  or  even  realistically  test  space- 
based  methods  of  destroying  nuclear  warheads.  We  can 
only  work  on  ground- based  interceptors  at  a  single  site  in 
North  Dakota — even  though  it  is  generally  conceded  that 
no  ground- based  system  can  be  even  50%  effective. 

The  most  important  step  the  Clinton  Administration 
can  take  to  insure  that  the  U.S.  not  be  subjected  to  the 
horrors  of  nuclear  ballistic  missile  attack  is  to  end  our 
slavish  adherence  to  the  20-year-old  ABM  Treaty.  The 
treaty  was  signed  by  the  Soviet  Union,  which  no  longer 
exists,  and,  in  any  event,  there  is  even  a  legal  question  as 
to  whether  the  treaty  is  still  enforceable  there. 

What  is  certain,  however,  is  that  as  long  as  we  are 
bound  by  that  treaty,  we  will  never  be  able  to  build  and 
deploy  an  effective  defense  against  intermediate-  or  long- 
range  nuclear  ballistic  missiles.  That  indeed  was  the 
purpose  of  the  treaty  20  years  ago,  when  most  of  the 
geostrategic  thinkers  subscribed  to  the  quaint  but  entirely 
dangerous  notion  that  we  were  only  perfectly  safe  when 
we  were  perfectly  vulnerable. 


A  BIT  OF  LIGHT  AHEAD  FOR  BOSNIA 


IT  MONTH  NATO  made  a  historic  decision  when  it  voted 
pforce  the  U.N. -sponsored  naval  blockade  against  all 
:  is  left  of  the  old  Yugoslavia:  Serbia 

Montenegro'  Clearly  the  U.N. 

If  is  not  capable  of  effective  military 

ion.  NATO  is.  In  the  Adriatic  and 

lg  the  Danube,  its  naval  forces  can 

now  do  search  ships  suspected  of 
iging  arms  into  Serbia  for  use 
inst  Bosnia  in  the  brutal  war  there, 
'his  is  the  proper  role  for  NATO 

should  answer  the  question  as  to 
it  the  future  of  NATO  should  be. 
'  Cold  War  may  be  over,  but  as 

as  Serbia  continues  its  ethnic  cleansing,  and  as  long 

her  threats  to  world  peace  exist,  strong  military  forces 


will  be  needed.  The  long-moribund  Western  European 
Union,  France's  attempt  to  undermine  NATO,  is  also 
participating  in  the  blockade,  but  the 
key  factor  here  will  be  NATO,  whose 
military  members  have  long  worked 
and  trained  together  on  manuevers 
similar  to  this  blockade. 

The  next  step  should  be  for  the 
U.N.  to  lift  its  arms  embargo  against 
the  Bosnians,  who  could  then  have  a 
far  better  chance  of  securing  their 
independence  and  safety.  We  have  no 
strategic  interest  in  vain  attempts  to 
preserve  the  status  quo  of  what  was 
Yugoslavia — -an  unnatural  union  that  the  people  of  the 
several  areas  in  that  unhappy  land  did  not  want.  BH 
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When  Lisa  was  born 

her  kidneys  didn't  work. 

So  we  helped  Lisa's  mother 

learn  to  care  for  her. 


It  saved  $200,000 
in  hospital  costs. 


And  let  Lisa  grow 
up  at  home. 


J? 


Aetna's  Individual  Case  Managers  help 
people  who  are  in  our  group  plans  receive 
proper  health  care.  They  help  to  find  the 
best  available  treatment  by  understanding 
people's  needs  and  by  working  with  their 
doctors.  In  many  cases,  by  discovering 
alternative  methods  for  treatment,  medical 
costs  are  reduced.  And  more  importantly, 
people  can  recover  in  a  somewhat  more 
comfortable  environment.  Like 
home,  for  instance.  With  family. 
Aetna.  A  policy  to  do  morer 


/Etna 


©  1992  Aetna  Life  and  Casualty  Company 


' 


He  said  he  didn't  get  the  package  Yd  sent  him.  He  said  I  was  a 
scatter-brained ,  spaced-out,  good-for-nothing,  totally  reckless, 
untrustworthy,  undependable,  unreliable,  absent-minded 
moron.  So,  I  put  him  on  hold  and    I    \lff\  |  Al  AK.|J 


They  told  me  the  package  was  delivered  at  9:22  a.m.  and  his 
secretary,  Joan,  signed  for  it.  He  said  he  meant  'Nincompoop' 
in  a  good  way.  yy 


When  you  need  to  know  exactly  when 

your  package  arrived  and  exactly  who 

signed  for  it,  send  it  with  Federal  Express. 

Because  only  Federal  Express  can  tell  you 

where  your  package  is  within  seconds 

of  its  delivery.  Not  days.  Not  hours. 


Seconds.  No  other  company  offers  such 
a  sophisticated  tracking  system.  Not  Ul'Sj 
Not  DHL.  Nobody.  So  next  tune  yon 
need  to  send  a  package,  send  it  with 
Federal  Express.  Or  risk  the  chaiM  e  of 
really  being  called  a  nincompoop. 


Our  Most  Important  Package  Is  Yours: 


I  IW2  Federal  Express  Corporation 
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EDITED  BY  HOWARD  BANKS 


Will  trade  policy  turn  protectionist? 


Trade  issues  will  take  up  much  more  of  the 
incoming  Clinton  Administration's  time  than 
seemed  remotely  likely.  The  economy  now 
appears  to  be  in  much  better  shape  than  was 
portrayed  during  the  election  campaign.  As  a 
result,  mid-December's  economic  summit  has 
been  downgraded  to  mostly  a  television  cam- 
era opportunity. 

Top  of  the  trade  agenda  is,  of  course,  gatt 
(the  General  Agreement  on  Tariffs  and  Trade). 
The  present  U.S.  special  trade  representative, 
Carla  Hills,  and  her  staff  are  working  flat  out  to 
complete  negotiations,  but  several  clinkers 
have  yet  to  be  settled.  The  French  could  still 
wreck,  or  at  least  delay,  a  deal. 

France's  1.4  million  farm  workers  (6%  of 
that  country's  labor  force)  are  fighting  mad  at 
the  prospect  of  losing  their  massive  subsidy — 
well  over  $6  billion,  or  close  to  $4,500  a  head. 
That  is,  by  the  way,  no  less  than  20%  of  the 


total  EC  farm  subsidy  allocation. 
Other  trade  issues  are  piling  up. 

■  The  Clinton  team  will  be  pressed  to  renego- 
tiate the  North  American  Free  Trade  Agree- 
ment, notably  by  labor  unions,  environmen- 
talists and  congressional  friends  of  both  special 
interest  groups. 

■  Many  in  the  U.S.  steel  industry  are  lobbying 
for  permanent  protection  under  a  broad  multi- 
national agreement. 

■  In  the  airline  industry,  a  decision  must  be 
made  whether  to  allow  British  Airways  to  invest 
$750  million  in  USAir  in  return  for  44%  of 
total  equity.  (The  political  risk  here  is  that  reject- 
ing this  deal  and  its  cash  injection  could  push 
USAir  into  Chapter  1 1  bankruptcy. ) 

■  And  a  bit  later  next  year,  the  Clinton  Ad- 
ministration will  have  to  decide  whether  to 
extend  China's  most  favored  nation 
treatment. 


Intervention  and  the  Law  of  Unintended  Consequences 


The  outcome  of  these  early  decisions  will  tell 
a  lot  about  the  Clinton  trade  policy,  which  is  for 
now  best  described  as  foggy.  Several  Clinton 
advisers — especially  liberals  such  as  consultant 
Ira  Magaziner — are  trying  to  push  the  idea 
that  trade  shouldn't  be  free  and  must  be  man- 
aged. Interventionists  like  Magaziner  point  to 
the  semiconductor  agreement  with  Japan  as 
an  object  lesson;  it  turns  out  to  be  a  very 
iffy  example. 

The  agreement  began  in  1982.  The  latest 
version  was  supposed  to  ensure  that  foreign 
microchip  suppliers  will  get  20%  of  the  Japa- 
nese market  by  the  end  of  this  year.  It  won't 
happen.  Foreign  chip  sales  in  Japan  dipped 
from  a  14%  market  share  to  a  low  of  6%  in  1986; 
they  have  since  risen  but  only  to  around  16% 
(including  captive  sales  by  such  companies  as 
IBM).  Nobody  is  clear  what  to  do  next. 

What  the  trade  interveners  don't  tell  is  the 
other  side  of  this  deal.  As  rearranged  in  1986, 
the  deal  limited  Japanese  chipmakers'  access 
to  the  U.S.  market  and  set  a  high  floor  price  for 
their  chips.  The  market  research  firm  Data- 
quest  says  that  a  256K  DRAM  chip  rose  in  price 
from  $2.20  at  the  end  of  1986  to  $3.50  two 
years  later.  Similarly,  a  1 -megabyte  dram  chip 
rose  from  $15.50  in  the  fall  of  1987  to  $19 
one  year  later. 

This  artificial  price  floor  for  the  computer 
industry's  basic  raw  material  raised  costs  for 
chip  users  such  as  IBM,  Apple  and  Compaq 
and  soundly  upset  other  countries,  whose  chip 
costs  were  also  raised  as  a  result  of  the  U.S.- 
Japan deal. 


Even  more  perverse,  the  deal  boosted  Japa- 
nese suppliers'  profits.  Result:  Their  capital  in- 
vestment and  R&D  spending  shot  up  until  they 
greatly  exceeded  U.S.  firms'  levels.  An  added 
twist  is  that  the  high  prices  of  the  mid-1980s 
encouraged  the  South  Koreans  to  invest  heavily 
in  chipmaking. 

Talk  about  the  law  of  unintended  conse- 
quences! 

Where  the  interventionists  have  a  some- 
what better  case  concerns  Sematech,  the  U.S. 
industry  cooperative  set  up  to  improve  chip- 
making  technology.  Sematech  seems  to  have 
worked;  U.S.  equipment  makers'  world  mar- 
ket share  has  recovered,  to  53%  from  44%  in 
1990,  according  to  vlsi  Research  Inc.  (Note, 
though,  that  the  weaker  dollar  has  also  played  a 
major  role.)  This  program  involved  an  injec- 
tion of  $200  million  a  year  for  five  years,  half 
from  industry  and  half  from  the  defense  de- 
partment. But  after  putting  up  half  the  money, 
government  kept  its  hands  off  Sematech. 

A  case  many  in  the  electronics  industry  be- 
lieve to  be  urgently  in  need  of  attention  con- 
cerns the  latest  active  matrix  flat  screen  dis- 
plays for  use  in  portable  computers.  Even 
though  none  of  these  flat  screens  have  ever 
been  made  in  the  U.S.,  a  63%  antidumping  duty 
is  imposed  on  these  screens.  Because  there  is 
no  U.S.  duty  on  complete  systems,  IBM,  Com- 
paq and  Apple  have  all  moved  production — 
and  therefore  jobs — of  machines  using  these 
displays  outside  the  U.S. 

Is  that  what  the  interventionists 
intended?  M 
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BY  ROBERT  ROSENSTEIN 


The  Forbes  Index  (1967=100) 
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The  revised  gross  domestic  product  in  the  third  quartet 
shows  that  the  economy  grew  at  a  3.9%  annual  rate  rathei 
than  the  2.7%  rate  first  reported.  The  September  durabl 
goods  orders  figure  was  also  revised:  This  component  ol 
the  Forbes  Index  shows  a  0.3%  gain  from  August.  In 
October  new  orders  for  durable  goods  rose  3.9%,  the 
biggest  month-to-month  gain  since  July  1991.  Allen 
Sinai,  chief  economist  of  the  Boston  Co.,  expects  thq 
Federal  Reserve's  industrial  production  index — which] 
gained  0.3%  in  October — will  also  increase  in  November] 
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Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0%   I 

Auto  sales  year  to  date  vs  1 991 ' 

Ward's  Automotive 

1.4%  1 

Index  of  leading  indicators  Oct  vs  Sept 

Dept  of  Commerce 

0.4%   1 

Trade  balance  12  months  ended  Sept  1992 

Dept  of  Commerce 

-$76bil 
0.3% 
3.9% 

All-commodity  producer  price  index  Oct  vs  Sept1 
GOP  3rd  quarter  vs  2nd — annualized  growth 

Dept  of  Labor 
Dept  of  Commerce 

M2  (3-month  change) — annualized  growth3 

Federal  Reserve 

1.6% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  11/2092. 2  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Services     •    Total  index 


Inventories      •    New  orders 


155 


145 


135 


125 


270 


210 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 

($bilhons),  seasonally  adjusted  (Dept  of  Commerce) 


2990 


2920 


2850 


2780 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


550 


475 


400 


325 


165 


160 


155 


740 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


150 


Jl     I 


Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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SHEAFFER, 


For  the  dealer  nearest  you,  call 
1-800-FINE  PEN. 


Connaisseur® 

Nostalgia** 

Masterpiece1" 
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Need  some  rare  earth  metals  for  a  weapons  program? 
Or  perhaps  some  snake  poison  or  anabolic  steroids? 
Estonia's  traders  should  be  able  to  fill  your  order. 

The  Metals  Queen 
of  Tallinn 


By  Craig  Mellow 


Math  teacher  and  Party  boss  turned  businesswoman,  Tiiu  Silves 

The  Metals  Queen  traded  $155  million  worth  of  goods  in  the  first  six  months. 
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In  an  unmarked,  sparsely  furnished' 
office  in  an  apartment  block  in  the 
Estonian  capital  of  Tallinn,  a  youn§ 
man  named  Volodya  gathers  with  his 
brokers  for  their  afternoon  strate^ 
session.  Like  cowboys  leaving  thei 
spurs  at  the  door,  each  of  them  plur 
his  Mobira  cellular  phone  down  or 
the  desk. 

The  phones  soon  start  ringing  wit 
sell  offers  from  the  Russian  city  of  St.! 
Petersburg,  some  200  miles  away.j 
Volodya  likes  one  of  the  calls,  an  offer*] 
to  sell  him  a  ton  of  cobalt  for  $  1 4,000,  L' 
hard  currency',  thank  you.  The  resale  J 
price  in  Tallinn  is  $  1 7,000 .  Minus  the  J 
$400  needed  to  bribe  customs  offi-J 
cials  at  the  Russian/Estonian  border,!' 
in  Narva,  the  spread  is  still  worth  tww 
days'  driving  to  pick  up  the  cargo  and] 
bring  it  to  Tallinn. 

Volodya   says   he   wouldn't   ha\ 
bothered    with    this    small -potatc 
trade  last  summer,  when  he  some 
times  traded  100  tons  of  cobalt  a  ds 
But  seven  brokers  have  been  mur 
dered  in  Tallinn  over  the  last  twc 
months,  so  Volodya  and  the  othc 
traders  have  decided  that  they'd  bet 
tcr  lay  low  for  a  while. 

The  industry  of  young  men  like 
Volodya,  who  is  26,  is  turning  Estonia 
into  one  of  the  smuggling  capitals  o  ■ 
the  world.  With  a  population  of  l.|l 
million  and  an  extremely  limited  min 
ing  industry,  Estonia  has  nonethelesj 
become  the  world's  sixth-leading  c\ 
porter  of  nonferrous  metals  as  th 
Soviet  empire  has  collapsed  and  th 
worldwide   smuggling  industry   h. 
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ishroomed  (see  story,  p.  172).  Es- 
lia's  metals  exports,  in  turn,  could 
a  factor  in  slumping  world  prices, 
ticularly  for  nickel,  which,  along 
h  copper  and  other  metals,  is  pour- 
;  illegally  out  of  Russia  in  huge 


umes. 
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Russian  nickel,  copper  and  cobalt 

cost  between  one -half  and  one- 

,-!   rd  the  world  price  in  St.  Peters- 

g.  Why  so  cheap?  "Most  of  this 

ffis  stolen,"  murmurs  a  St.  Peters- 

"g  trader  named  Boris. 

'he  economy  of  what  used  to  be 

Soviet  Union  today  might  best  be 

tured   as   a   dilapidated   mansion 

ose  owner  has  died,  and  whose 

ants  are  stripping  the  fixtures  while 

family  wrangles  over  who  inherits 

at.    Valuable    raw    materials    are 

wn  all  over  Russia— stacked  up  in 

itary  plants  for  canceled  weapon 

ems,  pouring  out  of  refineries  for 

tomers  that  no  longer  operate. 

icial  Russian  export  licenses  are 

ited  to  a  charmed  circle  with  top- 

1     connections,     and     at     least 

1,000  to  poup'into  those  connec- 

is'  pockets. 

he  Baltic  states — Estonia,  Latvia 
Lithuania — have  loose  export 
trols,  and  no  incentive  to  stem  the 
lorrhaging  of  Russia's  natural  re- 
rce  treasures.  Estonia,  being  in  the 
est  proximity  .  to  Scandinavian 
ts,  has  become  the  metals  smug- 
s' natural  exit  route  of  choice.  The 
stop  for  nonferrous  metals  is  usu- 
Finland,  a  few  hours  by  freighter 
n  Tallinn  or  Sweden.  More  exotic 


materials  are  sold  to  agents  from  an 
array  of  relatively  nearby  countries. 

Lithuanians  and  Poles  tend  to  de- 
scend on  St.  Petersburg  en  masse,  all 
looking  for  the  same  product.  Buyers 
from  the  Scandinavian  countries  and 
Germany,  along  with  the  occasional 
Arab  or  Israeli,  generally  travel  solo, 
toting  the  calling  card  of  some  trading 
company  with  a  post  office  box  for  an 
address. 

Whatever  you  want,  it  seems  that 
you  can  get  it  from  the  smugglers 
based  in  St.  Petersburg  and  Tallinn. 
There  is,  for  example,  a  burgeoning 
trade  in  rare  earth  metals,  exotic  ma- 
terials-like ruthenium  and  germani- 
um. These  metals  are  stolen  from 
military  research  laboratories  and 
plants,  where  they  were  used  in  the 
aerospace  and  nuclear  combines. 

If  it's  Russian,  isn't  nailed  down 
and  can  be  sold  for  hard  currency,  it's 
probably  on  the  move.  Zirconium,  a 
metal  used  for  steel  production  and 
electronics  and  worth  about  $50  a 
pound,  is  extracted  from  pipes  and 
switching  equipment.  Some  lucky 
military  workers  discovered  that  the 
type  of  gas  mask  they  were  manufac- 
turing contained  scandium,  a  rare 
earth  metal  that  can  be  used  to 
strengthen  tank  armor,  and  which 
sells  for  $100  a  gram. 

In  the  Latvian  capital  of  Riga, 
would-be  traders  have  stolen  copper 
from  trolley-bus  wires,  and  even 
swiped  the  bronze  plaque  off  the  par- 
liament building.  Russian  doctors  and 
medical    researchers   offer   products 
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A  copper  smelting 
plant  in  Russia 
Russia's 
economy  is  like 
a  dilapidated 
mansion.  The 
owner  has  died, 
and  the  tenants 
are  stripping  the 
fixtures  while 
the  family 
wrangles  over 
who  inherits  what. 


ranging  from  snake  poison  to  anabo- 
lic steroids. 

The  100,000  or  so  Russian  soldiers 
still  on  Baltic  soil  will  continue  to 
provide  a  safe  channel  for  contraband, 
since  cargo  shipped  to  them  from 
Russia  is  above  customs  inspection, 
often  literally.  Heine  Kuur,  a  volun- 
teer civil  defense  officer  in  the  Esto- 
nian city  of  Tartu,  recendy  inspected 
a  transport  plane  landing  at  the  ex- 
Soviet  air  base  there,  and  found  it 
stuffed  with  nickel.  "Sometimes  they 
[the  smugglers]  use  bombers,  too," 
laughs  Boris  the  broker  ominously. 

Nor  is  it  much  trouble  to  bribe  a 
customs  inspector  along  the 
Russian/Estonian  border.  After  all, 
the  inspector's  official  salary  is  proba- 
bly under  $50  a  month. 

Despite  the  murky,  first-name-only 
atmosphere,  the  post-Soviet  minerals 
smuggling  business  has  produced 
some  famous  personalities.  The 
"Metals  Queen"  of  Tallinn  is  a  re- 
markable 38-year-old  woman  named 
Tiiu  Silves.  Formerly  a  mathematics 
teacher  and  neighborhood  Commu- 
nist Party  boss,  Silves  went  into  busi- 
ness in  1988  when  she  offered  the 
public  imported  televisions  in  ex- 
change for  scrap  metal.  In  the  first  half 
of  1992,  she  says,  the  volume  of 
goods  traded  by  her  Silves  Enterprise 
Corp.  was  worth  $155  million.  Silves 
tells  Forbes  that  she  is  a  majority 
shareholder  in  a  $500  million  gold 
and  copper  mining  complex  to  be 
built  in  the  Russian  Far  East  in  the 
next  few  years,  and,  just  in  case,  in  a 
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Russian  smuggling 

private  bank  in  Zurich. 

To  help  build  her  business,  Silves 
hired  the  former  head  of  the  Estonian 
KGB.  "We  went  to  school  together, 
and  no  one  else  would  give  him  a 
job,"  she  says.  But  she  admits  this 
employee  can  also  be  helpful  to  her  in 
Moscow  court  politics. 

The  other  metals  smuggling  celeb- 
rity was  until  recently  Alexander  Mali- 
shev,  boss  of  the  St.  Petersburg  rack- 
ets. Working  openly  from  a  hotel 
suite,  Malishev  insured  that  shippers 
of  copper  and  nickel  left  him  out  of 
the  action  only  at  very  considerable 
risk  to  themselves. 

In  October,  to  everyone's  surprise, 
a  special  Interior  Ministry  unit  arrest- 
ed Malishev  and  his  right-hand  man 
Sasha  (the  Brick)  Kirpichov  and  sever- 
al other  associates.  The  war  to  succeed 
Malishev  has  so  far  claimed  at  least  a 
dozen  lives. 

The  other  big  bust  of  the  fall  in- 
volved a  ring  of  scientists  at  two  St. 
Petersburg  military  laboratories. 
They  were  caught  trying  to  run  2.5 
kilos  of  ruthenium,  worth  $375,000, 
across  the  Estonian  border;  they  had 
another  7.5  kilos  stockpiled.  Soviet 
scientists  used  ruthenium,  which  is  in 
very  short  supply  worldwide,  to 
strengthen  steel  to  withstand  the  tem- 
peratures generated  by  rocket  engines 
or  nuclear  reactors. 

Brokers  report  a  sudden  flood  of 
germanium  on  the  market  last  spring 
in  the  form  of  optical  lenses.  These 
were  snapped  up  for  $1,000  a  kilo  by 
Polish  traders,  who  said  an  unnamed 
foreign  client  wanted  them  to  provide 
night  vision  for  military  tank  optical 
systems. 

Brokers'  shoptalk  swirls  around  still 
more  expensive  and  arcane  sub- 
stances. Trader  Boris  tells  of  meeting 
a  Central  European  intermediary  who 
showed  him  $250,000  in  cash  and 
asked  him  to  find  osmium- 187,  the 
radioactive  isotope;  he  said  that  a 
client  wanted  the  isotope  for  medical 
applications.  Boris  did  find  a  supplier, 
but  the  steep  asking  price  of  $5,000 
per  gram  appeared  a  bit  too  high  for 
the  agent. 

On  a  more  ghoulish  note,  Tallinn 
brokers  also  report  a  trade  in  human 
growth  hormone,  harvested  by  pa- 
thologists from  the  brains  of  fresh 
corpses.  Strange  things  happen  when 
economies  collapse.  Hi 
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The  graybeards  at  Thorn  EMI  aren't  wild 
about  house  music,  but  who  knows?  It  could  be 
the  Beatles  of  the  1990s. 

Here  comes 
house  music 


By  Peter  Fuhrman 

One  British  industry  prospers  even  in 
the  country's  worst  recession  in  40 
years.  Britain's  rock  music  industry  is 
gaining  sales  at  home,  in  the  U.S.  and 
in  other  foreign  markets.  Over  the  last 
ten  years  in  the  U.S.  one-fifth  of 
Billboard 's  Top  100-selling  albums 
and  singles  have  come  from  British 
bands.  Scotch  whiskey  is  the  only 
other  British  export  that  can  claim 
such  a  high  and  sustained  U.S.  market 
share.  British  earnings  from  music 
exports  run  to  an  estimated  $1.5 
billion  a  year. 

"We  are  successful  for  much  the 
same  reason  Sony  and  Matsushita  are 
successful  in  consumer  electronics," 
explains  John  Preston,  boss  of  bmg 
Records  in  London,  owned  by  Ger- 
many's Bertelsmann  AG.  "We  have 
learned  to  take  American  inventions 
like  rhythm-and-blues  and  rap,  im- 
prove upon  them  in  some  way,  then 
introduce  lots  of  new  products  into  a 
very  large  and  competitive  domestic 
market.  The  winners  are  exported  back 
to  the  U.S.  and  the  rest  of  the  world." 

All  the  major  international  record 
companies — Sony,  PolyGram,  Time 
Warner — have  huge  operations  in 
Britain.  But  the  largest  and  most  suc- 
cessful is  homegrown,  Ixmdon- based 
Thorn  KMI  Pic.  ($6  billion  revenues  in 
the  fiscal  year  ended  March  1992). 
The  name  might  ring  a  bell,  emi 
Music,  Thorn  EMl's  major  source  of 
sales  and  profits,  owns  Parlophone 
records,  the  label  that  signed  the  Bea- 
tles back  in  1962. 

After  the  Beatles  broke  up  in  1970, 
kmi  suffered.  The  company  had  diver- 
sified widely,  from  defense  electronics 
to  CAT  scanners.  In  the  music  business 
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Beatles'  sales  stayed  strong,  but  El 
had  lost  the  knack  for  finding  goodj. 
new  talent.  By  1979,  when  it  agree( 
to  merge  with  electrical  manufactur 
Thorn  Electrical  Industries,  EMI 
on  the  verge  of  bankruptcy. 

The  merger  didn't  help.  By  19$ 
Thorn  emi  was  in  serious  financis 
trouble.   That  was   the   year  Col 
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outhgate  was  made  managing  direc- 
3r.  Sir  Colin  (he  was  knighted  in 
Line)  had  joined  the  company  in 
982,  when  his  computer  services 
ompany  was  bought  by  Thorn  EMI; 
e  has  run  the  company  ever  since. 
From  his  cozy  office  in  a  narrow 
uilding  off  Hanover  Square  in  Lon- 
on's  Mayfair  district,  Southgate  set 
ut  to  turn  Thorn  emi  back  into  a 
msic  company.  From  1985  to  1989 
disposed  of  over  60  businesses, 
oday  Thorn  EMl's  defense  electron- 
s  and  lighting  businesses  ($1.5  bil- 
on  combined  sales  in  1991)  are  up 
>r  sale. 

With  the  proceeds,  Southgate,  now 
4,  began  to  buy  record  labels — if  you 
in't  develop  talent,  why  not  buy  it?  A 
:ar  ago  he  completed  the  $100  mil- 
on  purchase  of  Chrysalis  Records, 
hose  most  important  act  is  tempera- 
lental  Irish  singer  Sinead  O'Connor. 
i  March  Thorn  emi  paid  nearly  $950 
illion  to  Richard  Branson  for  his 
laniftrgin  Music  Group.  Its  acts  include 
Cde  Rolling  Stones  and  Janet  Jackson. 
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Also  on  Virgin's  list  is  Right  Said 
Fred,  this  year's  bestselling  new  Brit- 
ish band,  selling  over  1  million  singles 
and  500,000  albums  in  the  U.S. 

Already  Southgate  has  cut  300  staff 
at  Virgin  and  merged  its  distribution 
and  back-office  functions  (such  as 
royalty  payments)  into  Thorn  emi's. 
Virgin  should  make  over  $100  mil- 
lion a  year  within  two  years,  says  emi 
Music's  president,  James  Fifield. 

Thorn  emi's  groups  have  been 
burning  up  the  U.S.  charts,  emi's 
Liberty  label  handles  Garth  Brooks, 
the  U.S.'  hottest- selling  recording 
artist  (see  Forbes,  Mar.  2).  In  mid- 
November  Brooks  had  four  albums  in 
the  Billboard  Top  40,  and  sold  10 
million  recordings  for  Thorn  EMI  in 
the  six  months  through  September 
1992,  says  Fifield. 

Southgate  does  have  one  complaint 
about  the  U.S.  record  market:  Com- 
pact disc  prices,  at  an  average  $12,  are 
too  low.  CDs  sell  for  about  50%  higher 
in  Britain  and  the  rest  of  Europe, 
which  halves  the  number  that  have  to 


Reveling  to  house 
music  in  New  York 
Rock  is  Britain's 
most  dependably 
profitable 
export  to 
the  U.S. 


be  sold  to  break  even.  Southgate's 
solution:  Raise  prices  in  the  U.S.  for 
the  most  popular  artists. 

Hence  the  $16.98  suggested  retail 
price  for  Garth  Brooks'  latest  CD,  The 
Chase,  released  in  October.  Though 
that's  $1  above  the  going  price  for 
Brooks'  two  previous  recordings,  it 
has  not  hurt  sales  (it's  number  one  on 
the  Billboard  charts).  Warner  Music 
followed  suit  and  priced  its  new  Ma- 
donna record  at  $16.98. 

Southgate  has  been  buying  U.S. 
labels,  too.  In  October  he  bought 
Nashville -based  Sparrow  Corp.,  a 
leading  Christian  music  label  with 
$30  million  in  annual  sales.  He  also 
bought  the  50%  he  didn't  own  of  sbk 
Records,  which  is  run  by  Charles 
Koppelman  and  distributes  the  pop 
trio  Wilson  Phillips  and  rapper  Vanilla 
Ice  (Forbes,  Sept.  30). 

Thorn  emi's  music  publishing  busi- 
ness also  owns  the  rights  to  the  largest 
music  catalog  in  the  world,  over 
850,000  songs.  Southgate,  who  calls 
the  publishing  business  his  "real 
jewel,"  has  made  a  big  effort  to  license 
songs,  often  rock  tunes  from  20  years 
ago,  for  use  in  television  commercials 
for  everything  from  Levi's  jeans  to 
Listerine,  Revlon  cosmetics  and  Mi- 
tsubishi automobiles. 

In  the  first  six  months  of  the  fiscal 
year  ending  next  March,  EMI  Music 
and  a  chain  of  3,000  consumer  elec- 
tronics and  appliance  rental  shops 
that  Southgate  says  he'll  keep  con- 
tributed 86%  of  Thorn  emi's  $180 
million  in  profits  before  tax  and  inter- 
est charges. 

The  biggest  difference  between  the 
American  and  the  British  acts  on 
Thorn  emi's  list  is  that,  with  the  ex- 
ception of  Virgin's  Janet  Jackson, 
only  the  British  acts  export  well.  Why? 
One  reason  seems  to  be  competition. 

Just  as  there  used  to  be  an  over- 
whelming volume  of  live  music  in 
New  York  a  generation  ago,  so  it  is 
today  in  Britain.  There  are  over  50  live 
rock  performances  each  night  in  Lon- 
don, and  others  in  most  big  towns. 
Thorn  EMI  will  spend  about  $100 
million  this  year  hunting  for  talent  in 
England,  Scotland  and  Ireland. 

Britain,  as  America  once  did,  also 
has  a  huge  number  of  small,  indepen- 
dent and  very  entrepreneurial  record- 
ing companies.  Even  in  the  midst  of  a 
recession,  1,300  new  recording  com- 
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The  Fab  Four 
As  virtual 
unknowns,  the 
Beatles  made 
recordings  for 
the  BBC.  EMI  and 
Apple  may  finally 
agree  to  release 
them. 


Who  owns  the  rights  to 
more  than  two  hours  of  so- 
far  unreleased  Beatles 
music? 

Thirty  years  ago,  and 
well  before  they  made  their 
U.S.  debut  in  1964  on 
the  Ed  Sullivan  Show,  the 
Beatles  were  offered  free 
studio  time  by  bbc  Radio. 
After  the  resulting  tape 
was  broadcast,  these  re- 
cordings were  locked 
away,  played  only  rarely  on 
the  bbc. 

The  long- running  dis- 
pute over  how  to  split  the 
profits  among  the  bbc, 
Thorn  emi  (which  owns  the 
recording  rights  to  Bea- 
des music)  and  Apple  Rec- 
ords, the  Beatles'  own  re- 
cording company,  may  be 
nearing  settlement  at  last. 

Neither  emi  nor  Apple 
wants  this  squabble  to  end 
up  in  court.  Both  are  ea- 
ger to  feed  the  public's  un- 
abated appetite  for  Bea- 
des music.  With  a  settle- 
ment, the  recordings  are 
likely  to  be  issued  quickly  as 
two  CDS. 

There  has  been  no  new 
studio  music  from  the 
group  since  the  1970s  Let 


It  Be  album.  That  makes 
the  bbc's  recordings 
more  than  just  a  curiosity. 
They  are,  quite  possibly,  v 
the  most  valuable  music  re- 
cordings never  released 
to  the  public. 

John,  Paul,  George 
and  Ringo  issued  in  all  200 
songs  on  13  full-length 
albums;  total  worldwide 
sales  are  now  somewhere 
in  the  vicinity  of  1  billion 
units,  according  to  the 
Guinness  Book  of  World 
Records.  The  new  CDs, 
record  industry  people 
anticipate,  would  almost 
certainly  sell  in  the  tens  of 
millions. 

Rupert  Perry,  presi- 
dent of  emi  Records  in 
London,  will  say  nothing 
about  the  negotiations  but 
points  out  that  the  Bea- 
des remain  one  of  his  best- 
selling  acts. 

Earlier  this  year,  on  the 
25th  anniversary  of  its  re- 
lease, Sgt.  Pepper's  Lonely 
Hearts  Club  Band  shot 
up  the  album  charts  in 
Britain.  This  Christmas 
EMI  is  releasing  a  boxed 
CD  set  of  the  Beatles'  22  hit 
singles.  -P.P.  ■■ 
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panies  were  established  this  year  alone 
in  Britain.  Over  200  new  recordings 
are  released  each  week.  The  British 
spend,  on  average,  25%  more  a  year 
on  records  than  Americans,  and  more 
than  anyone  except  the  Dutch. 
.  There's  another  peculiarly  British 
factor  in  this  story.  It  is  Britain's  one 
national  rock  radio  station,  bbc  Radio 
One,  which  like  other  bbc  services 
accepts  no  advertising.  Radio  One  has 
a  huge  reach — over  1 5  million  listen- 
ers a  week — and  the  station  makes  it  a 
priority  to  give  radio  time  to 
British  rock  music. 

Because  Radio  One's  signal  can 
picked  up  all  over  northern  Europe 
new  groups  that  make  it  to  the  chan 
nel  reach  a  huge  potential  marke 
Two  of  Thorn  emi's  new  acts,  Jesu 
Jones  and  emf,  have  sold  better  in 
Europe  than  America,  in  part  because 
of  Radio  One  exposure.  The  same 
goes  for  one  of  Warner  Music's  big- 
gest new  British  acts,  Simply  Red.  Th 
U.S.'  mtv  is  of  far  narrower  scope. 

These  days  Southgate  and  his  col 
leagues  are  watching  with  some  trepi 
dation  Britain's  latest  musical  fashion 
something  called  "house  music" 
"rave  music."  It  is  just  starting  to| 
spread  to  the  U.S.,  and  consists  main-| 
ly  of  computerized  blips  and  thuds,j 
with  little  snatches  of  singing  tapedl 
from  records  by  people  like  James! 
Brown.  It  sounds  most  like  a  personal! 
computer  booting  up,  amplified  tc  t 
ear-splitting  levels. 

The  genre  originated  in  Chicago  iri 
1986.  But  it  found  no  big  audience! 
until  adopted  and  restyled  by  Britisl 
musicians.  It's  popular  with  Britisl 
kids  under  2 1 ,  who  thrash  around  tfl 
it  while  high  on  amphetamines. 

House  music  is  strange  for  anothe 
reason.  There  are  no  big  stars.  Th 
bands  are  like  small  groupings  < 
computer  nerds.  One  of  the  bes 
selling  songs  this  year  is  "It  Will  Ma 
Me  Crazy"  by  a  singer  called  Fel 
who  has  never  been  photograph 
but  is  said  to  be  a  21 -year-old  co 
puter  hacker  who  was  trained  as  a  t 
inspector. 

"It's  hard  to  believe  people  p 
money  for  this  kind  of  stuff, "  coi 
cedes  Fifield  as  he  plays  one  of  1  he  ne 
house  music  songs,  an  obsceni 
filled  rant  called  "Jump"  that  i 
Music  just  released.  "But  when  \\  e  i 
a  wave,  we  try  to  ride  it." 
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fter  years  of  buying  and  selling  off  divisions, 
eneral  Electric  finds  that  an  old  reliable  business 
now  its  main  industrial  engine  of  growth. 

Back  to  basics 
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James  R.  Norman 

^ce  buying  RCA  back  in  1986  for  $6 

lion,  General   Electric   Chairman 

hn  F.  Welch  Jr.  has  paid  another 

5  billion  for  other  diverse  business- 

and  sold  $11  billion  worth.  Gone 

!  assets  in  coal,  oil  and  gas,  comput- 

chips,  robots,  consumer  electron- 

,  you  name  it.  Latest  to  go  is  ge's 

aua;  rospace  division  in  a  pending  $3 

am  lion  deal.  Still  rumored  to  be  on  the 

>ck  are  nbc  and  stockbroker  Kid- 

.Thl  r,  Peabody  &  Co.  Those  two  divi- 

ie, :  ns  together  would  probably  bring 

icoi:  another  couple  of  billion  or  so. 

The  irony  is  that  despite  all  that 

ying  and  selling,  the  main  industri- 

c"  i  init  charging  up  ge's  bottom  line  is 

old  reliable  division  that  formed 

basis   for  the   company's   early 

hud|>wth:  its  century-old  electric  power 

lerator  manufacturing  business. 

The  U.S.  and  the  rest  of  the  world 

in  the  midst  of  a  boom  in  new  and 

•lacement  electric  power  plants.  GE, 

ough  hard  work,  good  planning 

sheer  luck,  is  beginning  to  gener- 

megabucks  on  those  new  mega- 

ts.  The  company  is  far  and  away 

market  leader  in  gas  turbines — 

denly  a  hot  item  for  new  generat- 

plants.    It   may   turn   out   that 

lch's  smartest  move  in  his  long 
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career  was  to  hang  on  to  and  nurture 
ge's  gas  turbine  business  through  a 
brutal  industry  slump  in  the  1980s. 
Competitors  like  Westinghouse  Elec- 
tric scaled  back  turbine -making  and 
now  are  scrambling  to  rebuild.  Welch 
has  said  ge's  turbine  business  "went 
through  purgatory,"  but  the  compa- 
ny "invested  to  make  it  more  compet- 
itive and  stuck  with  it  through  the 
lean  years." 

This  year  the  GE  power  systems 
operation  should  chalk  up  revenues  of 
$6.4  billion  and  operating  profits  of 
more  than  $1.1  billion — a  30%  oper- 
ating return  on  assets.  Power  systems' 
profits  would  be  up  more  than  20% 
from  last  year  and  double  the  results 
in  1988.  This  offsets  eroding  profits 
on  aircraft  engines,  locomotives  and 
plastics,  and  only  minimal  growth  in 
appliances  and  lighting. 

The  generator  unit  even  adds  to  the 
impressive  double -digit  growth  in  GE 
Financial  Services:  Its  GE  Capital  unit 
put  $2  billion  in  high-grade  power 
plant  loans  and  investments  on  its 
books  in  the  past  two  years — 13%  of 
its  asset  growth.  So  overall,  GE  operat- 
ing profits  should  be  up  about  5%  this 
year,  to  $8  billion  on  $46  billion  in 
sales.  Nicholas  P.  Heymann  of  Coun- 
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GE  Chairman 

Jack  Welch 

He  knows  when 

to  buy,  sell 

and  hold. 


RIGHT: 

Gas  turbine  works 
in  South  Carolina 
Capacity  is 
booked  into  1994. 


ty  NatWest  Securities  says  net  income 
should  be  $4.7  billion,  $5.50  a  share, 
up  7.8%. 

The  next  few  years  look  lackluster 
for  most  of  ge's  businesses,  particu- 
larly aircraft  engines,  appliances  and 
plastics.  But  analysts  forecast  double- 
digit  earnings  growth  for  power  to  the 
end  of  the  decade.  By  then  ge's  power 
systems  could  be  putting  upwards  of 
$2  billion  on  ge's  bottom  line.  "This 
may  be  their  old,  boring  business," 
says  David  Bardett,  an  analyst  with 
Van  Cleef  Partners  Inc.  and  a  long- 
time GE  watcher.  "But  we're  coming 
into  a  new  electrical  age.  Call  it  the  re- 
electrification  of  America."  And,  if 
Bardett  is  right,  of  GE. 

For  a  slew  of  reasons,  the  electric 
industry  is  faced  with  remaking  itself 
over  the  next  few  years.  First,  electric 
demand  has  finally  caught  up  with  the 
overbuilding  of  the  1970s  and  early 
1980s.  Moreover,  utilities  face  the 
possible  premature  obsolescence  over 
the  next  decade  of  dozens  of  nuclear 
plants  too  cosdy  to  relicense.  And 
1995  clean  air  rules  could  make  it 
cheaper  to  convert  some  oil-  and  coal- 
fired  plants  to  gas  than  to  pay  for 
pollution  controls,  especially  if  the 
new  Bill  Clinton/ Al  Gore  team  be- 
gins to  make  good  on  its  promises  to 
environmentalists. 

Says  Thomas  F.  Garrity,  general 
manager  of  the  power  systems  engi- 
neering department  at  ge's  Schenec- 
tady, N.Y.  power  systems  headquar- 
ters: "Natural  gas  is  the  fuel  of  choice 
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General  Electric 

to  minimize  environmental  impact." 

Industry  forecasts  predict  installa- 
tion of  114,000  megawatts  of  new 
generating  power  by  the  year  2001  in 
the  U.S.  and  Canada — a  15%  increase 
over  today's  capacity.  Almost  half  that 
capacity  is  expected  to  be  gas-fired 
turbine  generators. 

After  the  shakeout  in  the  mid- 
1980s,  ge  claims  to  have  60%  of  the 
world  market  for  gas-combustion  tur- 
bines. It  is  trailed  by  Westinghouse 
(linked  with  Mitsubishi,  Fiat  and 
Rolls-Royce),  Siemens  and  Asea 
Brown  Boveri.  ge  also  has  the  top- 
rated  machines:  massive,  high-tech 
steel  turbines  able  to  run  at  2,300 
degrees  Fahrenheit  and  generate  160 
megawatts — enough  to  power  a  city 
of  160,000  people.  Installed  cost, 
with  an  80-megawatt  steam  turbine: 
about  $160  million  apiece.  Since  their 
introduction  in  1989,  GE  claims  these 
Frame  7F  and  9F  machines  have  won 
three  out  of  every  four  orders  in  that 
bracket  and  have  helped  book  up  its 
newly  expanded  million-square-foot 
Greenville,  S.C.  plant  well  into  1994. 

Now  ge's  power  systems'  sales 
force  is  looking  overseas.  Generating 
demand  is  rising  at  double-digit  an- 
nual rates  in  Pacific  Rim  countries, 
and  GE  has  joint  ventures  with  Hitachi 
and  Toshiba  that  let  them  build  ma- 
chines under  license.  It  has  done  the 
same  thing  in  Europe  with  Britain's 
GEC  and  France's  Alsthom. 

It's  unlikely  GE  will  plunge  into  big, 
overseas  plant  investments  by  itself. 
Its  capital  spending  this  year  is  down 
by  a  third,  to  just  over  $1  billion,  less 
than  its  depreciation  rate.  GE  has  also 
stopped  its  stock  buyback  program 
(shares  outstanding  have  shrunk  by 
6%  since  1989)  as  Welch  plows  prof- 
its— and  proceeds  from  the  pending 
Aerospace  sale — into  trimming  ge's 
28%  debt-to-total-capital  ratio. 

Some  analysts  speculate  that 
Welch,  now  57,  is  girding  for  at  least 
one  more  big  acquisition  before  he 
reaches  ge's  mandatory  executive  re- 
tirement age  of  65  in  2000.  Alterna- 
tively, Welch  may  be  bracing  for  more 
hard  times.  "A  strong  financial  posi- 
tion is  more  important  than  ever," 
says  Robert  Nelson,  GE  vice  president 
for  financial  planning.  "In  a  world  like 
this,  you  can't  anticipate  opportuni- 
ties." If  you're  superbly  managed  like 
GE,  you  make  your  opportunities.  M 
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On  Dec.  18,  South  Koreans  elect 
their  next  president.  Whoever  wins, 
the  economy  is  in  far  better  shape 
than  most  Koreans  seem  to  feel. 

Seoul  angst 


By  Damon  Darlin 

Just  AS  the  U.S.  presidential  elections 
set  off  a  spate  of  hand-wringing  about 
the  condition  of  the  U.S.  economy, 
South  Koreans  headed  for  the  polls 
Dec.  18  to  elect  a  new  president  are 
worried  that  their  economy  is  foun- 
dering. A  maverick  billionaire  busi- 
nessman, Chung  Ju-Yung,  the 
founder  of  the  Hyundai  Group,  is 
making  the  economy  the  central  issue 
of  his  campaign  for  the  presidency. 
While  Korean  voters  won't  vote 
Chung  into  office,  they  are  taking 
seriously  the  talk  coming  from 
Chung,  other  businessmen  and  gov- 
ernment officials  alike  that  Korea  risks 
becoming  "the  next  Argentina" — a 
reference  not  to  the  bustling  Argenti- 
na of  today  but  to  the  decaying  one  of 
Juan  Peron. 

Korea,  a  troubled  economy?  The 
numbers  hardly  bear  out  the  fear. 
Adjusted  for  inflation,  Korea's  gross 
national  product  will  probably  grow 
slightly  less  than  6%  this  year.  It  will  be 
one  of  the  world's  few  industrialized 
nations  to  see  that  kind  of  growth. 
Meanwhile,  the  official  unemploy- 
ment rate  is  close  to  2.5%.  Corporate 
profits  are  rebounding  as  export  sales 
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pick  up  and  interest  rates  ebb  to  1 3% 
from  a  high  of  19%  earlier  this  year. 

Inflation,  which  was  galloping 
almost  10%  the  last  two  years,  hai 
been  cut  in  half.  Wage  demands  art 
moderating,  and  for  the  first  tim< 
since  1987  productivity  gains  are  out 
pacing  wage  growth.  Korea's  curren 
account  deficit  shrank  to  less  than  ${ 
billion  at  the  end  of  September,  fron  " 
nearly  $8  billion  a  year  earlier. 

Korea's  stock  market,  trapped  ii 
the  doldrums  for  nearly  three  yean 
has  finally  started  to  recognize  th 
improvement  in  the  economy  an  I 
anticipate    a   strong   recovery.    Th 
composite  index  has  bounced  bacJ 
nearly  45%  from  its  4V2-year  low  <J 
459.07,  registered  a  little  more  thai 
three    months    ago.    (InterestingrJ 
shares  of  the  New  York  Stock  E: 
change -traded  Korea  Fund,  recent1 
13V2,  haven't  budged  much  this  ye; 
and  are  selling  at  less  than  one-third 
their  1989  record  highs.) 

Why,  in  the  face  of  such  heartenir. 
economic  indicators,  are  Korean  vo  ^^ 
ers  susceptible  to  Chung's  charg 
that  President  Roh  Tae-Woo  and  \ 
party  have  mismanaged  the  econom^un 


piiilioi 


-     ' 

-. 

.,    r. 
^                (             f 

/-, 

• 

Downtown  Seoul,  J 
as  seen  from 
its  historic 
South  Gate 
For  Koreans, 
6%  growth  is 
a  recession. 
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If  you're  like  most  people,  there's  Turbo  or  nitro-burning  engine?  How  about  your  own  golf 


usually  a  slight  discrepancy  between           course  ?  We'll  give  you  two.  And  for  the  full-contact  enthusiast, 
things  you  want  and  those here's  twelve 


can  actually  have.  So  you 
ler  end  up  sulking  like  a 
r-year-old, 
trying  to 
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hi  lify  a  jet-powered  mini-sub 
i  less-than-understanding 
ed  one.  m  Bag  that.  Now 
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GAME  BOY: 


yd 

zel 


1 


Ljfi 


e's  an  easy  way  to  give 
yourself  all  the 
cool  stuff  you 


e,  and  you  don't  have  to 
gazillionaire  to  do  it.  It's 


of  the  toughest 
teams  in  shoulder  pads.bln  fact, 
there  are  over  two  hundred  sports, 
action  and  puzzle  games  available 
for  Game  Boy. 
Something  to 
amuse  everyone.  And  the  first 
rtridge  is  on  us.  It's  Tetris*  the 
jigsaw  puzzle 
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So  what  are  you  waiting  for? 
Wish  fulfillment  is  no  longer  the  pro- 


ed  a  Game  Boy®,  the  personal  game  playing  system  vince  of  a  select  few.  If  you  can  dream  it,  chances  are  you  can 


do  it,  with  a  Game  Boy. 


HavcYou  Had  Your  llmTodav? 


Uduu 

COnoA  Nintendo.*  You  want  a  racing  car  to  drive?  No  sweat. 

"Oh  wow! 
Formula  1  car,  two  golf  courses 

nd  a  professional  football  team. 

?]  Just  what  I've  always  wanted." 


'.  1992  Nintendo    ■■*  TM  are  trademarks  of  Nintendo  of  America  Inc  SM  is  a  servicemark  of  Nintendo  of  America  Inc  'TMand  C  Elorq  Licensed  by  8  P  S  sublicensed  by  Nintendo    ;  19896  P  S /Nintendo  Original  concept,  design  and  program  by  Alexey  Pazhttnov 


Because  Koreans  are  used  to  growth 
rates  closer  to  10%.  Growth  under  7% 
is  their  idea  of  a  recession. 

President  Roh  isn't  allowed  to  run 
for  a  second  term  under  the  Korean 
constitution.  His  party's  candidate  is 
Kim  Young-Sam,  a  former  opposition 
party  leader  who  merged  his  party 
with  Roh's  in  1990. 

Kim  Young-Sam  is  advised  by  many 
of  the  bright  technocrats  who  built 
Korea's  economy.  He  says  he  would 
like  to  see  the  economy  grow  faster, 
but  agrees  that  inflation  must  slowly, 
if  painfully,  be  squeezed  from  Korea's 
economy.  He  promises  financial  mar- 
ket reforms  that  should  bring  down 
interest  rates  further. 

Another  candidate,  Kim  Dae- Jung, 
a  longtime  opposition  party  leader,  is 
running  a  close  second.  Kim  Dae- 
Jung  says  he  shares  the  belief  of  a 
stable,  low-inflation  economy. 

Solidly  in  third  place  is  industrialist 
Chung.  His  ideas  are  different.  In 
some  ways  a  Korean  populist,  Chung 
wants  to  cashier  the  economic  plan- 
ners and  loosen  the  screws  on  the 
money  supply.  This  would  represent  a 
return  to  the  formula  Korea  used  in 
the  heyday  of  the  1970s  and  1980s, 
when  Chung  and  other  entrepreneurs 
built  their  sprawling  conglomerates 
on  easy  access  to  government  loans, 
paid  back  in  inflated  won. 

Chairman  Chung's  ideas  are  espe- 
cially appealing  to  Korea's  overlever- 
aged  businessmen,  who  want  money 
to  roll  over  their  mountains  of  debt. 
Many  of  them,  particularly  small  busi- 
nessmen in  the  retailing  sector  or  in 
labor-intensive  industries,  have  been 
having  a  rough  go  of  it  because  wages 


have  more  than  doubled  since  1988, 
and  the  U.S.  recession  has  trimmed 
their  overseas  sales.  The  Ministry  of 
Trade  &  Industry  estimates  that 
about  7,000  small  and  medium-size 
companies  have  gone  into  receiver- 
ship this  year,  double  the  number  in 
the  first  nine  months  of  1991. 

What  is  truly  mystifying  to  some 
economists  in  Seoul  is  why  Roh's 
ruling  party  is  running  scared  of 
Chung  and  not  touting  its  economic 
record  as  much  as  it  might.  For  exam- 
ple, government  figures  show  two 
new  companies  are  formed  for  every 
one  that  fails,  and  employment  is  at  an 
alltime  high — facts  that  often  escape 
the  Korean  media. 

Already  Chung  is  influencing  eco- 
nomic policy  as  some  of  the  Demo- 
cratic Liberal  Party's  leaders — wor- 
ried by  the  billionaire's  challenge — 
are  agitating  for  faster  expansion  of 
the  money  supply. 

Perhaps  the  oddest  thing  about  the 
presidential  campaign  and  Korea's 
economy  is  that  few  people  are  ex- 
pressing much  concern  about  the  one 
area  where  the  Roh  government  has 
made  serious  mistakes.  The  govern- 
ment's active  anticonsumption  cam- 
paigns, waged  mainly  with  tight  mon- 
ey and  restrained  construction  per- 
mits, are  doing  more  to  slow  the 
Korean  economy  down  than  anything 
else.  Private  consumption  in  the  third 
quarter  grew  only  5.1%,  almost  half 
the  rate  in  1990  and  1991. 

That's  disturbing  because,  with  a 
global  economic  slowdown,  domestic 
consumption  had  been  soaking  up  a 
lot  of  the  excess  inventory  Korean 
manufacturers  would   have   shipped 


LEFT  TO  RIGHT: 

Candidates  three:  Hyundai's  Chung 
Ju-Yung,  Kim  Young-Sam  and  Kim  Dae-Jur 
Chung  made  the  economy 
an  issue. 


overseas.  For  instance,  Chung 
Hyundai  Motor  Co.  is  selling  70%  c 
its  production  in  Korea,  versus  40%  i 
1988.  New  car  sales  are  growing  13 
a  year,  down  from  the  60%-a-year  rat 
at  which  they  grew  in  1989. 

Why  have  Korea's  leaders  n 
strained  household  consumptior 
Because  they  are  uncomfortable  wit 
the  country's  rising  affluence.  Th 
average  urban  household  income  is  a 
impressive  $19,000  or  so  a  yea| 
American  politicians  would  trump 
such  a  number — especially  since  Ko 
ea's  personal  savings  rate  is  over  12 
and  growing,  despite  the  sharp  i 
crease  in  income.  But  in  Korea,  t 
demand  for  brand-name  goods,  co 
veniences  like  dryers  and  air  con 
tioners,  or  meals  in  fancy  restaurants 
widely  seen  as  unhealthy,  or  pote 
tially  so.  Officials  fear  the  savings  ra 
will  fall,  limiting  the  money  availab 
for  investment;  they  also  see  Kon 
losing  its  competitive  edge. 

Without  any  real  opposition,  t 
government  has  been  running  an 
import  campaigns  and  discouragi: 
foreign  travel.  In  1991  the  gover 
ment  ordered  all  bars  to  close  at  mi' 
night.  And  technocrats  have  clamfjj 
down  on  building  permits,  choki 
new  construction  and  sending  t 
heavy  equipment  makers  reeling. 

But  keep  in  mind  these  arc  syra 
toms  not  of  economic  decay  but 
powerful  underlying  growth.  T 
Democratic  Liberal  Party's  Ki 
Young-Sam  will  probably  win 
Dec.  18,  but  no  matter  who  occupy 
Korea's  presidential  Blue  House,  n ' 
good  bet  the  Korean  economic  mi 
acle  will  soon  start  to  shine  again 
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Why  Sit  Behind  A  Desk  When  You 
I     Could  Be  Driving  A  Pink  Jeep?" 


"Every  day's  an  adventure  when  you're 
driving  tourists  through  these  rugged  Red 
Rocks.  Fortunately,  the  Corporate  Card 
keeps  our  company  running  smoothly" 

Use  it  for  all  your  business  expenses, 
including  gas  and  auto  repairs.  Add  em- 
ployees to  your  account  and  we'll  provide 
records  of  their  charges,  too.  It'll  make 
tax  time  easier.  Call  1-800-SUCCESS. 

Keep  on  doing  what  you  do  best  and  let 
the  Corporate  Card  do  the  rest. 

To  Your  Success 


A  lot  of  American  companies  could  take  lessons  from 
Honda's  way  of  dealing  with  its  suppliers. 
Parker  Hannifin  is  learning— and  willingly. 

A  process  that 
never  ends 


By  Christopher  Palmeri 

Ignacio  Lopez  de  Arriotua  has  be- 
come the  talk  of  America's  auto  parts 
suppliers  since  he  took  over  as  Gener- 
al Motors'  purchasing  chief  last  May. 
Lopez,  previously  head  of  gm's  pur- 
chasing in  Europe,  has  been  pushing 
what  is  generically  called  a  supplier 
development  program.  Under  it,  GM 
engineers  spend  a  week  in  a  supplier's 
plant  with  the  aim  of  saving  GM  mon- 
ey by  making  the  suppliers  more  effi- 


cient. A  lot  of  people  think  that  GM 
has  been  going  about  this  in  a  heavy- 
handed  way. 

GM,  trying  earnestly  to  mend  its  old 
arrogant  ways,  would  do  well  to  study 
Honda  Motor's  similar  program.  The 
Japanese  automaker  has,  for  example, 
had  a  team  of  its  engineers  working 
for  the  past  year  with  Cleveland -based 
Parker  Hannifin  Corp.  This  $2.4  bil- 
lion (fiscal  1992  sales)  manufacturer 


Parker  Hannifin  Chairman  Patrick  Parker, 

holding  air-conditioner  parts  built  for  Honda 

Honda's  program  may  even  help  him  win  business  from  Mercedes  and  GM  in  Europe. 


traftfc 


supplies  hydraulic  valves  and  hoses,  a 
well  as  seals,  filters  and  pumps,  for  jus 
about  every  imaginable  industrial  ap 
plication,  including  Honda's  cars 

Honda's  engineers  worked  over  si 
Parker  plants,  coming  up  with  effi 
ciencies  worth  $1.6  million  a  year 
lot  of  what  they  came  up  with  seem 
pretty  basic. 

In  Eastlake,  Ohio,  outside  Clev 
land,  a  Parker  plant  makes  aluminu 
cylinders  used  in  such  applications 
oxygen  tanks  for  mine  rescue  worker 
air  tanks  for  scuba  diving  and  powei 
ing  paint  guns,  and  fire  extinguisher: 
Three  Honda  engineers  worked  fc 
three  months  with  Parker  engineei 
and  hourly  workers.  The  main  chang 
was  reorganizing  the  production  lin 
to  reduce  the  number  of  times  eac 
part  is  handled  and  the  amount  c 
work- in -progress. 

The  new  layout  cut  the  time  it  too' 
a  cylinder  to  travel  through  the  lin; 
from  19  days  (that's  right,  days) 
under  5  minutes.  For  most  of  tho 
19  days,  the  partly  machined  cylindei 
were  stacked  in  bins  waiting  to  b 
worked  on.  The  savings  from  reduce 
work-in-progress   alone   is   $60,00 
per  year.  The  reorganized  productio 
process  also  helped  cut  scrap  from  5 
to  under  2%. 

In  Lyons,  in  upstate  New  York, 
Parker  plant  makes  parts  for  air  cond 
doners.  The  formula  was  much  tr 
same:  rearrange  the  production  lin 
to  make  it  more  efficient,  cutting  tr 
time  it  takes  a  part  to  travel  throug 
the  process  from  a  half  hour  to  h\ 
minutes.  Output  per  man-hour  is  till 
30%,  scrap  is  down  by  40%,  whi 
preventive  maintenance  has  reduce 
plant  downtime.  Cost  saving 
$100,000  a  year. 

One  of  the  most  striking  thingl 
about  the  two  examples  cited  abov 
and  a  good  reason  for  picking  them, 
that  neither  involves  parts  supplied  i 
Honda.  In  fact,  the  Lyons  plant  mai 
ager  hopes  that  the  Honda  indua 
improvement  in  its  competitivenc 
might  help  the  plant  win  contra* 
from  Mercedes-Benz  and  Genci 
Motors'  Opel  division  in  Europ 
where  automotive  air-conditioning 
a  growth  market. 

"We  want  our  suppliers  to  be  befl 
companies  because,  ultimately,  th 
makes  us  a  better  company,"  explai 
Richard  Mayo,  the  Honda  purchasii 
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Erling  Kagge  pulling  his  equipment  sled  across  an  ice  ridge,  photographed  by  expedition  member  Borge  Ousland. 


It  sounds  simple  enough:  be 
the  first  to  get  to  the  North  Pole 
under  your  own  power. 

Consider  what  that  entails: 
no  dogs  to  pull  the  sleds,  no  air- 
craft to  drop  provisions,  and  no 
mechanized  transport. 


Randby,  Kagge,  and  Ousland. 


his  sled.  Everything  they 

took  was  subjected  to  the 

same  scrutiny;  if  it  wasn't 

essential,  it  wasn't  included. 

Among  the 

indispensable  items 


,,..__ r ......  were  their  Rolex 

Nevertheless,  three      ft  Seemed  lmpOSSlblC*  timepieces 

-  *      II-  T3     j_  1        J   ±      j.        M  "Compasses  are 

.BUt  We  had  10  try.     unreliable  in  the  Arctic, 

Erling  Kagge 
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Norwegians,  Erling 

Kagge,  Borge  Ousland, 

and  Geir  Randby  set  out  from 

Canada  to  achieve  the  impossible. 

"The  Arctic  is  a  sea  surrounded  by 
continents,"  explains  Kagge.  Accordingly, 
their  attempt  to  reach  the  North  Pole  had 

to  be  made  when  the 

sea  was  frozen. 

Many  of  the  ice 

floes  the  team 

traversed  were 

drifting 

south  at  up 

to  11  miles 

a  day.  "So, 

while 


w! 


:r 


K 
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peditwn  route  to  the  North  Pole. 


trekking  north,  we  were 
also  sailing  south." 

Traveling  on 
skis,  each  man 
pulled  265  pounds 
of  equipment  on 


so  our  watches  had  to  be 

absolutely  dependable.  Each  day  at  noon 

we  checked  our  bearings  with  a  ski  pole. 

Where  the  shadow  fell  was  due 

north,"  Kagge  says.  This  was 

simple  navigation,  but  effective. 

They  traveled  478  miles  in 

temperatures  as  low  as  -65°  F. 

Although  Randby  was  injured  and 

had  to  be  evacuated,  Kagge  and 

Ousland  reached  the  North  Pole 

58  days  after  starting  this 

grueling  expedition. 

What  to  many  seemed  an 
impossible  adventure  was  achieved 
by  these  polar  explorers.  They  relied 
fc        on  their  strength  and 

endurance  to  see  them  ^uf 

through.  And,  on  their  ™ 

Rolex  Explorer  II  ROLEX 

timepieces. 


Rolex  Oyster  Perpetual  Explorer  II  Chronometer  in  stainless  steel  with  matching  Oyster  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  699.  Rolex  Building,  665  Fifth  Avenue,  New  York,  N.  Y.  10022-5383. 

Rolex.W.  Oyster  Perpetual,  Explorer  II  and  Oyster  are  trademarks. 


For  200  years  it's  bee 


Disasters  have  always  been  a  fact  of  the  insurance  business. 


Shipwreck,  Caribbean  1798 


have  been 


dealing  with  that  fart  by  relying  on  the  CIGNA  Property  &;  • 


Fire,  Chicago  1871 


Hm 


claims  and  keep  their  promises,  through  some 


of  the  world's  worst  fc 


Quake  and  Fire,  San  Francisco  1906 


the  burst  pipe,  the  damaged  roof.  We've  handled  more  of  those  than  we 


Tornado,  Nebraska  1947 


with  the  same  integrity  that  we've  brought  to 


f&f 


Volcano,  Washtngton  1980 


the  ones  that  make  the  he 


will  strike, 


b 


no 

Hurricane  Hugo,  1989 


or  how  big  or  small  it  will  be.  There's  one  thing  that  we 


I  disaster  after  another 


ly're  a  fact  of  life.  For  the  past  200  years, 


» 


thousands  of  businesses 


Dock  Fire,  New  York  1835 


JLA  whose  financial  resources  and  expertise  have  allowed  them  to  pay  their 


Flood,  Johnstown  1889 


m  the  smallest  disasters  seem  big  to  the 


companies  they  affect  The  fire, 


Hurricane,  New  England  1938 


wel 


could  ever  illustrate  in  a  thousand  advertisements.  And  always 


e!i4  unfortunately,  will  always 
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Earthquake,  Los  Ange 

les  1971 

be  with  us.  We  don't  know  where  the  next  one 


Tornado,  Iowa  1987 


do  know  though.  We'll  be  there.    \\fe  get  paid  for  results. 


CIGNA 


Property  e<  Casualty  Insurance 
Dept.  RIO,  Phila.,  PA  19192 
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ONLY 
MANAGEMENT  RECRUITERS 
"  DELIVERS  THIS 


Nationwide  coverage  -  600  offices... 

•  2,000  search  specialists...  we  know  your  industry 
•  World's  largest  and  most  comprehensive  candidate  data  base 
Over  25,000  successfully  completed  search  assignments  during  1991  alone 

Personalized  candidate  relocation  services... 

•  City  to  city  cost  of  living  comparisons 
Free  financial  and  tax  advice  (rollovers  of  pension,  401(k),  profit  sharing) 

•  National  interstate  moving  services  at  over  50%  cost  reduction 

•  Free  guided  tours  and  real  estate  orientation  in  new  city 

•  National  discount  mortgage  program  for  your  new  employees 

Look  in  the  white  pages  for  the  Management  Recruiters 
office  nearest  you. 


EH 


MANAGEMENT 
RECRUITERS* 

The  search  and  recruiting  specialists© 
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"I've  brought  along  Dr.  Pitohui.  He  always 
has  a  more  optimistic  second  opinion!" 

HERE'S  OUR  ADVICE.  For  better,  long-term  financial  health, 
common  stocks  may  well  be  the  answer. 

For  long-term  growth  the  Berger  100  Fund  offers  an  ideal  vehicle 
to'  dollar  cost  average  into  what  we  think  are  the  best  of  the  current, 
faster  growing  companies. 

The  Berger  101  Fund  tends  to  own  larger  companies  which  have 
reached  the  dividend-paying  stage  and  is  quite  diversified  internationally. 

Please  call  for  a  prospectus  and  study  it  carefully  before  investing. 

Berger  Associates,  Inc.  •  (800)  333-1001 


Parker  Hannifin 

executive  in  charge  of  the  suppliei 
development  program.  That's  a  ven, 
Japanese  sentiment,  but  it's  also  com 
mon  sense. 

Note  that  Honda  even  worked  01 
projects  outside  the  automotive  area 
Honda  also  trained  nearly  70  Parke 
people,  so  that  they  can  go  into  th 
company's  other  153  plants  and  reor 
ganize  them  without  Honda's  help 
"The  key  thing  here  is  to  see  th 
philosophy  changing  throughout  th« 
entire  company,"  says  Mayo. 

Isn't  this  a  bit  embarrassing,  thi 
taking  lessons  from  a  company  thai 
didn't  even  exist  when  Parker  Hanni! 
fin  was  already  a  well-known  name; 
And  from  a  foreign  company,  to  boo 
We  put  this  question  to  Chairma 
Patrick  Parker.  He's  the  63-year-ol 


The  new  layout  cut  the 
time  it  took  a  cylinder 
to  travel  through  the 
line  from  19  days  to 
under  5  minutes. 


son  of  engineer  Arthur  L.  Parker,  wh 
founded  Parker  Hannifin  75  yea 
ago.  Not  really,  indicated  this  M.B./ 
from  Harvard.  "We  are  learning 
Parker  says.  "That's  a  process  th 
never  ends." 

One  thing  that  Parker  didn't  nee 
the  Japanese  to  tell  him  was  that  a  bi 
diverse  company  like  his  works  be 
when  it  is  highly  decentralized.  Park 
is  broken  down  into  nearly  80  autoi 
omous  divisions,  and  although  tt 
company  has  159  plants  worldwid 
most  divisions  operate  only  a  re- 
plants each.  Small  plants  keep  tr 
company  nonunion  and  allow  mana 
ers  to  stay  close  to  their  customer 
says  Parker.  "Whenever  we  get  moi 
than  200  people  in  a  plant,  we  like 
move  50  miles  down  the  road 
start  another,"  he  says. 

All  this  helps  explain  why  Park 
Hannifin  is  still  in  the  black  despi 
the  sharp  slump  in  its  European  ai 
aerospace  markets.  Sales  are  dov 
slightly  from  their  1990  peak,  ai 
although  profits  arc  barely  more  th 
half  what  I  hey  were  in  fiscal  1990, 
$63  million  they  still  represent  a  re 
sonably  healthy  3%  of  sales.  It  pays 
listen  and  learn.  It  pays  to  be  rccepti 
to  OUtside  ideas.  I 
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The  next  time  your  copier  breaks, 
order  this  part  immediately 

It  comes  with  something  no  other  copier  company  can  deliver.  Lanier's 
special  brand  of  service.  If  you  have  a  problem,  we'll  do  whatever  it  takes 
■      to  help  you  get  the  job  done.  In  one  instance,  this  meant 


opening  our  Asheville,  N.C. ,  office  on  a  Saturday  and  helping 
a  customer  copy  10,000  labels  so  he  could  meet  a  shipping  dead- 
line. That's  our  brand  of  service,  called  Customer  Vision.  It's  delivered  by 
representatives  in  over  1,600  locations  worldwide.  And  thats  what  makes  the 
name  Lanier  the  most  important  part  of  any  copier  lb  order,  call  1-800-852-2679. 


THIS    COPIER    PART 


LANIER 


NEVER  BREAKS   DOWN. 


J2  HARRIS 


Imaging  Systems  Division 


IT'S  NOT  OFTEN  A  ('  il 


)  1992  Lexus,  A  Division  Of  loyolo  Motor  Soles,  U.S.A.,  Inc  Lexus  reminds  you  to  wear  seol  bells  and  obey  oil  speed  lows  for  more  information  roll  BOO  87?  S398  (800  USA  LfXUS)  for  the  htonni 


is  The  1993  Lexus  LS400:  The  Pursuit  Continues.  Cf    '~* 

V ^  The  Me. 


kntless  Pursuit  Of  Perfection. 


Mew  audible  remote 

entrj  with  adjustable 

volume  control. 


i  DRIVE  AN  ENGINEER. 


MS  side  Supplemental  Restraint  System  (SRS)  will  indole  only  in  o  severe  frontol  impact.  In  a  moderate  collision,  the  three-point  seot  belt  provides  primary  protection;  the  oirbog  will  not  inflote. 


Tire  noise  has  been 

altered  to  a  pitch  less 

noticeable  to  the 

human  ear. 


Worried  that  the  supply-side  revolution  of  the  1980s 
has  been  overrun  by  a  resurgence  of  Keynesian 
economics?  Don't  be,  counsels  one  of  Margaret 
Thatcher's  key  former  economic  advisers. 


"Looking 
for  nanny" 


A  chat  with  Nigel  Lawson  by  Richard  C.  Morais 


IT'S  LIKE  Nightmare  on  Elm  Street. 
Just  when  we  thought  it  was  once 
again  safe  to  let  our  kids  out  on  the 
streets,  John  Maynard  Keynes  rises 
from  the  dead  and  starts  manipulating 
and  fine-tuning  the  economy  all  over 
again.  Bill  Clinton's  passionate  belief 
in  activist  government  has  landed  him 


the  White  House.  Across  the  Atlantic, 
Britain's  Chancellor  of  the  Exche- 
quer, a  loyal  Conservative  named 
Norman  Lamont,  has  just  announced 
that  he  will  stimulate  Britain's  con- 
struction industry  with  textbook 
Keynesian  intervention. 

Has  the  Ronald  Reagan-Margaret 


Chancellor  Nigel  Lawson  and  wife,  Therese,  on  budget  day 
"High  taxation  is  gone  for  good." 


Thatcher    revolution    already    bee 
subverted  by  the  post- Keynesian  rea^ 
tionaries?  One  thoughtful  leader 
the    revolution    doesn't    think    s<\ 
"What  we  are  seeing  is  a  tempora 
relapse  which  tends  to  happen  in  j 
recession  when  people  are  worrie 
and  looking  for  nanny  to  hold  theJ 
by  the  hand,"  says  the  Rt.  Hon.  Lon 
Lawson  of  Blaby,  Margaret  Thatq 
er's  controversial  Chancellor  of 
Exchequer  from  1983  to  1989.  "Yc 
get  these  times.  As  happened  to 
greater  extent  during  the  1930s,  yc 
do  get  a  reversion  to  the  idea 
interventionism  and  big  governmer 
I'm  not  so  pessimistic  to  believe  thl 
all  the  gains  made  in  the  1980s  undj 
the   Reagan  Administration  in 
U.S.,  and  the  Thatcher  governme^ 
in  the  U.K.,  will  be  undone." 

Lawson,  now  60,  is  wheeling  ar 
dealing  in  the  City  these  days.  He's 
board  director  of  Barclays  Bank  Pll 
and  chairman  of  the  Central  Euros 
Trust  Co.  Ltd.,  an  adviser  to  fir 
wishing  to  plunge  into  Eastern  EJ 
rope.  With  his  memoirs  just  pul 
fished,  he's  also  once  again  in  the  e\ 
of  a  public  storm  (see  box,  p.  64). 

By  the  time  he  was  forced  to  resigl 
in  1989,  Lawson  had  helped  Thatcl 
er  cut  taxes,  privatize  state-owntf 
industries  and  shrink  the  size  of  go| 
ernment.  But  Lawson's  many  accor 
plishments  as  chancellor  were  at  rf 
end  marred  by  some  gross  misjudj 
ments  on  monetary  policy  that 
lowed  inflation  once  again  to  rava^ 
the  British  economy. 

Arrogant  and  flawed  as  he  is,  La\| 
son  will  go  down  in  the  econor 
history  books  as  one  of  Britain's  be 
tcr  20th-century  chancellors. 

Lawson  scoffs  at  the  now  trend 
belief  that  higher  taxes  and  heal 
government  spending  on  "infrastn| 
ture"  will  usher  in  a  new  era  of  pre 
perity.  "I  think  the  idea  of  high  ta 
ation  being  acceptable  is  gone  f| 
good,"  says  Lawson  in  his  wool 
paneled     office     in     Knightsbridj 
"Clinton  was  extremely  careful  <i 
that  front  during  the  campaign.  1 
bor  in  this  country  lost  the  [Apf 
1992]  election  in  part  because  thl 
were  seen  as  the  high-tax  party.  1V[ 
pie  just  don't  want  that. 

"It  may  be  that  in  the  U.S.  tlul 
will  be  a  greater  role  for  the  stat< 
in  health  care,"  he  continues.  " 
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Nigel  Lawson 

that  may  be  a  permanent  change.  But 
overall,  the  presumption  will  be  you 
leave  things  to  the  free  market  to 
operate.  It  used  to  be  you  had  to  have 
a  good  reason  for  the  government  not 
intervening." 

Lawson  believes  that  politicians 
have  learned,  often  painfully,  that 
there  are  limits  to  how  much  money 
governments  can  borrow — and  glob- 
al capital  markets  that  ruthlessly  en- 
force the  limits. 

"There  is  a  very  good  reason  for 
that  change,"  says  Lawson.  "During 
the  1970s  real  interest  rates,  because 
of  the  level  of  inflation,  were  negligi- 
ble and  for  a  long  time  negative.  In 
those  circumstances  it  was  quite  clev- 
er to  be  borrowing.  And  even  though 
real  interest  rates  in  the  U.S.  are  very 
low  indeed,  we  are  basically  back  to  an 
era  of  positive  real  interest  rates.  I 
don't  see  that  going.  That  means 
governments  are  bound  to  get  into 
considerable  trouble  if  they  borrow 
excessively." 

Forbes  asked  Lawson:  Assuming 
Bill  Clinton  and  his  chosen  advisers 
want  to  expand  goverment,  is  there 
much  they  can  actually  do?  Not 
much,  says  Lawson.  "Any  govern- 


ment that  thinks  it  can  inflate  its  way 
out  of  whatever  problems  it  has,  will 
rapidly  lose  support." 

Clinton's  room  to  maneuver  is  also 
limited  by  the  U.S.  deficit.  "I  don't 
think  the  deficit  has  to  be  reduced  in 
short  order,"  he  says,  calmly  stirring 
coffee  in  white-and-silver  bone  china. 
"But  it  clearly  needs  to  be  set  on  a 
medium-term  path.  With  a  Demo- 
cratic Congress  and  presidency  it 
ought  to  be  easier  to  get  an  agree- 
ment. There  is  now  no  excuse  for 
failure  to  make  progress.  A  failure  [to 
reduce  the  deficit]  will  have  very  bad 
repercussions." 

How  should  the  deficit  be  closed? 
"The  one  way  it  should  clearly  not  be 
done  is  by  introducing  high  marginal 
tax  rates,"  Lawson  responds.  "To  get 
an  agreement  for  economies  in  public 
spending,  there  may  have  to  be  some- 
thing on  the  tax  side.  But  if  it  is  an 
increased  tax  on  gasoline,  that  will  not 
create  great  damage." 

An  open  admirer  of  Ronald  Rea- 
gan, Lawson  nonetheless  faults  him 
for  not  doing  more  to  keep  Washing- 
ton's revenues  and  expenditures  in 
better  balance.  "The  weakness  was 
the  deficit.  It  wasn't  necessary.  I  think 


Resigning  in  1989 

over  exchange  rate 

policy 

No  way  to  buck 
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the  facts  show  the  Thatcher  govei  ugm 
ment  did  maintain  a  tighter  contro  t  ^ 
public  spending.  This  was  not  jus  v 
matter  of  military  expenditures.  1  M( 
U.K.  spends  a  pretty  high  proporti  w® 
of  gdp  on  military." 

Lawson's  memoirs  contain  so 
barbs  against  two  former  secretai 
of  the  U.S.  Treasury:  Donald  Re£ 
and  James  Baker,  the  latter  especia 
Although  Don  Regan  was  difficult    cpcil 
deal  with  in  public — forever  strik.    ^ 
macho    attitudes — Lawson    portr 
him  as  far  more  in  tune  with 
political  and  economic  philosopl 
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Reagan  and  Thatcher  than  the 
ore  sophisticated  James  Baker  was. 
Pgan,  says  Lawson,  was  a  genuine 
ply-sider;  Baker  was  "wet,"  a  neo- 
:ynesian   interventionist.    Lawson: 
vly   only   profound   disagreement 
is    th  Don  Regan,  and  where  I  felt 
rai   uch  more  at  home  with  Jim  Baker, 
is  over  the  foreign  exchange  mar- 
ts. The  enormous  rise  in  the  dollar 
the  peak  in  1985,  quite  unwarrant- 
!  by  any  fundamentals,  damaged  the 
!S.  and  world  economies." 
Still  sore  from  the  damage  done  to 
iitish  industry  by  the   overstrong 


"petro  pound"  in  the  early  1980s, 
Lawson  argued  strenuously  with  Rea- 
gan's advisers  to  intervene  in  the  cur- 
rency market  to  bring  the  dollar  back 
down.  But  his  entreaties  for  action  fell 
on  deaf  ears. 

"Don  Regan's  view  was  that  the 
market  must  be  right  and  that  it  is 
sinful  even  to  suggest  the  market 
doesn't  know  best.  That  was  where  I 
parted  company  with  Don  Regan  and 
felt  much  more  comfortable  with  Jim 
Baker." 

Did  the  strong  dollar  of  the  early 
1980s  really  do  that  much  damage? 
"It  damaged  the  U.S.  in  that  it  al- 
lowed the  Japanese  companies  a  real 
foothold  in  the  American  market," 
says  Lawson.  "It  was  very  difficult  for 
businessmen  to  operate  in  that  sort  of 
a  climate.  Competent  businessmen 
can  cope  with  the  ordinary  fluctua- 
tions of  exchange  rates  without  any 
difficulty.  But  a  huge  overshoot  last- 
ing for  years?  That  is  very,  very  diffi- 
cult to  manage.  Their  energies,  in 
practice,  become  concentrated  far 
more  on  getting  the  foreign  exchange 
right  than  actually  running  their 
businesses." 

It  was,  in  fact,  over  the  question  of 


how  to  handle  sterling  in  the  foreign 
exchange  markets  that  Lawson  fell 
out  with  Margaret  Thatcher.  Lawson 
was  convinced  that  to  achieve  the 
exchange  rate  stability  that  nurtures 
healthy  businesses,  Britain  had  to  tie 
sterling  to  the  deutsche  mark  and  the 
mark's  other  European  satellite  cur- 
rencies by  putting  the  pound  into  the 
Exchange  Rate  Mechanism. 

Lawson  makes  no  apologies  for 
bending  his  laissez-faire  beliefs  to 
practical  concerns  when  it  comes  to  a 
nation's  exchange  rate  policies.  "You 
have  to  look  at  the  exchange  rate  in 
quite  a  different  light  than  everything 
else,"  he  maintains.  "It  is  historically 
very  striking  that  in  the  heyday  of  free 
markets  and  laissez-faire  economics, 
we  had  the  gold  standard.  We  had 
pegged  exchange  rates.  With  time  I 
came  to  conclude  we  had  to  go  back 
to  that  classic  formula.  We  couldn't 
recreate  the  gold  standard,  therefore 
we  had  to  find  the  best  framework  we 
could  operate." 

For  Nigel  Lawson  that  framework 
was  the  ERM.  A  flexible  system  with 
provisions  for  realignment  is,  in  his 
eyes,  the  best  way  to  counter  the 
market's    destructive    tendency    to 
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For  the  fifth  consecutive  year, 
Singapore  Airlines  has  been  ranked  as 
the  best  airline  in  the  world  in  the  Conde 
Nast  Traveler  Readers'  Choice  poll.  And 
for  the  fourth  year  in  a  row,  we've  also 
been  named  the  world's  best  airline 
by  the  readers  of  Business  Traveler 
International.  Fly  with  us  across  five 
continents  on  the  world's  youngest, 
most  modern  fleet.  At  Singapore 
Airlines,  we  care  for  you  with  a  stan- 
dard of  inflight  service  that  everyone 
is  talking  about.     A  great  way  to  fly 
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Radical 
confessions 

The  publishing  event 
of  the  season  in  London  is 
Nigel  Lawson's  The  View 
From  No.  11:  Memoirs  of  a 
Tory  Radical  (Bantam 
Press  U.K.,  £20;  available 
in  August  in  the  U.S. 
from  Doubleday).  The  roar 
is  seismic:  "egotistical 
counterpart  to  Finne^ans 
Wake"  (Sunday  Times); 
"quite  simply  a  great 
achievement"  (Financial 
Times);  "these  memoirs  re- 
flect a  Chancellor  of  great 
gifts  but  fatal  conceits" 
(Times). 

At  1,119  pages  the 
memoirs  are,  like  Lawson 
himself,  a  tad  overweight. 
The  very  thing  that  made 
him  a  superior  chancel- 
lor— his  grasp  of  minuti- 
ae— makes  him  at  times  a 
tedious  author.  He  can  be 
mean,  inflating  his  own 
role  at  the  expense  of  his 
former  colleagues. 

But  the  book  is  strewn 
with  gems,  too.  Lawson's 
lucid  and  detailed  treat- 
ment of  the  foreign  ex- 


change markets,  world 
monetary  reform,  the  1987 
stock  market  crash,  the 
IMF  and  World  Bank,  and 
various  U.S.  figures — 
from  Ronald  Reagan  to 
Nicholas  Brady — make 
for  some  spectacular  read- 
ing. According  to  Law- 
son,  Baker's  "behavior  was 
verging  on  the  irrespon- 
sible" at  times;  Brady  "had 
neither  the  desire  nor  the 
capacity  to  exercise  interna- 
tional leadership." 

Lawson  is  brutal  in  his 
treatment  of  Margaret 
Thatcher.  Most  Ameri- 
cans are  still  baffled  over 
how  the  Tory  party  back- 
stabbed  one  of  its  best-ever 
prime  ministers.  Accord- 
ing to  Lawson,  Thatcher 
constandy  humiliated 
cabinet  officials — himself 
included.  She  treated  her 
long- serving  foreign  secre- 
tary, Geoffrey  Howe,  as 
"something  halfway  be- 
tween a  punchbag  and  a 
doormat."  Her  increasing 
isolation  produced  the 
poll  tax,  a  fatal  mistake  that 
turned  the  Tory  party 
against  her.  When  she  really 


Lawson's 
memoirs 
Brutal  to 
Thatcher. 


needed  powerful  friends, 
she  surrounded  herself  with 
weak  sycophants. 

And  what  of  the  fabled 
relationship  between  Rea- 
gan and  Thatcher?  Writes 
Lawson:  "Margaret  had  no 
great  respect  for  [Rea- 
gan's] intellect,  and  his 
hands-off  policy  to  gov- 
ernment could  not  have 
been  more  different  from 
hers,  but  she  both  respect- 
ed and  envied  his  power. 
Margaret  was  mesmerized 
by  power,  and  she  recog- 


nized in  the  American  Prcj 
ident  a  man  whose  writ 
far  exceeded  her  own.  It 
may  have  been  this  awe  c 
power  that  subsequently 
led  her  to  become  besot  > 
ted  with  Gorbachev." 
Whatever  its  short- 
comings, View  from  No. 
will  with  time  be  remem 
bered  as  one  of  the  semii  I 
works  documenting  the  I 
remarkable  Reagan - 
Thatcher  years. 

-R.C.M.  IK 
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overshoot.  But  in  the  late  1980s,  his 
boss  publicly  undermined  him  with 
her  now  famous  statement:  "There  is 
no  way  one  can  buck  the  market."  In 
October  1989  Lawson  was  obliged  to 
resign. 

In  retrospect,  Margaret  Thatcher 
was  right — witness  the  over  $1  billion 
that  was  lost  by  British  taxpayers  and 
won  by  George  Soros  and  other  spec- 
ulators as  the  Bank  of  England  tried  in 
vain  to  defend  the  pound  last  August 
and  September  (Forbes,  Oct.  26  and 
Nov.  9).  On  Sept.  16  Prime  Minister 
John  Major  pulled  sterling  from 
theERM. 

Lawson  regrets  that  the  prime  min- 
ister and  Chancellor  Norman  Lamont 
pulled  the  pound  from  the  erm,  be- 
lieving instead  in  realignments  within 
the  erm  grid  when  economic  pres- 
sures makf  it  necessary.  Lawson 
blames  EC  President  Jacques  Deiors 


and  other  centralists  at  least  in  part  for 
the  blowout. 

Lawson:  "One  of  the  current  diffi- 
culties is  a  fundamental  fallacy  of  the 
Deiors  Report — the  idea  that  you  can 
have  a  smooth  glide  path,  from  how 
the  erm  was  originally  devised  by 
Helmut  Schmidt  and  Valery  Giscard 
d'Estaing,  to  a  single  currency.  The 
idea  was  to  'progressively  harden'  the 
erm.  This  meant  no  realignments, 
narrowing  the  margins  until  one  day 
they  disappear,  until  one  day  you 
wake  up  and  you  have  a  single  curren- 
cy. That's  nonsense.  An  exchange  rate 
system  and  a  single  currency  are  com- 
pletely different  animals.  All  you  do 
by  progressively  hardening  the  ERM  is 
take  away  its  flexibility.  It's  like  con- 
structing a  bridge  that  won't  bend  at 
all.  It  will  break."  Which  is  what 
sterling  and  the  lira  finally  did  this 
September. 


Lawson  says  he  thinks  the  pou 
will  eventually  rejoin  the  erm, 
though  not  in  the  immediate  futu; 
But  he  repeats  that  he  is  certain  til 
the  turn,  under  Margaret  Thatcl 
and  Ronald  Reagan,  away  from 
government's  constant  intrusion 
the  marketplace  is  irrevocable. 

"The  idea  of  the  free  markets 
remain  the  predominant  philosophy 
as  will  the  idea  that  high  taxes  are 
for  the  economy,"  Lawson  predit 
"Those  two  basic  beliefs,  which 
very  important  characteristics  of 
market  economics,  will  fundament 
stay   the   same.    [The   resurgence 
Keynesian   doctrine]    that   yon   hi 
now  is  simply  a  response  to  the  re< 
sion.  I  think  it  will  fade  away  once 
recovery  is  in  place."  To  judge 
the  U.S.'  third  quarter  growth     3 
on  an  annualized  basis — it  may  aire 
be  fading  away. 
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New  Guinea  Mineral  Trend 


Sometimes  the  best  way  to  set  a  trend 
is  to  follow  one. 

Our  new,  exclusive  contract  of  work 
in  Indonesia  increases  our  area  of  opera- 
tions to  6.5  million  acres.  And  it  sits 
squarely  on-line  with  the  New  Guinea 
Mineral  Trend  —  a  trend  that  has 
already  yielded  massive  finds  and  provid- 
ed Freeport-McMoRan  with  the  largest 
single  gold  reserve  and  one  of  the  largest 
copper  reserves  of  any  mine  in  the  world. 

What's  more,  we  will  optimize  mill 
throughput  from  57,000  to  66,000  met- 
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ric  tons  of  ore  per  day  during  the  second 
half  of  1993-  With  plans  to  reach 
90,000  metric  tons  per  day  by  mid-1996. 


Yet  even  at  this  increased  rate,  our 
reserves  will  last  more  than  23  years. 

Through  our  exploration  successes 
and  timely  increases  in  production 
capacity,  we  are  providing  substantial 
rewards  for  our  shareholder?  We  invite 
you  to  learn  more  about  Freeport- 
McMoRan  and  how  we  are  managing 
our  success. 

Freeport- 
McMoRan 

A  Natural  Leader 


For  a  copy  of  our  Annual  Report,  call  1-800-285-7695  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  F-4,  P.O.  Box  6l  1 19,  New  Orleans,  LA  70161, 


"Without  hesitation  I'd  say  we're  the  most  dynamic 
supplier  in  the  North  American  salt  market.  Which  is 
quite  remarkable,  since  we're  also  one  of  the  largest. 
In  fact,  together  with  our  parent  company  we're  the 


leading  salt  producer  on  the  planet.  Akzo  heac- 
supports  us  with  the  most  advanced  technoloj  1 
helps.  But  even  more  essential  for  our  suco  5 
cure  Akzo  found  against  big  company  lethargy^ 
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Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  < 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  w 
Akzo  America  Inc.,  Corp.  Comm.  Dept./S3,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


,liei  mework  which  allows  us  room  to  move.  I  have 
„,oit  dom  to  run  this«multi-million  dollar  business  as 
5iKi  e  my  own.  And  I  pass  that  freedom  on.  That 
- rftso  much  easier  to  create  the  right  chemistry." 


In  its  generosity  Congress  has  just  ordered 
a  bunch  of  companies  to  help  pay  for  a 
costly  deal  they  had  no  part  in  perpetuating. 

Changing  the 
rules  after  the 
game's  over 


By  Roula  Khalaf 


Want  a  lesson  in  bailout  excess? 
Consider  the  plight  of  Barnes  & 
Tucker  Co.,  a  tiny  $1 .2  million  (reve- 
nues) company  in  Pennsylvania.  The 
company  stopped  mining  coal  in 
1986  and  leased  its  coal  lands  to 
another  company.  It  earned  a  mere 
$200,000  last  year  and  has  only  16 
employees.  Yet  next  year  Barnes  & 
Tucker  will  have  to  start  picking  up 
the  health  care  benefits  of  an  estimat- 
ed 1,300  mineworkers  it  once  em- 
ployed and  their  families.  Total  annu- 
al price  tag:  about  $3  million.  Likely 
result:   "We'll  go  bankrupt,"  flatly 
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predicts  Treasurer  Richard  Weinzierl. 

Barnes  &  Tucker  isn't  alone.  Al- 
ready bankrupt  LTV  Corp.,  which  also 
got  out  of  the  coal  business  in  1986,  is 
suddenly  faced  with  an  estimated  $15 
million  yearly  liability  never  factored 
into  its  reorganization  plan,  which 
was  supposed  to  have  been  filed  last 
month  but  now  will  be  delayed  well 
into  1993.  Stamford,  Conn. -based 
Pittston  Co.,  the  nation's  largest  ex- 
porter of  coal,  is  now  saddled  with  an 
estimated  extra  $10  million  a  year  in 
unexpected  health  care  costs. 

How  could  this  be?  It's  the  result  of 


special  interest  groups'  pressun 
Congress  to  hold  to  a  Truman  Ac 
ministration  promise  to  make  coJ 
companies  guarantee  cradle-to-graV* 
health  benefits  for  mineworkers.  Thd 
promise  followed  the  1946  natior 
wide  strike,  when  the  governmei 
briefly  seized  the  country's  mines. 

Never  mind  that  many  of  the  con 
panies  now  being  asked  to  pick  u 
these  costs  haven't  mined  coal  i 
years.  Or  that  they're  being  asked  t 
pay  part  of  the  tab  for  retirees  who 
employers  no  longer  exist. 

For  context,  go  back  to  195 
when  the  coal  industry  formed  tl 
Bituminous  Coal  Operators'  Associ 
tion  to  negotiate  multi-employ 
agreements  with  the  mineworkei 
That's  when  companies  also  signc 
the  health  care  plan  to  which  eve 
employer  began  contributing. 

It  was  a  gold-plated  plan  that  co 
ered  all  medical  and  some  psychiatr 
care  at  no  cost  to  the  employees. 
1974  the  association  even  agreed 
allow  the  spouses  of  deceased  retire 
to  assume  the  benefits  for  life. 

Since  then,  however,  many  cc 
companies  have  gone  out  of  busine 
And  others  have  stopped  mining  co 
But,  despite  ballooning  health  cos 
the  association  was  never  able  to  ren 
gotiate  the  terms. 

In  1988  Pittston,  a  large  contra 
tor  into  the  fund,  dropped  out  oft 
association  and  struck  a  separate  d 
with  the  union,  effectively  reducii 
its  benefit  payments  into  the  phi 

Meanwhile,  the  bcoa  started 
panic:  It  is  obligated  under  its  o 
tract  with  the  union  to  pay  whatevei 
takes  to  cover  the  yearly  benefi 
Which  means  that  if  a  big  contribu 
like  Pittston  leaves  the  group, 
other  members  who  signed  the  19 
BCOA  agreement  had  to  make  up 
difference. 

Worried  about  their  obligatio 
the  remaining  BCOA  mem 
changed  the  formula  by  which 
contributed  to  one  of  the  two  fund 
the  plan:  Instead  of  basing  the  p 
ments  on  the  number  of  tons  C 
company  produced,  the  comflj 
started  contributing  based  00 
number  of  hours  worked.  But 
formula  turned  out  to  be  inadequ 
to  meet  the  annual  needs  of  the  ri- 
ces and  their  dependents.  Partly 
that  reason,  the  health  care  plan 
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Floating  heads  move  up 
and  down  to  hug  the  contours 
ofyourface. 


Inly  norelco  shaves  below  the  skin 
i  while  floating  over  your  face. 

Shaving  with  a  Norelco" 
is  extraordinary. 

The  moment  you  start, 
the  razor  heads  begin 
to  float. 
They 
adjust 
on  the 
outside 
to  every 
contour 
of  your 
face, 

while  inside  another  tech- 
nological feat  is  taking 
place. 

Here,  Norelco's  patent- 
ed "Lift  and  Cufl  system 
l  engineered  with  a  precision  lifter  in  front  of  the  blade  that 
tches  into  the  hair  and  lifts  it  up.  Then,  after  the  blade  cuts  it, 
e  hair  shaft  can  actually  drop  below  skin  level. 

The  result 
is  an  incredibly^ 
close  shave. 
But  you're  also 
rewarded  with 
exceptional 
mfort  since  the  blades  don't  even  touch 
urface.  • 

Experience  the  Norelco.  Inside  and  out,  it 
lres  up  to  everything  you  want  in  a  razor. 


H>r  enters  the 
cfe  nber. 


Lifter  raises 
the  hair. 


Blade  cuts  hair 
which  drops 
below  skin  level. 
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Norelco  Consumer  Products  Company,  A  Division  of  North  American  Philips  Corporation,  Stamford,  CT  06904 


CjNoreico? 

We  make  close  comfortable. 


traction  control... it's  11$ 


There's  no  question  this  performance  sedan  carries  world-class  credentials.  And 

the205-horsepower,  supercharged  Pontiac  SSEialso  delivers  the  control  and 

technology  of  a  performance-calibrated  4-speed  transmission,  Z-rated 

tires,  an  advanced  Head-Up  Display  and  more.  All  enjoyed  from  a 

driver's  cockpit  with  rich  leather  seating  areas.  The 

real  beauty  of  the  exhilarating  new  SSEi  is  that 

you  get  this  driving  excitement  for  thousands 

less  than  Lexus  or  BMW*  If  this  is  your  kind  of 

driving  excitement,  visit  your  Pontiac  dealer  or 

call  1-800-762-4900  for  more  information. 
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PONTIAC  CARES:. .  with  an  extensive  3-yearl36,000-milef 
Ae  No-deductible  Unified  mrranty,  24-hour  Roadside  Assistance 
£*&  and  Courtesy  Transportation.  See  your  dealer  for  details. 


'Based  on  MSRP of Lexus  LS400,  BMW  5  and  7  Series.  Level  of  equipment  varies. 
^]*  Buckle  Up,  America!  ©1992  BM Corp.  All  rights  reserved. 


k 


TheNewSSEi. 


-*• 

§ 

'"■''■  K^&^'l&S&iZi 

^^ 

*lJ&^''* 

m 

— . 

lfe^^^_ 

c 

^Hl 

"^J^^—v 

— 

<WBF 


•Vfl 


WPONTIAC. 

V,  WE  ARE  DRIVING  EXCITEMENT 


WHAT'S  THE  DIFFERENCE 
BETWEEN  A  BROTHER 
ACS  INTELLIFAX  WITH 
THERMA  PIUS  PAPER 

AND  A  PLAIN  PAPER  FAX? 

ABOUT  $1,000! 


HMD 


THE  BROTHER 

ACS  INTELLIFAX  SERIES 

WITH  THERMA  PLUS  PAPER 

GIVES  ALL  THE  BENEFITS 

OF  A  PLAIN  PAPER  FAX 

WITHOUT  THE  EXPENSE 

■  Feels  and  looks  like  plain  paper 

■  No  annoying  curling 

■  Easy  to  write  on  with  pen  or  highlighter 

■  Long  filing  life 

■  No  fading  problems 


Brother  ACS  Intellifax  models 
also  feature  an  auto  feeder 
and  cutter,  smoothing, 
enhanced  image  resolution, 
super  coverpage,  multiple 
resolution  transmission, 
gray  scale...and  much  more. 


EVERY 

Intell'MX 

INCLUDES 

Therma 

pLUSpAPER 


IT   FEELS    LIKE 
PLAIN    PAPER 


ALSO  USES  STANDARD 
FAX  PAPER 


90-DAY 

ON-SITE 

WARRANTY 

SERVICE 

ANYWHERE 

IN  THE  CONTINENTAL 

UNITED  STATES 


AVAILABLE  AT: 

SILO*  SERVICE  MERCHANDISE 
BIZMART  •  BEST  PRODUCTS  •  J  &  R  MUSIC  WORLD 

And  Other  Fine  Retailers 


We're  at  your  side. 


We  re  at  your  side. 

brother 

BROTHER  INTERNATIONAL  CORPORATION  •  200  Cottontail  Lane,  Somerset,  NJ  08875-6714 
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Coal  mining 

slipped  into  a  deficit,  reaching  $14( 
million  last  year. 

The  bcoa  and  the  mineworker: 
went  to  Washington  for  a  bailout 
They  found  a  sympathetic  ear  in  Sena 
tor  Jay  Rockefeller,  a  Democrat  frorr 
coal  mining  West  Virginia.  Under  at 
amendment  he  attached  to  the  re 
cently  signed  energy  bill,  outstandin 
health  care  obligations  are  assigned  t 
any  company  ever  in  the  coal  minin 
business  that  employed  workers  as  ft 
back  as  1950  and  at  some  point  signe 
a  BCOA  agreement  with  the  union 
The  companies  will  start  paying  th 
benefits  in  February. 

Accountants  are  requiring  compa 
nies  no  longer  in  the  coal  business  t 
charge  the  total  amount  of  estimate 
future  costs  in  the  fourth  quarter  r 
this  year.  Companies  still  in  the  bus 
ness  can  take  a  big  charge  to  earning 
this  year,  or  record  the  liability  as  it 
paid.  For  Pittston,  this  will  mean 
charge  of  over  $100  million  th) 
year — possibly  wiping  out  all  its  pre 
jected  1993  earnings — or  an  annu> 
charge  of  around  $9  million  tha 
would  take  some  15  cents  a  share  o! 
1993  net  income.  Nacco  Industrie 
the  Mayfield  Heights,  Ohio-base 
parent  of  North  American  Coal,  face 
either  a  writeoff  of  at  least  $40  millio 
this  year  or  an  annual  $4  million  or  s 
charge  starting  next  year,  equal 
about  25  cents  a  share. 

This  is  relatively  good  news  for  th 
12  coal  producers  that  stayed  in  th 
bcoa:  They  will  have  their  health  car 
burden  shared  by  about  95  otht 
companies.  These  include  subsidiai 
ies  of  Ashland  Coal;  Hanson's  Pct 
body  Coal;  and  Consol  Fnerg? 
which  is  co-owned  by  Du  Pont  an 
Germany's  rwe  ag.  According  t 
Lehman  Brothers'  coal  analyst  Rafa 
Villagran,  Ashland  will  save  am 
$6  million  a  year,  the  other  two  con 
panics  at  least  $20  million  each. 

Is  it  fair  to  sock  one  group  of  peop 
for  a  bad  deal  that  another  gro 
willingly  perpetuated  tor  years? 
Representative  J.J.  Pickle  (D  To 
lamented  on  the  House  floor  in  Oct 
ber:  "It  is  as  if  we  [  Congress  |  arc 
street  gang  mugging  an  innoc< 
passerby  and  justifying  it  by  sayii 
that  our  family  and  friends  are  hu 
gry."  Says  Barnes  &  Tucker's  Wd 
zierl:  "They  changed  the  rules  at' 
the  game  was  over." 
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GROWTH       FUND 


"YOU     MAY 

DELAY,    BUT    TIME 
WILL    NOT." 


When  it  comes  to  investing, 
time  can  be  one  of  your  most 
valuable  assets.  Money  you'll 
need  tomorrow  should  be 
invested  today. 

♦ 
The  Franklin  Growth  Fund 
seeks  capital  appreciation  by 
investing  in  the  securities  of 
America's  established  and 
emerging  growth  companies. 
These  companies  are  leaders 
in  their  respective  markets 
and  often  have  provided 
innovative  products  and  services 
for  the  future. 

♦ 

Call  your  investment  advisor  or 

Franklin  today. 

1-800-342-FUND 
EXT      1362 
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Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Growth 
Fund,  including  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest 
or  send  money. 

I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


Daytime  Phone 


FOB92 
1362 


Franklin    Distributors,    Inc. 

Member  $64  Billion  Franklin  Group  of  Funds®  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 


Corporations  that  repurchase  stock  with  borrowed 
money  add  extra  risks  to  their  business.  At  M.A.  Hanna, 
poor  timing  of  a  buyback  has  stalled— but  not  killed— 
an  impressive  corporate  transformation. 

Think  before 
you  borrow 


By  Christopher  Palmeri 

Three  years  ago  Martin  (Skip) 
Walker  walked  on  water  as  far  as  M.A. 
Hanna  Co.'s  shareholders  were  con- 
cerned. The  former  head  of  Rockwell 
International's  nondefense  business- 
es, Walker  joined  Hanna  as  chairman 
in  1986.  By  1989  he  had  remade  the 
Cleveland -based  natural  resources 
company  from  stem  to  stern. 

Gone  were  Hanna's  oil,  iron  ore 
and  coal  reserves.  With  the  proceeds, 
Walker  bought  a  dozen  specialty- 
chemicals-producing  companies.  As 
Walker  added  companies,  Hanna's 
sales  shot  up,  from  $130  million  in 
1986  to  $1.1  billion  in  1989.  Profits 


that  year  hit  $72  million,  up  from  $15 
million  three  years  earlier. 

The  new  Hanna  bears  no  resem- 
blance to  the  old.  Today  the  company 
makes  and  distributes  polymers,  the 
building  blocks  of  all  things  plastic. 
Walker  has  concentrated  on  fast- 
growing  areas  of  specialty  chemi- 
cals— for  example,  formulating  com- 
pounds with  special  properties  like 
heat  resistance  for  makers  of  plastic 
outdoor  furniture,  or  concocting 
bright  new  colors  for  Rubbermaid's 
Little  Tykes  toys  and  Procter  & 
Gamble's  latest  shampoo  bottle. 

Walker  also  built  up  Hanna's  distri- 
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bution  business.  Hanna  delivers  it: 
polymers  in  already  molded  plasti<! 
sheets  or  in  the  form  of  little  pellet; 
suitable  for  use  in  molding  or  extrud , 
ing  machines.  The  distribution  busi 
ness  specializes  in  orders  from  small 
jobbers  of  as  litde  as  $500  at  a  time. 

During  Walker's  first  three  years  or 
the  job,  Hanna's  stock  nearly  trebled 
But  his  glory  was  fleeting.  Hanna' 
sales  have  remained  flat  since  1989,  a: 
around  $1.1  billion.  Net  profits  las 
year  slid  to  $19  million. 

What  happened?  The  recession  hi, 
Hanna  earlier  than  most  companies! 
But  more  important  was  a  financis 
misfire.  In  August  of  last  year  Walke 
bought  back  nearly  30%  of  Hanna'! 
shares.  Average  price:  around  $26 
just  about  where  the  stock  is  today. 

Walker  admits  his  timing  was  of 
particularly  in  his  financing  of  th 
buyback.  Unless  their  balance  sheet 
have  very  little  debt  and/or  the 
stock  prices  are  very  low,  most  corrlt.:'  ■. 
panies  use  excess  cash  reserves  an 
uncommitted  cash  flow  to  buy  bac 
stock.  But  Walker  borrowed  the  mor 
ey  to  repurchase  Hanna's  stock.  Cor 
vinced  that  interest  rates  had  fallen  slo^i"! 
low  as  they  were  going  to  go,  hi 
borrowed  $300  million  at  fixed  rate 
several  points  higher  than  in  today 
market.   Interest  on   Hanna's  deb 
runs  more  than  $30  million  a  veai|r^;; 
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M.A.  Hanna 
Chairman 
Martin  Walker 
It's  showtime! 
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For    Every    You, 
There's    A    Fujitsu 


Portable  communication. 

|  Whether  you're 

entertaining  a  prospect 

lor  riding  the  range, 
n 

the  ability  to  stay  in 

touch  wherever  you  go 
is  an  essential  ingredient 
of  success.  And  no 
pocket  cellular 
phone  says  success 
more  clearly  than  the 
Pocket  Commander 

.      TM 

Stylus  from  Fujitsu. 
Accessories  such  as 
the  hands-free  car  kit, 


06  0  G  6 
06669 
98660 
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3-watt  power  booster, 

cigarette  lighter 

adapter  and  Power 

Pack  Plus  alkaline 

battery  pack,  give 

the  Stylus  practicality 

to  match  its  sleek 

good  looks.  For  the 

portable  phone 

that  keeps  up  with 

you  no  matter  what 

hat  you're  wearing, 

look  to  Fujitsu. 

For  every  you, 

there's  a  Fujitsu. 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 

Pocket  Commander  Stylus™  is  a  trademark  of  Fujitsu  Network  Transmission  Systems,  Inc. 


Secrets  of  the  Pyramid. 

We're  Transamerica.  Our  business  is 
financial  sendees  —  life  insurance, 
investments,  lending  and  leasing.  Our 
philosophy  is  to  concentrate  on  the 
things  we  do  best  and  to  try  to  do  them 
better  than  anyone  else.  So  when  you 
deal  with  a  Transamerica  company, 
3'ou'll  get  the  right  product  at  the  right 
price  —  whether  it's  a  life  insurance 
policy,  a  home  equity  loan,  a  mutual 
fund  or  anything  else  we  offer.  It's  really 
not  a  secret.  Remember  the  Pyramid 
for  the  best  in  financial  services.         i 
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Transamerica 


THE  POWER  OF  1  HE  PYRAMID  IS  WORKING  FOR  YOU 
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©  1992  Transamcrica  Corporation 


M.A.  Hanna 


Hanna  has  out- 

On the  mend 

performed  its 

Company 

Sales 
($mil) 

Market 

value 

($mil) 

Estimated 
earnings  per  share 
1992           1993 

Recent 
price 

1993 
est 
P/E 

Yield 

5-year 

average 

ROE 

5-year 

avg  sales 

growth 

specialty  chemi- 
cals peers  in  sales 
growth  but 

MA  Hanna 

$1,268 

1,557 
963 

$527 

819 
626 

$1.50 

3.18a 
1.57 

$2.00 

3.60 
1.85 

27 

44% 
253/4 

13.5 

12.4 
13.9 

2.6% 

10.5% 

19.7% 

-2.7 
-0.4 

lagged  in 
profitability, 
something  Walker 
plans  to  change. 

Cabot  Corp 
Dexter 

1.0 
''3.4 

10.5 
13.8 

Ferro 

1,102 

761 

1.77 

2.08 

26% 

12.6 

1.8 

12.4 

2.4 

HB  Fuller 

911 

507 

2.59 

3.03 

36% 

12.1 

1.3 

12.5 

6.0 

Loctite 

603 

1,656 

2.25 

2.53 

451/2 

18.0 

1.6 

22.2 

15.3 

A  Schulman 

739 

832 

1.48a 

1.62 

28 

17.3 

1.0 

19.0 

12.4 

Witco 

1,663 

1,012 

3.31 

3.84 

46 

12.0 

3.9 

11.2 

2.4 

a:  Actual.    Source:  Salomon  Brothers  Inc. 


that,  plus  the  effects  of  the  recession, 
plus  $20  million  a  year  in  goodwill 
amortization  charges  arising  from  his 
acquisitions,  has  squashed  earnings. 

Why  doesn't  Walker  refinance  the 
debt  at  today's  lower  rates?  He  can't. 
Covenants  on  the  bonds  prevent  him 
from  refinancing  until  1994. 

There  were  other  missteps.  Walker 
waited  too  long  to  try  to  sell  four 
manufacturing  businesses  that  came 
with  his  1986  acquisition  of  Dayton- 
based  conglomerate  Day  Internation- 
al Corp.  None  of  these  four  outfits  has 
anything  in  common  with  Hanna's 
other  businesses.  Two  are  underper- 
forming  and  are  now  worth  consider- 
ably less  than  they  were  several  years 
ago.  Until  Walker  can  dispose  of  these 
businesses,  they  will  continue  to  drain 
management  time. 

But  if  Hanna's  transformation  has 
been  stalled,  it  hasn't  been  aban- 
doned. Walker  has  a  plan  to  get  Han- 
na back  on  its  growth  track. 

Part  one  is  to  extend  the  company's 
technology  base.  Two  years  ago  Han- 
na's plant  in  Tennessee  purchased 
formulas  for  new  rubber  compounds 
from  Zeon  Chemical  of  Japan.  Today 
Hanna  is  the  largest  supplier  to  the 
Japanese  auto  transplants  of  rubber 
compounds  used  to  make  windshield 
wiper  blades,  hoses  and  drive  belts. 

In  June  Hanna  signed  an  agree- 
ment with  Dexco  Polymers,  a  Dow 
Chemical/Exxon  joint  venture,  to 
make  and  distribute  thermoplastic 
elastomers.  These  are  plastics,  with 
the  softness  of  rubber,  used  in  every- 
thing from  syringes  to  golf  club  grips. 

Part  two:  Develop  Hanna  overseas. 
Walker  says  he  regrets  not  doing  more 
on  this  front  sooner.  The  two  acquisi- 
tions Walker  has  already  made  in  Eu- 


rope in  the  last  two  years  should  help 
raise  international  business  to  1 3%  of 
sales  this  year.  Over  the  next  five  years 
he  plans  to  buy  more  foreign  opera- 
tions and  raise  Hanna's  overseas  busi- 
ness to  25%  of  sales. 

The  third  and  final  part  of  Walker's 
strategy  is  to  cut  costs  by  pushing 
Hanna's  15  operating  divisions  to 
work  more  closely  together.  Central- 
ized purchasing,  for  example,  will 
save  over  $10  million  a  year,  starting 
this  year.  Since  many  of  Hanna's  divi- 
sions share  the  same  customers,  Walk- 
er is  working  on  a  new  database  of 
customer  information  that  all  1 5  units 
can  use.  Walker  also  hopes  to  push 
more  of  Hanna's  proprietary  colors 
and  compounds  through  the  compa- 
ny's own  distribution  businesses. 

The  plan  seems  already  to  be  pro- 


ducing results.  Earnings  were  up  20°/l 
in  the  first  nine  months  of  this  year,  or 
a    17%    increase    in    sales.    Salomor 
Brothers'    analyst    Michael    Sargent! 
thinks  Hanna  will  earn  $1.50  a  share 
this  year  and  at  least  $2  next  year- 
excellent  cover  for  the  company's  70 1 
cent-a-share     dividend.     Last    yearj 
when  Walker  was  buying  in  Hanna'f 
stock  at  $26  a  share,  earnings  wenj 
just  85  cents  a  share. 

"We  are  very  close  to  where  wd 
want  to  be  acquisition-wise,"  says 
Walker.  "Our  agenda  for  the  next  fivJ 
years  is  to  make  the  sum  of  Hanna'j 
businesses  add  up  to  more  than  the 
individual  entities  we  acquired.  W<) 
call  it  showtime." 

Walker's  shareholders  hope  they'l 
be  able  to  call  it  an  encore  of  Walker'*! 
1986-89  performance. 
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Making  plastic  dyes  in  Cleveland 

Everything  from  toys  to  shampoo  bottles  need  coloring. 
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isolidated  Stores'  board  needed  a  man  with 
treet  merchant's  buying  instincts  and  a 
rporate  executive's  knowledge  of  financial  controls, 
'illiam  Kelley  the  board  got  a  great  deal. 


o  for  one 


ita  Koselka 

ISFORMING  a  company  from  a 

dealer  in  auto  parts  manufac- 

:'  excess  inventories  to  the  coun- 

largest  retailer  in  the  closeout 

:handise    business   is    not    easy. 

isolidated  Stores  Corp.,  with  541 

and  over  $900  million  in  sales, 

lade  its  growing  pains  painfully 

ius,  much  to  the  dismay  of  its 

suffering  stockholders.  But  un- 

le  experienced  hand  of 

Executive    William 

ley,  Consolidated's  op- 

Bons  are  humming  and 

>8>fits  are  starting  to  roll  in 

gain. 

Based      in      Columbus, 

lio,  Consolidated  Stores 

Krates  381  Big  Lots  and 

Md  Lots  stores  and  160 

I  for   One    stores.    The 

Ires,  situated  primarily  in 

le  Midwest,  sell  closeout 

discontinued  merchan- 

1  in   a   no-frills   atmo- 

pherc,    everything    from 

Series  to  toys  to  snack 

<^>ds.  About  60%  of  the 

[Gods    are    brand    name. 

hoppers  never  know  what 

hey  will  find  except  for  low 

■cs— often  30%  to  70% 

slow  the  cost  of  compet- 

|ng,  full  retail  price  items. 

Consolidated's  founder, 

I  Shenk,   no\v  80,  had 

tarted  out  as  a  wholesaler 

«f  auto   parts   no   longer 

■ceded  by  manufacturers. 

«  1983  he  added  on  the 

||  usiness  of  selling  off  the 

"  mwanted    inventories    of 

lanufacturers   and    retail- 

s.  It  was  a  hot  idea  at  the 

ght  time.  With  virtually 

J  competition,   Consoli- 

fcd's  sales  grew  from  al- 
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most  nothing  to  over  $600  million  in 
the  1980s.  First  Manhattan's  retailing 
analyst,  Thomas  Tashjian,  estimates 
the  closeout  business  is  growing  at 
around  20%  a  year  (compared  with  3% 
for  retailing  in  general)  and  is  now  a 
$5  billion  segment  of  the  general 
retailing  industry. 

Nevertheless,  it  has  been  a  roller 
coaster  ride  for  Consolidated.  Shenk 


liam  Kelley,  Consolidated  Stores'  chief  executive 
'Do  anything  the  manufacturers  want  to  get  merchandise." 


and  his  crew  knew  how  to  buy  cheap 
merchandise  from  manufacturers  and 
troubled  department  and  discount 
stores,  but  they  didn't  know  much 
about  being  big  chain  operators. 
Consolidated's  increasingly  far-flung 
stores  required  sophisticated  distribu- 
tion, planning  and  inventory  control 
systems.  In  the  1988  fiscal  year  (end- 
ing in  January  1988),  sales  grew  al- 
most 50%,  to  $591  million,  from 
1987's  levels.  But  net  profit  margins 
halved  and  earnings  fell  to  less  than 
$13  million,  from  nearly  $20  million 
the  year  before. 

While  Consolidated  lacked  strong 
financial  controls,  it  did  have  a  very 
verbal  and  active  board.  Among  the 
board  members  were  representatives 
from  two  large  Chicago  investment 
firms,  Frontenac  Co.  and  First  Chica- 
go Investment  Corp.,  investors  in  the 
company  since  1984.  After  Consoli- 
dated went .  public  in  1985,  they 
watched  their  combined 
10%  stake  wither  in  value  as 
the  stock,  which  hit  a  high 
of  23%  in  mid- 1986,  fell  to 
under  3  just  16  months  lat- 
er. The  Shenks,  who  owned 
about  20%  of  the  company, 
saw  the  value  of  their  hold- 
ings go  from  $200  million 
to  $20  million. 

The  board  began  to  look 
for  someone  else  to  run 
Consolidated.  "Sol  Shenk 
was  a  genius  in  merchandis- 
ing," says  Frontenac  gener- 
al partner  Rodney  Gold- 
stein, "[but]  it  was  clear 
that  we  needed  someone 
who  had  been  there  [in  a 
big  chain]  before." 

Under  pressure  from  his 
board,  Sol  Shenk  retired  in 
1989.  James  Guinan,  who 
had  been  chairman  of  Cal- 
dor  Corp.,  the  big  Nor- 
walk,  Conn. -based  dis- 
counter, was  brought  in  as 
chief  executive  late  in  1988 
to  straighten  things  out. 
"It  was  a  mess,"  recalls 
Guinan.  "They  physically 
could  not  get  merchandise 
to  the  stores." 

Guinan,  however,  didn't 
do  much  better.  He  spent 
around  $45  million  to  re- 
model  stores   and   put  in 
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new  distribution  and  operating  sys- 
tems. Earnings  rebounded  to  a  record 
$22.6  million  in  1989.  But  Guinan 
didn't  have  Shenk's  ability  to  cut  deals 
on  merchandise.  In  1990  Consolidat- 
ed fell  into  the  red.  Guinan  retired. 

What  Consolidated  needed  was  a 
combination  of  Shenk  and  Guinan — 
someone  with  a  street  vendor's  buy- 
ing instincts  and  a  big  retailer's 
knowledge  of  sophisticated  controls. 
In  1990  Consolidated's  board  found 
the  man  they  were  looking  for:  44- 
year-old  William  Kelley. 

Kelley  was  born  for  the  job.  He 
began  his  career  as  a  shoe  salesman  in 
Madison,  Wis.,  where  he  worked 
part-time  to  help  pay  for  college  after 


their  normal  distribution  channels. 
Kelley  wooed  them  in  language  they 
understood:  He  gave  each  of  the  buy- 
ers options  for  10,000  shares.  The 
option  package  was  worth  less  than 
$20,000  at  the  time;  today  it's  worth 
around  $170,000.  Most  important, 
the  options  sent  a  message  to  the 
buyers  that  Kelley  held  them  ih  high 
esteem.  "By  the  second  day,  the  buy- 
ers told  me  I'd  visited  their  floor  more 
often  than  the  previous  chief  execu- 
tive had  in  the  two  years  that  he  was 
there,"  grins  Kelley. 

A  pragmatic  man,  Kelley  next 
closed  down  a  new  southern  distribu- 
tion center,  on  the  grounds  that  it  was 
too  expensive.   "You  have  to  have 


An  All  for  One  store  in  Columbus,  Ohio 

Bright  graphics,  a  good  location,  and  brand-name  products  for  only  $1. 


his  father's  death.  After  graduation, 
he  went  on  to  run  a  store,  and  eventu- 
ally worked  for  Lord  &  Taylor,  Home 
Depot  and  CVN  (a  television  marketer 
now  owned  byQve).  Kelley  was  reluc- 
tant initially  because  Consolidated's 
problems  seemed  intractable,  but 
Frontenac's  Goldstein  convinced  him 
to  take  the  job. 

Goldstein  knew  his  man.  The  first 
thing  Kelley  did  when  he  arrived  at 
Consolidated  was  to  woo  the  chain's 
buyers — all-important  in  the  closeout 
business,  where  what  matters  is  get- 
ting a  good  deal  and  convincing  sup- 
pliers that  closeout  sales  won't  disrupt 


systems  that  are  appropriate  to  a  3% 
net  operating  margin  business,"  he 
explains.  "They  have  to  be  good  and 
efficient,  but  not  the  best  that  money 
can  buy."  Kelley  husbanded  Consoli- 
dated's cash  flow  by  tightening  inven- 
tories, stretching  out  payables,  slow- 
ing capital  expenditures  and  paying 
down  debt,  which  had  ballooned  to 
$91  million  in  fiscal  1990. 

By  1991  the  company  was  back  in 
the  black  with  a  small  profit.  Then,  in 
fiscal  1992,  earnings  more  than  qua- 
drupled, to  over  $20  million,  on  a 
13.5%  sales  increase  to  $771  million. 
Return  on  equity  is  likely  to  exceed 


20%  this  year. 

To  get  sales  growing  again,  in  fis 
1991  Kelley  introduced  the  All 
One  store  chain,  to  be  located  in  ml 
and  strip  shopping  centers.  As  i 
name  implies,  all  items  in  the  chai 
stores  sell  for  $1.  The  stores  are  b 
ding  and  Kelley  has  opened  160 
them  so  far.  When  fiscal  1993  er 
this  January,  All  for  One  will  contr 
ute  $72  million  in  revenues  and, 
the  future,  a  larger  share  of  earnin 
because  margins  are  higher  than  at  i 
closeout  stores.  Board  member  Go 
stein  says  approvingly  of  the  All 
One  chain:  "They  walked  before  tl 
ran  with  this  one." 

Consolidated  wrings  import; 
economies  of  scale  from  the  All 
One  stores.  They  use  the  same  supj 
ers  and  distribution  systems  as  i 
core  Big  Lots  stores.  And  with  re 
space  plentiful,  the  company  has  be 
able  to  get  cheap,  flexible  leases 
case  the  stores  run  into  problei 
Meanwhile,  with  Consolidated's  d 
cut  almost  in  half — to  20%  of  tc 
capital — and  with  likely  cash  flow  t 
year  of  $53  million,  the  company  c 
easily  finance  its  growth  without 
sorting  to  borrowing. 

The  results  are  beginning  to  sht 
Through  the  first  three  quarters 
fiscal  1993,  Consolidated's  sales  w< 
up  20%,  to  $624  million.  Earnin 
however,  grew  fourfold,  to  nearly  $ 
million,  with  the  most  import, 
quarter  yet  to  come.  First  Manhati 
analyst  Tashjian  estimates  that  Cc 
solidated  will  earn  a  record  $36  n 
lion,  or  75  cents  a  share,  this  year, 
sales  of  $930  million. 

Tashjian  believes  the  company  i 
sustain  a  growth  rate  in  earnings 
over  25%  annually  for  at  least  ft 
more  years.  Compared  with  t 
growth  rate,  Consolidated's  stock, 
cently  17  a  share,  is  inexpensive  at 
times  Tashjian's  $  1  -per-share  ea, 
ings  estimate  for  next  year.  Kel 
owns  or  has  options  on  stock  wo 
$31  million. 

Under  Kelley,  the  Shenks'  stock ! 
appreciated    dramatically.    But 
Shenks,  who  watched  their  forti 
evaporate  once,  aren't  taking  any  s 
ond  chances.  They  have  been  sell: 
out  as  the  stock  has  rebounded.  1 1 
now  own  only  around  5%  ol  the 
pany.  Nevertheless,  says  Sol  SI 
"I'm  pleased  with  the  company.' 
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M)u  hold  your 
child's  hand  when 
she  crosses  the 
street,  you  won't 
let  her  climb  to  the 
top  of  the  jungle 
gym  and  you 
make  her  wear  a 
life  preserver  in 
the  kiddie  pool. 


Have  we  got  a  minivan  for  you. 


/ 


_ 


1993 

Federal  Motor 

Vehide  Car  Safety 

Standards. 


Think  of  us  as  very 
over-protective  parents. 
The  Nissan  Quesf  is 
one  of  the  few  minivans 
to  meet  1993  Federal 
passenger-car  safety 
standards* 


Front  cornering  lamps  provide  added  side- 
view  illumination  when  turning  at  night. 


We  took  a  very  level-headed  approach  to  safei 
A  front  stabilizer  bar  helps  keep  the  Nissan 
level  during  cornering  or  lane  changes. 


Vs^. 


,ti  n    rr 


~ 


At  Nissan  we  believe  the  more  durable  a 
car  is,  the  safer  it  is.  For  instance,  to  test 
its  durabUity,  the  Quest  logged  nearly  one 
million  miles. 


Nissan  Motor  Corporation  in  U.S.A.  Smart  people  always  read  the  fine  print. 
And  they  always  wear  their  seal  belts.  *  Except  models  with  privacy  glass. 


By  placing  the  engine 
weight  (wer  the  drive 
wheels,  our  sophisti- 
cated front-wheel  drive 
provides  added  trat/ion. 


Did  we  mention  the  Nissan 
Quest  comes  with  its  own 
body  guards'?  Steel  side 
door  guard  beams  provide 


added  protection  in  case  of  a 
side  impact.  And  pillar /roof 
reinforcements  increase 
body  rigidity. 


When  it  comes  to 
braking  we  didn't  stop 
with  our  power-assisted 
brakes.  An  optional 
4-wheel  anti-lock 
braking  system  is  also 
available. 


hild  safety  lock  has 
i  wisely  included  on 
Ming  side  door. 


L 


:*. 


A  few  items  on  the 
Nissan  Quest  are 
actually  designed  to 
break  down.  In  a 


To  us  concerns  about  safety  are  automatic, 
which  is  why  we've  included  front  automatic 
motorized  shoulder  belts.  And  3-point  seat 
belts  are  found  in  outside  positions  in  second 
and  third  row  seats. 


~»^e>- 


frontal  collision,  the 
steering  column  is 
designed  to  collapse 
to  help  prevent  it 
from  intruding  into 
the  passenger 
compartment. 


The  New  Nissan 

Quest 

It's  time  to 

expect  more  from 

a  minivan: 


Drive  a  Quest 
by  remote  contro 


All  you  need  to  drive  the  new 
Nissan  Quest  minivan  is  a  VCR. 

Return  the  coupon  or  call 
1-800-NISSAN-3  and  well  send 
you  Quest  Drive.  An  exciting 
driving  experience  on  video- 
tape featuring  remarkable 
innovations  your  whole 
family  will  enjoy.  Free. 

But,  hurry.  These 
tapes  may  go  faster  than 
the  minivan  itself. 


The  New  Nissan 


Quest 


NISSAN 


Its  time  to  expect  more 
from  a  minivan:" 

1-800-NISSAN-3,  ext.  118 


Yes.  Please  send  me  a  free 
Quest  Drive  videotape. 


Name 


Address 


City/State/Zip 

(  ) 


Phone 


We  have  (number) vehicle 

They  are  (make,  model,  year): 


The  vehicles  I  am  considering 
include  (make,  model,  year): 
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For  additional  information,  pie: 
call  1-800-NISSAN-3,  ext.  118. 


Quest  Drive,  c/o  PCCI 
PO.  Box  91-1190 
Commerce,  CA  90091-1190 
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NUMBERS  GAME 


Ihy  are  accounts  receivable  at  Topps  Co.,  the  sports 
urd  maker,  rising  twice  as  fast  as  sales? 


n 

u 


ardglut 


RoulaKhalaf 

RAN  ENTIRE  generation  of  Ameri- 
is,  Brooklyn's  Topps  Co.,  Inc.  had 
:  sports  card  market  to  itself.  But 
mpetitors  weighed  in  during  the 
(80s  when  collectors  were  paying 
ousands  of  dollars  for  old  baseball 
fds,  thereby  helping  create  new  in- 
est  in  baseball  and  other  sports 
ds.  Today  as  many  as  100  compa- 
s  vie  for  pieces  of  the  $1.4  billion 
iinual  retail  sales)  sports  and  enter- 
nment  card  market. 
With  a  32%  market  share 
;pps  remains  the  biggest 
Jyer.  Its  line  this  year  in- 
ded  the  traditional  55- 
its-a-pack  cards  covering 
'  eball  and  three  other 
>rts,  as  well  as  premium - 
ced  packs  that  feature 
teier  photos  and  more  so- 
isticated  statistics  and  re- 

at    $1.75    per    pack, 
pps'  sales  in  fiscal  1992, 
led  in  February,  were  up 
%,  to  $300  million,  from 
?1 ;  net  income  was  flat  at 
1.5    million,    $1.15    a 
re.  So  far  this  year,  sales 
1  income  have  inched  up 
4  and  5%,  respectively,     Topps  Chai 
r  year- ago  levels,  about     Running  a 
ine  with  what  competi-      i^Bi^ 
» are  doing. 

Jut  trouble  may  be  brewing  for 
Dps.  The  card  publishing  business 
lherently  risky  because  any  sales  to 
olesalers  and  retailers — which  ac- 
nt  for  about  70%  of  cards  shipped 
Topps — can  be  returned  to  the 
lufacturer.  (Only  hobby  dealers 
E  no  right  to  make  returns.) 
)minously,  for  four  consecutive 

tors  Topps'  accounts  receivable 
e  risen  steadily.  In  the  past  two 
rters,  receivables  have  risen  at  over 

,  while  sales  have  gone  down.  Says 
ward  Schilit,  American  University 

unting  professor  who  has  looked 

>pps'  books:  "When  I  see  receiv- 
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ables  going  up  so  much  faster  than 
sales,  I'm  very  suspicious." 

Is  Topps  having  trouble  collecting 
from  its  wholesalers?  Are  some  whole- 
salers waiting  to  see  how  the  cards  sell 
before  they  pay?  And  will  they  end  up 
burying  Topps  in  unwanted  inven- 
tory? John  Perillo,  Topps'  chief  finan- 
cial officer,  says  no.  He  says  that 
Topps  still  gets  paid  every  2 1  days.  He 
adds  that  receivables  appear  to  be 


nit 


rman  Arthur  T.  Shorin 
risky  business. 


rising  only  because  Topps  has  been 
shipping  nearly  50%  of  its  cards  in  the 
final  few  weeks  of  each  quarter,  leav- 
ing huge  receivables  on  the  books  at 
quarter's  end.  The  increased  receiv- 
ables are  really  just  an  accident  of 
bookkeeping  timing,  says  Perillo, 
who  adds  that  Topps  changed  its 
shipping  schedules  in  the  past  year. 

Some  of  Topps'  competitors  find 
this  explanation  hard  to  swallow.  And 
Lou  J.  Biggs,  senior  buyer  for  Weeke 
Wholesale  Co.  in  Fairview  Heights, 
111.,  says  that  in  1990  his  Topps  cards 
sold  out  in  six  months.  This  year,  he 
says,  it  has  taken  him  eight  months  to 


get  rid  of  only  74%  and  he's  returning 
the  balance — around  30%  more  of 
the  5 5 -cent  cards  than  last  year,  and 
5%  to  10%  more  of  Topps'  premium- 
priced  cards. 

Topps  books  its  sales,  less  a  reserve 
for  returns,  as  soon  as  it  ships  its 
products.  Topps  is  not  required  to 
disclose  its  reserves  in  its  quarterly 
reports,  and  any  charges  accumulated 
over  the  year  are  deducted  from  the 
reserve  at  year- end.  If  the  actual  re- 
turns are  higher  than  the  amount 
reserved,  the  difference  is  charged 
against  earnings. 

Perillo  insists  Topps'  overall  re- 
turns won't  increase  as  a  percentage  of 
sales  this  year.  But  shareholders  won't 
really  know  the  score  until  after 
Topps'  current  fiscal  year  ends,  on 
Feb.  27. 

Right  now  this  much  is  clear:  The 
low  end  of  the  sports  card 
market  is  in  the  doldrums, 
the  victim  of  oversupply. 

ILast  year  two  major  Topps 
competitors,  Marvel  Enter- 
tainment Group's  Fleer 
unit  and  Leaf  Inc.'s  Don- 
russ  division,  abandoned 
the  low  end  of  the  market 
because  dealers  were  re- 
turning the  cheaper  cards  in 
large  quantities.  But  Topps 
is  betting  that  cheaper  cards 
will  still  be  an  important 
factor  in  the  market,  and  so 
has  continued  production 
of  cheap  cards  as  well  as 
premium-priced  ones. 

Topps  Chairman  Arthur  T. 
Shorin    says    that    cutting 
production  is  missing  the 
point.  "Our  aim  is  to  in- 
crease demand." 
Many  securities  analysts  who  follow 
Topps   say   they   expect   no   sizable 
writeoff  this  year.  They  predict  fiscal 
1993  earnings  of  $1.3 5  a  share,  versus 
$1.15  in  1992.  But  if  Topps'  reserves 
against  returns  prove  inadequate,  the 
company's  stock,  recently  trading  at 
15  a  share,  will  likely  take  a  pounding. 
There's  simply  no  way  to  tell  whether 
Topps  has  enough  of  a  cushion  for  a 
rainy  day. 

Since  January,  Topps  insiders  have 
unloaded  over  700,000  shares— 1.5% 
of  the  company's  outstanding  stock — 
at  prices  ranging  from  15%  to  19V£. 
They  may  know  something.  ■■ 
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While  the  proud  old  Schwinn  Bicycle  Co.  languishes  in 
Chapter  11,  the  two  Chinese  companies  ittaughtto  make 
and  sell  bicycles  are  flourishing.  It  could  happen  to  you. 

Bury  thy  teacher 


By  Andrew  Tanzer 

In  October  Chicago's  97-year-old 
Schwinn  Bicycle  Co.,  the  grand  name 
in  American  bicycles,  filed  for  bank- 
ruptcy. On  the  other  side  of  the 
world,  Antony  Lo  took  a  breather 
from  promoting  his  high-priced 
mountain  bikes  at  the  Tokyo  Interna- 
tional Cycle  Show  to  deliver  an  elo- 
quent eulogy  for  Schwinn,  the  com- 
pany that  Lo  helped  bury. 

"Without     Schwinn,     we     never 
would  have  grown  to  where  we  are 
today,"  said  Lo,  the  polished  presi- 
dent of  Taiwan's  Giant  Manufactur- 
ing  Co.,   now   the   world's 
largest  bike  exporter.  "We 
learned  many  basic  things 
from  them:  quality,  value, 
service." 

Down  in  Hong  Kong,  in 
his  office  in  a  converted  fac- 
tory near  the  colony's  mam- 
moth container  port,  lerome 
Sze,  the  managing  director  and  a  large 
shareholder  of  Shenzhen,  China's 
publicly  traded  China  Bicycles  Co., 
also  pays  his  respects  to  the  American 
company  that  helped  him  grow. 
"Schwinn,"  says  Sze,  "helped  to  pro- 
mote our  products  in  the  U.S." 

This  is  a  story  about  how  a  great 
American  company  lost  its  way  and, 
through  management  blunders,  cre- 
ated powerful  competitors  that  ulti- 
mately did  it  in.  Says  Scott  Montgom- 
ery, president  of  Cannondale  lapan,  a 
wholly  owned  unit  of  the  successful 
Georgetown,  Conn,  high-end  bike 
company:  "After  Schwinn  built  them 
up  [Giant  and  China  Bicycles],  they 
ate  Schwinn."  But  this  isn't  just  about 
Schwinn.  In  an  intensely  competitive 
global  economy  in  which  joint  ven- 
tures with  foreign  partners  are  be- 
coming the  norm,  what  befell 
Schwinn  can  befall  any  company. 

By  the  time  Edward  Schwinn  Jr., 
the  great-grandson  of  founder  Ignaz 
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Schwinn,  took  over  the  company  in 
1979,  the  managerial  blood  had  be- 
gun to  run  a  bit  thin.  Schwinn's  share 
(by  units)  of  the  U.S.  bicycle  market 
has  eroded  from  over  25%  in  the 
1 960s  to  7%  in  recent  years  and  maybe 
only  5%  in  1992.  Analysts  put 
Schwinn's    output    at    500,000    to 


600,000  units  and  revenues  at  un(  t  entire 


$200  million  a  year — and  falling — t 
past  couple  of  years. 


By  contrast,  Giant  is  growing  n  ind  carp 


idly;  measured  by  value,  it  is  now  1 
world's  largest  bicycle  exporter 


Kiatitr 


Sdiwn 
itr.Itn 


s  cue 


began  selling  under  its  own  bra  nntain 
name  outside  Taiwan  only  in  195  editor 
but  it  is  already  the  top  branded  i 
port  to  the  U.S.,  Europe  and  Japl; 
This  year  70%  of  Giant's  worldw|;[ 
sales  of  1.35  million  units  will 
under  its  own  brand  name.  Revenuir^pon 
about  $230  million  in  1992. 

Measured  by  volume  rather  th  {-■ 
value,  CBC  is  the  world's  largest  b  t  bin'! 
exporter.  Though  it  began  maki  ofipn 
bikes  only  in  1985,  total  output  a  detici 

i  -no: ,. 


Edward  Schwinn 
Jr.,  president 
of  Schwinn 
Bicycle  Co. 
Bikes  like  the 
Black  Phantom 
(above)  helped 
Schwinn  dominate 
in  the  1950s,  but 
it  missed  the  boat 
when  mountain 
bikes  became 
the  rage. 
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dy  1.8  million  units  and  is  pro- 
d  to  rise  to  close  to  2.3  million 
des  next  year,  cbc  now  sells  near- 
i  of  its  bikes  under  the  Diamond 
brand  name,  a  U.S.  label  it 
ired  in  1990  for  $17  million, 
hwinn's  fortunes  began  to  unrav- 
die  1980s.  In  the  1970s  Schwinn 
lad  a  strong  ten-speed  business; 
vas  based  on  its  powerful  retail 
bution  network  and  brand 
:.  But  in  the  1980s  the  market 
:d  to  mountain  bikes,  now  60% 
e  entire  market,  and  to  exotic 
for  adult  enthusiasts,  built  of 
weight  materials  such  as  alumi- 
and  carbon  fiber.  Once  the  inno- 
Schwinn  became  the  market 
ver.  It  never  led  with  innovation 
)untain  bikes.  Says  J.C.  McCul- 
editor  and  publisher  of  Bicy- 
the  industry's  leading  trade 
cation:  "Schwinn  had  the  best 
engineers  in  the  country  but  it 
cs  edge  because  its  management 
t  respond  quickly  enough." 
iwinn  had  grown  flabby  in  other 
Until  fairly  recently,  for  exam- 
t  hadn't  bothered  to  develop 
i  of  a  presence  in  overseas  mar- 
.a  deficiency  because  specialty 
-not  unlike  cars — are  global, 
anging  products.  Explains  Paul 
k,  director  of  Trek  Japan,  a 
y  owned  subsidiary  of  Trek  USA: 
ve  learned  things  in  Germany 
pan,  the  most  demanding  mar- 
at  have  improved  the  quality  of 
kes  in  the  U.S."  From  nothing 
early  1980s,  Waterloo,  Wis.- 
Trek  (revenues,  $175  million) 
come  one  of  the  world's  most 

1  specialty  bike  makers, 
ng    overseas    in    the    1970s, 
nn  was  more  concerned  with 
g  production  out  of  the  U.S. 
ith  selling  abroad.  "Schwinn 
sessed  with  cutting  costs,"  says 
ndale    Japan^s    Montgomery, 
ad  of  innovation." 
winn  began  its  foreign  cam- 
by  sourcing  many  of  its  bicycles 
Japan.  By  1978  the  expanding 
ese  bike  industry  was  already 
g  Japanese  producers  on  price, 
in  Schwinn  was  forced  to  react, 
e  it  did  so  by  importing  a 
quantity   of  Taiwanese -made 
bikes,    on    which    Schwinn 
its  nameplate. 
,  in  1981,  another  nail  in  the 
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Lifelike  sound 
from  Virtually 


The  Answer  Is  Acoustimass 


"...its  powerful,  room-filling  sound 
emerges  from...speakers  that  could 
easily  be  held  on  the  palm  of  one's 
hand..."  -  Julian  Hirsch,  Stereo  Review,  1991 


The  Bose 

Acoustimass-5  Series  II 
Speaker  System 

Replace  your  bulky, 
outdated  speakers  with 
Bose  breakthrough 
speaker  technology, 
and  your  eyes  won't 
believe  your  ears. 

Save  $100 

For  a  limited  time,  save 
at  least  $100  when  you 
replace  your  old 
speakers  with  black  or 
white  Acoustimass-5 
speakers  at  participat- 
ing authorized  dealers. 
For  details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  161 

USA  and  Canada,  Weekdays 

8  30AM-9PM;  Saturday  9AM-5PM  (ET) 


Better  sound  through  research. 


©  1992  Bose  Corporation.  The  Mountain, 
Frammgham.  MA  01701-9168  USA 
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"I  get  some  of] 
best  ideas  in  sho 
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Record  your  thoughts  anywhere 
with  Lanier's  microcass^ 
Secretary.  / 

Lanier  has  dictation  units  for 
.     your  office.  And  the  latest  digital 
systems  for  companies  of  any  size. 


HRMlllRwiUMvilllmYtimHIMt 


ard  for  more  information  on: 
Dictation  D  Facsimile 
J  Imaging  Systems  (Copiers) 


*d 


Our  commitment 
to  your  complete 
satisfaction 


1-800-648-6423  FAX  (513)  252-9703 


FB  1 2/92 


Voice  Products  Division 


2  HARRIS 


LANIER  RESPONDS 


Lanier  Information  Center 
P.O.  Box  785 
Dayton,  Ohio  45401 


"When  It's  My  Own 

Good  Idea,  I  Deserve 

to  Save  Money." 

That's  Why  I  Switched  2b  Fidelity  Brokerage 


':" 


At  Fidelity  You'll  Find 
Big  Commission  Savings- 
And  That's  Just  The  Start 


100  Shares 
@$50 

FidelityP/us        $54 


Merrill  Lynch 


Shearson 


$100 


$107 


500  Shares 
@$30 

$126 

$293 
$316 


Fidelity 

Saves  You...    $46-53    $167-190 


The  Fidelity  Stock 

Report  Service™ - 

Objective  Investment 

Information 


When  brokers  give  you  good  advice,  then  they  truly 
earn  their  commissions.  But  why  would  you  have  to  pay 
up  to  76%*  more  to  buy  a  stock  that  you  found  in  the  first 
place?  With  Fidelity  Brokerage,  you  can  save  on 
commissions  and  put  more  of  your  money  to  work  for 
your  good  investment  ideas. 

Fidelity  lets  you  manage  your  investments  when  you 
want,  the  way  you  want.  Whether  you  need  to  check  on 
your  account  at  night,  or  initiate  a  trade  over  the  weekend, 
you're  in  control  when  Fidelity  is  your  broker. 

And  now,  Fidelity's  Stock  Report  Service  makes 
investing  even  easier.  This  new  service  gives  you  timely, 
objective  information  on  over  4,000  specific  securities.  Each 
seven-page  report  includes  in-depth  financial  analysis,  his- 
torical stock  performance,  critical  business  developments, 
and  more.  Call  anytime  for  a  free  example  report  and 
free  brokerage  fact  kit,  and  find  out  why  Fidelity  Brokera 
means  a  better  value  for  your  brokerage  needs. 
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Hindi; 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 


Fidelity 


investments 

Discount  Brokerage 

Common  sense.  Uncommon  results. 


R. 


*76%  savings  based  on  an  April  1992  survey  of  full-cost  brokers.  Minimum  commission  $38.  Reports  available  through  The  Fidelity,  Stock  Report  Sen  ice  have  been 
developed  by  Standard  and  Poor's  Corporation.  The  stock  reports  are  $9-95  for  the  first  report  and  $795  for  additional  reports  ordered  at  the  same  time  Fidelity 
Discount  Brokerage  is  a  service  of  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  Street,  Boston,  MA  02 1 10,  Member  N  \  SB,  SII'C         CODE:  FORB/PLU/122192 


■ 

-■win 


iwinn 

Ban:  The  workers  went  on  strike  at 
Bonn's  main  factory  in  Chicago, 
jiiagement  panicked.  Instead  of  ne- 
sting    a     settlement,     Schwinn 
fed  the  plant  and  sent  its  engineers 
I  equipment  to  Giant's  factory  in 
.hung,  a  port  city  in  western  Tai- 
Recalls    Giant's    Antony    Lo: 
hwinn  thought  that  if  the  strike 
it  on  a  long  time,  it  would  kill 
winn  dealers.  They  asked  for  our 
)  in  increasing  capacity  quickly." 
£  part  of  its  new  partnership  with 
nt,  Schwinn  handed  over  every- 
g — technology,  engineering,  vol- 
: — that  Giant  needed  to  become  a 
linant     bikemaker.     In     return, 


As  part  of  its  new  part- 
nership with  Giant, 
Schwinn  handed  over 
everything — technology, 
engineering,  volume — 
Giant  needed  to  become  a 
dominant  bikemaker. 


vinn  imported  the  bikes  and  mar- 
id  them  in  the  U.S.  under  the 
Mnn  name.  Says  an  executive  of  a 
I  competitor:  "Schwinn  gave  the 
chise  to  Giant  on  a  silver  platter." 
iwinn  declined  to  be  interviewed 
'his  story. ) 

y  1984  the  Taiwanese  tail  was 
ging  the  American  dog.  Giant  was 
ping  700,000  bicycles  a  year  to 
|.vinn  under  the  Schwinn  name- 
;,  fully  70%  of  Schwinn's  and 
it's  sales. 

ccording  to  the  U.S.  competitor, 

vinn  could  have  driven  a  much 

bargain     in     Taiwan.     "If 

inn  had  gone  to  any  bicycle  mak- 

Taiwan  and  told  them   they 

d  give  them  700,000  units,  they 

d  easily  have  gotten  a  50%  share 

le  company,"  he  says.  But  private  - 

wned  Giant  refused  to  sell  any 

ty  to  Schwinn,  and  Schwinn  de- 

d  to  press  the  point. 

a  result,  the  Americans  had  no 

rol  over  Giant's  strategy.  They 

d  not,  for  instance,  later  prevent 

t    from    using ,  the    knowledge 

d  about  specialty  bike  dealers  to 

ch  its  own  brand  name  in  the  U.S. 

hich  is  what  the  Taiwanese  did. 

ed     with     Schwinn's     technical 

ulcations  but  able  to  produce  at 
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Superb  sound, 
pure  and  simple? 

The  Answer  Is 
Lifestyle9  Music  Systems 


i 


'Wo  visible  speakers,  no  stack  of 
components,  nothing  that  looks  like 
sound  equipment....Hit  the  start  button 
and  suddenly  the  room  fills  with  music  of 
exemplary  clarity  and  fullness." 

-  Hans  Fantel,  The  New  York  Times,  1990 


The  Bose  Lifestyle 
Music  System 

Replace  your  bulky, 
outdated  stereo  with 
Bose  breakthrough 
technology.  It  will 
change  the  way  you 
enjoy  music. 

Save  $200 

For  a  limited  time,  save 
at  least  $200  when  you 
replace  your  stereo 
with  a  Lifestyle  system 
with  powered  Acousti- 
mass  -5  speakers  in 
black  or  white.  For 
details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  162 

USA  and  Canada,  Weekdays 
8.30AM-9PM.  Saturday  9AM-5PM  (ET) 


Better  sound  through  research 


©  1992  Bose  Corporation.  The  Mountain 
Frammgham.  MA  01701-9168  USA 


Economic  Census  Due- 
Its  Required  by  Law 

A  successful  business  runs  on  sound  decisions.  Based  on  accurate 
data.  Every  five  years,  the  Economic  Census  gathers  information 
America  needs. 

If  you  receive  a  1992  Economic  Census  form,  respond  promptly. 

Your  company's  response  is  confidential.  It's  important.  And  it's 
required  by  law. 

1992  Economic  (.ensus-Work/nq  For  America 

U.S.      BUREAU      OF      THE      CENSUS 


Jerome  Sze,  managing  director  of  China  Bicycles  Co. 

In  paying  his  respects  to  the  American  company  that  helped  him  grow,  Sze  says  Schwinn  promoted  his  bikes. 


lower  prices,  Giant  introduced  its 
own  brand-name  bikes  in  Europe  in 
1986  and  in  the  U.S.  in  1987.  No 
copycat,  Giant  later  improved  upon 
Schwinn's  technology.  By  1990,  for 
example,  it  had  become  the  world's 
largest  manufacturer  of  carbon  fiber 
frame  bikes.  Its  bestselling  bikes  retail 
for  $400  to  $600,  more  than 
Schwinn's  popular  models. 

The  clever  student  quickly  stole 
business  from  its  old  American  teach- 
er. "Giant  bought  market  share  in  the 
U.S.  by  telling  dealers  its  bikes  were 
the  same  as  Schwinn's,  but  10%  to 
15%  cheaper,"  says  Ash  Jaising,  presi- 
dent of  the  independent  Boston - 
based  Bicycle  Market  Research  Insti- 
tute. To  build  its  U.S.  distribution, 
Giant  hired  several  former  Schwinn 
executives.  Among  them  was  William 
Austin,  a  former  Schwinn  vice  presi- 
dent and  now  president  of  the  Tai- 
wanese company's  U.S.  subsidiary, 
Giant  Bicycle  Inc. 

Dazed  by  Giant's  aggressive  brand- 
name  push,  Schwinn  tried  to  protect 
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itself  by  forging  a  new  alliance,  this 
time  with  Jerome  Sze's  China  Bicy- 
cles Co.  It  began  buying  cbc's  bikes 
and  selling  them  under  the  Schwinn 
name.  This  time  Schwinn  demanded 
and  got  some  equity  in  the  venture 
with  cbc,  buying  a  33%  stake  in  1987 
(since  diluted  to  18%  after  cbc  went 
public  on  the  fledgling  Shenzhen 
stock  exchange  early  this  year). 

Until  Schwinn  went  into  business 
with  China  Bicycles,  cbc's  main  busi- 
ness in  the  U.S.  was  supplying  com- 
modity house -brand  bikes  to  Sears 
and  other  mass  merchandisers  from 
its  low-cost  factory  in  Shenzhen,  in 
the  heart  of  southern  China's  capital- 
ist revolution  (Forbes,  Aug.  5, 1991). 
But  Schwinn  taught  cbc  about  the 
U.S.  specialty  dealer  market,  raised 
the  Chinese  factory's  quality  stan- 
dards and  lent  it  credibility. 

"cbc  came  light-years  in  a  short 
period  of  time  because  of  a  lot  of 
technology  transfer  from  Schwinn," 
says  Bicycling's  McCullagh.  Sze  sub- 
sequently used  all  the  knowledge  he 


r  price 
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gleaned  from  Schwinn  to  help  bol 
his  business  supplying  bicycles  to 
European  operations  of  bike  com 
nies  such  as  Scott  and  France's  A 
(owned  by  Japan's  Yamaha). 

Burned  once  by  Giant,  Schw 
tried  to  dissuade  China  Bicycles  ft  j  ^ 
developing  its  own  brand -name  b  ^ 
ness  in  the  U.S.  But  that  didn't  s  ^ 
Sze.  In  1990,  despite  Schwinn's 
position,  Sze  and  his  Shenzhen  p  «c  ,l 
ner  together  acquired  a  medium-  ^n 
U.S.  bicycle  importer  and  distribu 
which  owned  the  Diamond 
name.  That  gave  cbc  its  own 
brand  name  and  distribution  ch 
nels.  Diamond  Back  competes  dir 
ly  with  Schwinn  and  is  particul 
strong  on  the  West  Coast. 

With  Giant,  China   Bicycles 
other  competitors  taking  big  bin 
of  its  market  share,  Schwinn  was  fi 
ly  forced  to  file  for  bankrupt) 
October.  It  still  imports  bikes  fro 
two  former  students  and  sells  tl 
under  the  Schwinn  name.  But 
duction  of  its  own  bikes  in  the  (J 
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■Ba 


that  i 


tn  to  under  10,000  units  a  year, 
I  under  the  Paramount  name  of 

priced  racing  bikes. 

terestingly,  Giant's  Lo  and  China 
ycles'  Sze  believe  China,  not  the 
st,  will  be  their  best  growth  mar- 

Sze  says  American-image  moun- 
| bikes  are  all  the  rage  in  China.  He 

cts  to  sell  over  30%  of  China 
ycles'  output  in  1993  on  the  do- 
ftic  Chinese  market,  up  from  15% 

year  and  under  10%  last  year. 
Jhina  Bicycles  opened  its  second 

jy — the    world's    largest    bike 

it — this    summer.    Situated   just 

of  Shenzhen,  it  will  eventually 

uce  2.5   million  units  a  year. 

t's  Antony  Lo  says  that  in  1994 

I  will  open  a  1.5-million-unit 
ttnn  Shanghai.  At  least  half  of  its 

uction  will  be  earmarked  for  the 

ese  market, 
fhat  will  happen  to  Schwinn?  It 

has  a  strong  brand  name  and 

lished  distribution,  plus  a  suc- 

1  line  of  fitness  products.  China 

des'  Sze  says  he's  interested  in 

liring  Schwinn.  Doing  so  would 

:  sense  for  cbc,  which  hasn't 

essed  as  far  as  Giant  in  establish- 
fts  brand  name.  Schwinn's  share- 
ling  in  CBC  was  recently  worth 

million  at  Shenzhen  stock  ex- 

lge  prices,  enough  to  clear  over 

•  of  Schwinn's  estimated  debt  of 

million.  But  Schwinn  can't  recap- 
^"ise  itself  by  selling  off  its  stake  in 
ice  si  ia  Bicycles:  A  joint  venture  agree  - 

t  controlling  cbc  says  none  of  the 
major  shareholders  (Schwinn, 

and  the  Shenzhen  government) 
sell  without  approval  of  the  other 

In  this  matter,  too,  Schwinn's 

iny  is  controlled  by  others. 

n  the  other  hand,  if  Sze  were  to 

Schwinn,  he  would  be  repurchas- 
big  piece  of  China  Bicycles' 
as  well  as  getting  the  rights  to 

of  the  world's  best-known  bicycle 

d  names  and  an  excellent  distri- 

n  system. 

en  Ignaz  Schwinn  founded  his 

pany  nearly  a  century  ago,  Chica- 

is  the  world's  bike  capital,  with 

it  90  manufacturers.  Schwinn  is 

ist  major  one.  Who  could  have 

ght  that  its  fate  would  lie  in  the 
-  Is  of  a  publicly  traded  company  in 
munist  country — a  company 

inn  itself  helped  nurture  into  a 
dable  competitor?  H 
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Life-size  sound  from 

a  Virtually  Invisible 

stereo  system? 

The  Answer  Is 
Lifestyle9  Music 


"The  sound  of  the  Lifestyle® 
Music  System  was  superb  from 
both  FM  and  CD."  -  Julian  Hirsch, 
Sound  &  Image  Magazine,  Summer  1 990, 
about  the  original  Lifestyle*'  music  system 


The  Bose*  Lifestyle' 
Music  System 

Replace  your  bulky, 
outdated  stereo  with 
Bose  breakthrough 
technology  that  will 
change  the  way  you 
enjoy  music. 

Step  Up  Now  And  Save 

For  a  limited  time,  save 
at  least  $150  when  you 
replace  your  old  stereo 
with  a  Lifestyle''  system 
with  new  black  or  white 
powered  Acoustimass:-3 
speakers.  At  participat- 
ing authorized  dealers. 
For  details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  163 

USA  and  Canada.  Weekdays 
8;30AM-9PM;  Saturday  9AM-5PM  (ET) 


Better  sound  through  research 


©  1992  Bose  Corporation.  The  Mountain 
Frammgham,  MA  01701-9168  USA 


The  Vanguard  Variable  Annuity  Plan 

FINALLY,  A  VARIABLE  ANNUITY 
THAT  MAKES  SENSE 


The  Vanguard  Variable  Annuity 
Plan  is  a  low-cost,  tax-deferred 
insurance  contract  using  four 
Vanguard  mutual  fund  portfolios  as 
underlying  investments.  There  are 
no  sales  commissions  or  "surrender" 
charges.  And  to  lower  the  cost  of 
investing  further,  the  Plan  has  main- 
tained annual  expenses  of  about  one- 
half  the  expenses  of  the  average 
variable  annuity* 

This  Plan  is  well  suited  for  long- 
term  investors  who  have  exhausted 
other  methods  of  tax-deferred 
investing  (such  as  IRAs,  SEPs,  and 
Keoghs),  and  for  those  who  wish  to 
make  larger  contributions  than  qual- 
ified retirement  plans  allow. 

The  minimum  initial  investment 
is  $5,000. 


Call  1-800-523-7881 

For  a  Free 

Information  Kit 

*Source:  Variable  Annuity  Research  and 
Data  Services  (VARDS8) 

Please  send  me  a  free  Vanguard 
Variable  Annuity  Plan  Information  Kit 

including  prospectuses  that  contain 
more  complete  information  on  advisory 
fees,  distribution  charges,  and  other 
expenses.  I  will  read  both  prospectuses 
carefully  before  I  invest  or  send  money. 

Vanguard  Variable  Annuity  Plan 
RO.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name 


Address. 

City 

State 

(64) 


.Zip. 


FBC2-356 


TH^feurvwardGROUP 

«^OF  INVESTMENT  GOMFANIES 


The  Vanguard  Variable  Annuity  Plan,  a  flexible  premium,  multi-funded  variable  annuity,  is  issued  by 
National  Home  Life  Assurance  Company  of  Valley  Forge,  PA,  a  member  of  the  Capital  Holding 
family  (for  New  York  residents  by  National  Home  Life  Assurance  Company  of  New  York). 


UP  &  COMERS 


EDITED  DY  REMIND  MEEKS 


Ross  Perot  put  Jim  McCurry  and  Gary  Kusin  in  business,  but  they  are 
even  more  grateful  for  his  advice  than  they  are  for  the  money  he  put  up. 

Learn  to  walk 
before  you  try  to  run 


Bv  Claire  Poole 


Babbage's  cofounders  James  McCurry  (left)  and  Gary  Kusin 
"Everybody  thought  we  were  crazy." 
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While  attending  Harvard  Busi 
School  in  the  mid-1970s,  Ja 
McCurry  and  Gary  Kusin  often  ta 
about  starting  a  business  toget 
but  were  a  little  short  on  ideas 
after  graduation  the  two  went  t 
separate  ways,  McCurry  into  con 
ing,  Kusin  into  retailing. 

Then,  in   1982,  McCurry  ha 
brainstorm.  While  consulting  wi 
video  game  maker  out  of  Bain  &  C 
San  Francisco  office,  McCurry 
surprised   that  there  weren't 
stores  selling  computer  softwar 
realized,"  he  recalls,  "that  ju 
there  are  record  stores  that  sell 
ords,  there  would  need  to  be  a  c 
nel  of  software  stores  that  sell 
ware."  McCurry  ran  the  idea  by 
sin,      who     was      then      head 
merchandising  for  Federated  Der. 
ment  Stores'  Sanger- Harris  divi 
in  Dallas.  Kusin  saw  parallels  wi 
business  he  was  then  in.  As  he  pu 
"The  specialty  stores  were  killin 
partment  stores.  This  was  our 
chance." 

At  the  end  of  1982  the  two  left 
jobs  and  in  May  1983  opened  a 
software  store  in  a  north  Dallas  i| 
They    called     it     Babbage's, 
Charles  Babbage,  the   19th  -ce 
British  mathematician  generally  cj 
ited  with  inventing  the  first  CO 
ing  machine.  Says  Kusin:  "Kvcry 
thought  we  were  crazy." 

So  much  for  what  "everybi 
thought.  Babbage's  today  is  a 
the  biggest  consumer  software  i 
ers  in  the  country,  with  246  sto 
37  states.  In  its  1992  fiscal  year 
ed  Feb.  1)  the  company  cam 
record  $5.6  million— SI  .06  a  sh 
on  $168  million  in  sales. 

David  O'Neill,  an  analyst  with 
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When  expressing 

greetings  of  the  season, 

what  matters  most  isn't  the  words; 

it's  the  warmth  from  within. 

Taste  the  true  flavor  of  Scotland. 

Happy  holidays  from 

Dewars  "White  Label." 
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Togive  the  gift  of  Dewar's,  call  1-800-4-DEWARS. 
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Ham  Blair  &  Co.  in  Chicago,  thinks 
Babbage's  will  earn  at  least  $5.8  mil- 
lion, or  $1.10  per  share,  on  revenues 
of  $196  million  in  fiscal  1993. 

How  has  Babbage's  been  able  to 
compete  against  other  software  retail- 
ers like  Egghead  and  Software  Etc.? 
By  concentrating  on  software  for  the 
home  rather  than  the  office.  The  big- 
gest chunk  of  Babbage's  business  is 
computer  and  video  games,  which 
make  up  over  two- thirds  of  sales. 
Babbage's  stores,  which  on  average 
pack  1,400  items  into  1,500  square 
feet,  are  distincdy  un-techy  and  situ- 
ated mosdy  in  malls  to  attract  kids, 
women  and  impulse  buyers. 

Unlike  its  competitors,  Babbage's 
keeps  not  a  single  piece  of  hardware  in 
the  store,  except  for  the  computer 
that  operates  the  cash  register.  Ex- 
plains Kusin:  "We  don't  want  to  be 
the  mall  baby-sitter.  Our  customer 
service  would  suffer."  So  instead  of 
demonstrating  games,  Babbage's 
salespeople  are  selling.  The  average 
Babbage's  store  generates  $883,000 
in  sales  per  year — almost  20%  more 
than  the  average  Software  Etc.  store. 

McCurry,  43,  and  Kusin,  41, 
haven't  strayed  from  this  niche  strate- 
gy. They  have  no  interest  in  carrying 
lots  of  business  programs,  opening 
superstores  or  selling  software 
through  the  mail.  "Other  retailers  sell 
software  as  if  it  were  a  commodity, 
with  commodity  margins,"  says  Ku- 
sin, Babbage's  president.  "It's  not  the 
business  we're  in." 

Indeed,  Babbage's  boasts  gross 
margins  of  nearly  30%,  versus  17%  for 
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A  Babbage's 
store  in 
Orlando,  Fla. 
The  only 
computer 
in  the  store 
is  the  cash 
register. 


Egghead,  which  operates  more  gen- 
eral software  stores  and  also  has  its 
own  direct  sales  force. 

McCurry  and  Kusin  almost  didn't 
survive  their  first  few  months  as  entre- 
preneurs. With  virtually  no  startup 
money  to  keep  the  company  afloat,  the 
pair,  who  had  drawn  up  their  business 
plan  while  still  at  their  old  jobs,  imme- 
diately began  shopping  the  plan 
around  to  venture  capitalists.  There 
were  no  takers.  Remembers  Kusin, 
who  had  a  mortgage  to  pay  and  a 
family  to  support:  "We  were  very  na- 
ive. We  both  were  certain  there  would 
be  no  problem  raising  the  money." 

Then,  in  February  1983,  they  got  a 
call  from  Ross  Perot,  who  knew  Ku- 
sin's  family  from  Texarkana  and  want- 
ed to  meet  and  talk  about  their  new 
venture.  Recalls  McCurry,  Babbage's 
chairman:  "He  kept  asking  us, 
'You've  left  your  jobs?  You  haven't 
found  any  money?  And  you're  still  at 
this  thing?'  ''  Perot,  who  clearly  ad- 
mired the  pair's  persistence,  offered 
to  guarantee  a  $3  million  line  of  credit 
to  the  fledgling  firm  in  exchange  for  a 
third  of  the  company. 

Perot  also  gave  some  practical  ad- 
vice to  the  two  upstarts.  Originally, 
they  were  planning  to  open  20  stores 
the  first  month.  Instead,  Perot  rec- 
ommended they  open  one  store  and 
run  it  themselves,  morning,  noon  and 
night.  Steep  themselves  in  the  busi- 
ness. Learn  what  the  customers  were 
like  and  what  they  wanted. 

On  Memorial  Day  in  1983,  Bab- 
bage's opened  for  business.  McCurry 
and  Kusin  took  turns  opening  and 


% 
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closing  the  store.  During  off- ho 
McCurry  handled  the  books,  wl 
Kusin  acquired  product  from  lq 
distributors.  Two  months  later  ti 
hired  their  first  full-time  employe( 
Mary  Evans,  now  Babbage's  vice  pr  |  /^ 
ident  of  stores.  After  meeting 
sales  projections,  they  opened  ft 
more  stores  in  the  Dallas  area  betw 
Labor  Day  and  Thanksgiving. 

In  its  first  full  year  the  company  1 
$560,000  on  $3  million  in  sales, 
nancing  its  growth  through  a  serie: 
private  placements,  the  23-store  c 
pany  broke  even  in  fiscal  1987  on  s; 
of  $10  million.  In  July  1988  A 
Brown  &  Sons  and  Robertson,  C 
man  &  Stephens  sold  30%  of 
company's  equity  to  the  public 
$20  million,  or  $13  a  share. 

It  hasn't  been  a  smooth  ride  sir  I 
Rapid  store  openings — 48  new  stc 
in  fiscal  1990  alone — and  a  floo 
new   low-margin    products    pus! 
profits  down,  and  the  stock  price 
them.  By  early  1990  Babbage's  o 
traded  shares  collapsed  to  4 Vs. 

Chastened,   McCurry  and   Ki 
scaled  back  new  store  openings, 
concentrated  on  controlling  costs  gineer 
new  computerized  inventory  sysi 
now  automatically  tabulates  sales 
inventory  daily,  allowing  buyers 
monitor  what's  selling  first  thing 
ery  morning.  Babbage's  Dallas  w^ 
house  also  receives  automatic  re 
ders,  which  are  shipped  daily  to  stoj 
As  a  result,  Babbage's  increased 
inventor)'  turns  to  4.4  times  a  year 
from  3.9  just  two  years  ago.  Compl 
tor  Software  Etc.  turns  inventory  c 
3  times  a  year. 

McCurry  and  Kusin  have  now 
turned  their  attentions  to  expansi 
opening  26  new  stores  last  year 
another  43  this  year.  With  no  lo  I 
term  debt,  the  company  has  fun 
expansion    primarily    through    i 
flow.    Recent    price    of    Babba 
shares:    24%.   McCurry   and 
hold  8%  stakes  in  the  company,  wi 
about  $1 1  million  each. 

And  what  of  Ross  Perot?  He  ca 
out  with  a  nice  profit  months 
Babbage's  initial  public  offering, 
Kusin  and  McCurry  remain  etei: 
grateful  to  him — not  just  for  the  t: 
ly  infusion  of  cash  but  even  mdj 
for  timely  advice  that  they  imm 
themselves  deeply  in  the  business 
fore  rushing  out  to  expand. 
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What  happens  when 
car  company  refuses  to 


ccept  the  word  "can  t 

that  wi 


t  Mercedes-Benz  we've  found  that 
I  eliminating  the  word  "can't" 
om  our  vocabulary,  seemingly 
ntradictory  feats  of  automotive 


don't  provide  the  safety  features  of 
more  conservatively-designed  cars. 
But  Mercedes  couples  performance 
and  safety  engineering. 


You  j%l  design 

cars  that  will  look 

new  today  and 

classic  tomorrow. 

The  body  design  of  the  Mercedes 


igineering  can  be  accomplished. 


Ynujfr^ 


design  cars 
that  can  be  driven 
lard  and  expect  them 
to  last  a  long  time. 

designing  automobiles  to  meet 
je  great  strains  of  high-speed  Auto- 

m  driving,  Mercedes-Benz  has 
managed  to  achieve  the  best 

lgevity  record  of  any  luxury  car 
throughout  the  past  1 5  years.* 
IMll^%llllllll  III!  Il 

irformance  sedans  that 
also  lead  the  way  in 
safety  technology. 


performance  cars  generally 


According  to  Automobile  Mag- 
azine:** "The  500E's  handling 
characteristics  are  'best  in  the 
world'",  yet  its  safety  features  are 
among  the  most  advanced. 

You^^build 

cars  that  are 

both  innovative  and 

dependable. 

Mercedes  is  committed  to  innova- 
tion, as  evidenced  by  thousands  of 
engineering  patents.  Yet  before  any 
become  reality,  they're  so  thor- 
oughly tested  that  they  tend  to  be 
dependable  from  the  start. 


is  evolutionary,  not  revolutionary. 

A  Mercedes  looks  the  way  it 
does  because  of  function,  not  vanity. 

That's  why  Mercedes-Benz  cars 
grow  old  gracefully,  some  even 
becoming  classics. 

All  of  which  goes  to  prove  that 
with  Mercedes  you  don't  have  to 
give  up  anything  to  get  everything. 

For  more  information,  call 
1-800-662-9001. 


Sacrifice  nothing. 


I- 


on  registration  data  for  yean  1977-1991.     Automobile  Magazine,  April  1992.  §1992  Mercedes-Benz  of  North  America,  Inc.  Montvale,  N.J.,  Member  of  the  Daimler-Benz  Croup. 
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Headquartered  in  a  one-stoplight  town  in  Arkansas, 
Lloyd  Peterson  has  built  an  impressive  fortune  raising 
chickens.  Some  genetic  experimentation  helped. 

It  takes  a  smart 
man  to  breed 
a  tough  chicken 


By  Joel  Mi  11  man 

Northwest  Arkansas  was  a  hard 
place  to  scratch  out  a  living  in  the 
1930s.  Lloyd  Peterson  remembers  it 
well.  In  1939  Peterson,  then  27,  was 
running  an  egg-and-milk  cooperative 
in  Decatur,  Ark.  (pop.  today  987), 
splitting  profits  with  local  farmers  and 


extending  them  credit.  But  there 
wasn't  much  to  split,  and  scores  of 
farm  families — the  "Arkies"  of  De- 
pression lore — were  heading  west 
each  year  for  California. 

One  day  Peterson  drove  his  flatbed 
truck  over  to  a  farm  in  Missouri, 


where  he  bought  500  Rhode  I 
Red  chicks  for  some  $50,  10  ce 
chick.  Back  in  Decatur,  he  pui 
chicks  in  the  co-op's  sun-dreri 
window  and  began  consigning  I 
to  farmers.  When  the  farmers  bro 
the  grown  birds  back,  Pet( 
shipped  them  to  wholesalers  in 
sas  City,  where  they  fetched  aboi 
cents  a  bird.  He  paid  the  farm 
nickel  a  head  for  their  efforts,  plu 
the  proceeds.  Within  two  years  P 
son  was  shipping  out  some  I 
birds  a  month.  The  10-cent 
spread  enabled  him  to  quit  the  c 
and  raise  and  sell  chickens  full  til 
From  these  humble  beginnir 
significant  fortune  has  grown.  T 
Peterson,  energetic  and  spry  ai 
runs  Peterson  Industries,  the  po 
industry's  largest  supplier  of 
breeder  chicks.  Peterson  also  ope 
a  substantial  chicken  processing 
ness,  mills  poultry  feed  and  sells  1 
propane  gas  and  insurance  to 
dreds  of  local  hatcheries  growin 
birds.  This  year  revenues  for  the 
ily-owned    firm   will    probably 


Peterson 
Industries 
founder 
Lloyd  Peterson 
with  baby  chief! 
"We  never 
wanted  to  be 
the  biggest. 
Only  the 
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ENVIRONMENTAL 

EXCELLENCE 
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IB  E  A  T  I  N  G    STRATEGIC 
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Dear  Reader: 


We  are  pleased  to  continue  our  reports  on  "Corporate  Environmentalism: 
Creating  Strategic  Initiatives."  In  August,  American  Re-Insurance  Company 
and  Forbes  Inc.  hosted  a  gathering  of  top  corporate  executives  and  their 
environmental  counterparts  from  the  Environmental  Protection  Agency 
(EPA)  and  the  White  House.  These  leaders  worked  together  to  examine  the 
environmental  and  economic  challenges  facing  both  American  business  and 
the  nation. 

How  are  we  to  sustain  reasonable  industrial  growth  while  ensuring  the 
safe  management  of  our  resources  and  people?  The  United  Nations  has  pre- 
dicted that  world  population  could  double  by  the  year  2030.  At  that  time, 
84%  of  our  earth's  inhabitants  will  reside  in  developing  nations.  Just  pro- 
viding the  most  rudimentary  sources  of  food,  clothing  and 
shelter  will  mean  that  our  world  output  will  have  to 
increase  fivefold,  placing  even  greater  pressure  on  the 
planet's  resources. 

In  this  country,  as  in  all  of  the  industrialized 
nations,  the  idea  of  "sustainable  development"  rais- 
es serious  questions  about  the  priorities  of 
manufacturers  who  need  to  increase  production 
and,  at  the  same  time,  limit  the  pollution  of  our 
air,  soil  and  water.  The  corporate  officers  and  EPA 
officials  who  attended  the  "Corporate  Environ- 
mentalism" conference  demonstrated  their  strong 
commitment  to  these  goals. 

Many  companies  have  already  taken  preemptive 
measures  to  deal  with  these  challenges.  American  business 
leads  the  world  in  financial  and  technological  commitment  to  environmental 
improvement. 

In  order  to  recognize  and  illustrate  these  practices,  we  are  pleased  to  share, 
on  the  following  pages,  six  stories  of  proactive  corporate  environmentalism 
as  told  by  top  U.S.  executives. 

Many  of  the  environmental  challenges  we  face  are  spurring  new  technolo- 
gies and  innovations,  and  encouraging  the  growth  of  whole  new  industries. 
Diminishing  areas  for  landfills  are  creating  the  need  for  vast  recycling  pro- 
grams. The  need  to  protect  our  waterways  is  ushering  in  new  purification 
technologies,  and  clean  air  mandates  are  bringing  about  new  methods  of 
manufacturing  and  smog  control. 

Environmental  challenges  are  a  worldwide  concern.  How  American  busi- 
ness meets  these  challenges  will  determine,  in  great  measure,  how  the  rest  of 
the  world  reacts  to  protect  our  common  environment.  We  are  happy  to  report 
that  American  business  is  on  track  and  committed  to  the  process. 

American  Re-Insurance  Company  is  dedicated  to  helping  U.S.  industry 
achieve  America's  environmental  and  economic  goals.  We  hope  you  will  con- 
tinue to  follow  our  progress  in  these  pages  as  well  as  in  a  fourth  and  final 
report  that  will  follow. 


Edward  B.  Jobe 

Chairman  6"  CEO 

American  Re-Insurance 

Company 


Paul  H.  Inderbiizin 
Vice  Chairman  &  President 
American  Re-Insurance 
Company 
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I  he  challenges  of  managing  the  envi- 
ronment in  which  we  live  are  here  to 
stay.  Companies  that  produce  more 
and  waste  less  are  more  competitive. 
Corporations  are  coming  to  realize 
that  being  committed  to  environmen- 
tal quality  is  not  only  good  for  busi- 
ness, it  is  business.  As  we  speed  toward 
21st  century,  many  are  recognizing  the  need 
ddress  these  challenges  and  are  reporting 
cesses  with  the  programs  they  are  imple- 
nting. 

)ver  the  past  30  years,  federal  spending  on 
ironmental  regulation  has  increased  from 

0  million  to  $5  trillion.  Annual  expendi- 

;s  in  the  U.S.  pollution  control  market  have 
$  from  $30  billion  to  $185  billion.  And  an- 

1  expenditures  in  the  international  pollu- 
i  control  market,  excluding  the  U.S.,  now 
>d  at  $118  billion.  Clearly,  we  are  making 
.gress,  and  just  as  clearly,  the  United  States 
ading  the  charge.  For  example: 

DVANCES  IN  CATALYTIC  CONVERSION 

yone  knows  that  automobiles  are  the  largest  source 
ty  air  pollution.  What  most  of  us  aren't  aware  of  is 
some  80%  of  the  ozone-forming  pollution  and  car- 
bon monoxide  from  cars  is  emitted 
within  the  first  two  minutes  after  cold 
engine  startup.  It  usually  takes  this 
long  for  a  car's  exhaust  to  heat  a  con- 
ventional catalytic  converter  to  a 
working  temperature  of  600°C. 

Knowledge  of  this  simple  fact  led 
engineers  at  W.R.  Grace  &  Co.  to 
develop  an  electrically  heated  catalyt- 
ic converter  (EHC).  By  using  a  stan- 
dard battery  and  the  existing  car  alter- 
nator, the  EHC  unit  speeds  up  the 
time  of  catalytic  conversion  of  pollu- 
and  the  process  starts  a  few  seconds  after  the 
e  starts.  Total  pollution  reduction  can  now  be  as 
is  80%.  In  fact,  tests  have  shown  that  a  retrofit- 
90  Oldsmobile  Cutlass  Calais  can  exceed  even 
ornia's  Ultra-Low  Emission  Vehicle  (ULEV) 
ards. 

'gh  Carey,  former  Governor  of  New  York  State  and 
ntly  W.R.  Grace's  executive  vice  president  of  envi- 
ental  policy,  says:  "Electrically  heated  catalytic  con- 
's can  be  readily  integrated  into  conventional 
e  and  emission-control  systems.  The  EHC  fits  into 


Carey 
live  Vice 
lent  of  Envi- 
Mital  Policy 
Grace  b  Co. 


standard  converter  containers  and  uses  the  existing  com- 
puter controller  for  heating  operations  and  battery 
recharge.  Tests  demonstrate  durability  up  to  75,000 
miles,  and  we  have  an  even  higher  durability  system 
under  development." 

W.R.  Grace  is  not  the  only  company  to  recognize  this 
simple,  workable  solution.  Other  manufacturers  of  cat- 
alytic converters,  such  as  Corning  and  Siemens,  have 
also  published  encouraging  results.  Although  these  firms 
use  different  materials  and  designs,  the  results  remain 
the  same:  electrically  pre-heating  a  car's  catalytic  con- 
verter drastically  reduces  auto  emissions. 

Besides  fostering  a  cleaner  air  environment,  EHCs 
may  make  it  unnecessary  to  reformulate  gasoline,  saving 
millions  of  dollars  at  the  gas  pump  and  curtailing  major 
auto  modifications.  As  Carey  says,  "W.R.  Grace  is  com- 
mitted to  this  technology.  It's  interesting  to  note  that  for 
far  less  than  the  cost  of  a  car  radio,  we'll  all  be  able  to 
breathe  easier." 

MAINTAINING  QUALITY  AIR  STANDARDS 

In  a  perfect  world,  environmental  regulations  would  hit 
the  optimum  balance  between  cost  and  benefit.  In 
reality,  they  often  impose  high  cost  requirements  that 
provide  only  minimal  benefit  to  the 
environment. 

To  help  change  this,  Sun  Company 
has  adopted  a  philosophy  of  working 
cooperatively  with  government  and 
environmental  groups  in  solving  envi- 
ronmental problems. 

The  company's  philosophy  was  put 
to  the  test  in  1991  when  Tulsa,  Okla., 
needed  a  way  to  stay  within  the  Clean 
Air  Standards  established  by  the  EPA. 
Under  the  Clean  Air  Act  of  1990,  the  penalties  for  falling 
below  federal  air  quality  standards  could  have  been 
severe:  restrictions  on  the  startup  of  new  businesses,  an 
automotive  inspection/maintenance  program  requiring 
mandatory  repairs,  and  a  possible  requirement  that  ser- 
vice station  dealers  install  costly  vapor-recovery  equip- 
ment on  gasoline  pump  nozzles.  Even  then,  it  could  take 
years  to  regain  clean-air  status. 


Robert  H.  Campbell 
Chairman  &  CEO 
Sun  Company 
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The  problem  was 
ozone.  A  major  con- 
tributor to  the  for- 
mation of  this  pollu- 
tant is  the  evapora- 
tion of  gasoline  dur- 
ing refueling  and 
vehicle  operation. 
At  the  time,  Sun 
Company's  Tulsa 
Refinery  supplied 
more  than  half  the 
gasoline  sold  in 
Tulsa.  As  Robert  H. 
Campbell,  Sun 
chairman  and  chief 
executive  officer, 
remembers:  "We 
approached  city  offi- 
cials and  proposed  that  Sun  reduce  the  vapor  pressure  of 
our  gasoline  by  a  half-pound  per  square  inch  below  the 
already  reduced  level  required  by  the  Clean  Air  Act  of 
1990.  We  felt  that  this  action,  combined  with  other 
efforts  undertaken  by  the  city  and  residents  of  Tulsa, 
would  reduce  the  level  of  hydrocarbon  vapors  enough  to 
keep  the  city  in  attainment." 

The  result  of  these  cooperative  actions  was  that  Tulsa 
was  able  to  maintain  its  healthy  air  quality.  As  Campbell 
says,  "Although  the  cost  of  the  Tulsa  project  could  not  be 
recovered  in  the  marketplace,  Sun's  efforts  helped  main- 
tain the  economy  and  quality  of  life  in  the  Tulsa  region. 
We  believe  this  type  of  cooperative  effort  between  busi- 
ness and  government  is  the  best  route  to  an  improved 
environment  and  helps  promote  what  is  best  for  the  com- 
munity as  a  whole." 

In  Sun's  core  Northeastern  marketing  area,  the  compa- 
ny has  formalized  this  approach  through  its  membership 
in  the  Eastern  States  Petroleum  Advisory  Group 
^ESPAG),  which  is  composed  of  1 1  East  Coast  refiner- 
marketers.  Sun  was  the  leader  in  forming  ESPAG,  and 
the  group's  mission  is  to  provide  educational  and  techni- 
cal assistance  and  resources  to  government  agencies, 
enabling  government  to  carry  out  its  environmental 
mandate  in  a  more  cost-effective  manner. 

DEVELOPING  WASTE  RECOVERY  SOLUTIONS 

One  of  the  results  of  the  Rio  "Earth  Summit"  is  a  grow- 
ing consensus  among  world  leaders 
that  it  is  indeed  possible  to  stimulate 
economic  growth  and  ensure  environ- 
mental improvement  at  the  same 
time.  Dr.  Robert  P.  Bringer,  top  envi- 
ronmental officer  at  3M,  says,  "We 
have  integrated  these  mutually  com- 
patible goals  into  our  operations  on  a 
worldwide  basis. 

"The  idea  is  to  prevent  pollution  by 


redesigning  our  products  and  processes  and  by  recycl 
and  reusing  residuals  from  manufacturing.  This  can 
reduce  the  amount  of  raw  materials  lost  in  pollution 
also  reduce  the  need  to  purchase  the  costly  equipmer 
needed  to  treat  it." 

3M's  formal  experience  with  pollution  prevention 
back  to  1975,  when  the  company  initiated  a  program 
called  "Pollution  Prevention  Pays,"  or  "3P."  Since  the 
program's  inception,  the  company  has  had  more  thar 
3,000  3P  projects  at  its  facilities  worldwide,  eliminati] 
over  1  billion  pounds  of  pollution  and  saving  the  co 
ny  more  than  $500  million. 

"Our  success  with  the  3P  program  has  encouraged 
to  set  new  goals,"  says  Bringer.  "By  the  year  2000,  we 
plan  to  cut  environmental  releases  from  our  operatio 
worldwide  by  90%.  Ultimately,  we  intend  to  approac 


Dr.  Robert  Bringer 
Environmental  Vice 
President,  3M 


zero  emissions  and  a  level  of  sustainable  developmei 
with  minimum  impact  on  the  environment." 

This  type  of  pollution  prevention  program  require 
the  active  participation  of  all  employees,  especially  tl 
on  manufacturing  lines  and  in  research  labs.  These  :\ 
the  people  who  can  recognize  pollution  prevention 
opportunities  and  know  how  to  handle  them.  For  exjj 
pie,  employees  at  3M's  subsidiary  in  Brazil  develope 
waste  recovery  program  for  one  manufacturing  iacili 
that  has  since  been  expanded  to  two  other  manufacj 
ing  sites  and  office  areas.  The  program  includes  trail 
on  how  to  segregate  wastes  in  order  for  them  to  be  pi 
erly  recovered.  As  a  result,  62%  of  all  waste  material 
generated  by  3M  Brazil  are  now  being  recycled  and 
reused,  and  the  percentage  is  rising  each  year. 

"Virtually  any  manufacturing  company  can  use  pi 
tion  prevention  as  a  part  of  its  waste  management  pr 
gram,"  says  Bringer.  "It's  a  common-sense  approach  j 
improving  businesses  and  environmental  performai 

INNOVATIVE  PACKAGING  THAT  DISAPPEARS 

As  landfills  in  the  United  States  rapidly  approach  cal 
ity,  industry  and  state  and  federal  governments,  as  m 
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Barth 

lirman  and  CEO 

-Geigy  Corp. 


as  consumers,  are  taking  a  close  look 
at  how  consumer  goods  are  packaged. 
More  than  ever  before,  groups  and 
individuals  see  packaging  as  a  major 
contributor  to  America's  solid-waste 
crisis.  Rather  than  wait  for  others  to 
make  decisions  for  it,  Ciba-Geigy 
Corp.  has  been  implementing  its  own 
changes  and  has  set  its  sights  on 
becoming  a  leader  in  innovative  waste- 
prevention  packaging, 
"iba's  chairman  and  chief  executive  officer,  Richard 
:th,  says,  "As  a  major  chemical  and  pharmaceutical 
inufacturer,  we  have  found  ways  to  limit  the  use  of 
all-quantity,  single-use  containers.  These  innovations 
letting  high  marks  in  the  environmental  area  by 
ing  the  amount  of  material  that  winds  up  in  a 
11." 

company  is  developing  new  packaging  in  all 
I  of  its  health  care,  agricultural  and  industrial  busi- 
js.  That  is  part  of  "Vision  2000,"  Ciba's  balanced 
imitment  to  social,  economic  and  environmental 
bonsibilities.  For  example,  Ciba's  agricultural  group 
[liminating  many  one-time-only  containers.  Some  her- 
pes are  now  packaged  in  reusable  1 10-gallon  "Farm- 
Is"  and  60-gallon  "Field-Paks."  After  five  years  of  ser- 
}',  these  "paks"  will  be  ground  up  and  used  to  make 

containers, 
[arth  asks,  "What  could  be  better  than  a  package  that 
ishes  when  used?"  When  a  25-pound  sack  of  Ciba's 
Inox  1076  antioxidant  is  added  to  the  production 
pess,  the  rubber-reinforced  polystyrene  bag  dissolves 
|  releases  the  chemical  into  the  polystyrene  mixture. 
I  agricultural  group  has  also  developed  soluble  pack- 
)g  for  its  low-rate  Beacon  and  Amber  herbicides, 
leby  minimizing  user-exposure  and  eliminating  the 


problem  of  disposing  the  container  afterwards.  And,  in  a 
first  for  the  textile  dyes  industry,  Ciba  packages  powder 
dyes  in  polyvinyl  alcohol  bags  that  dissolve  in  the  dye 
bath. 

The  packaging  philosophy  of  CIBA  Vision 
Corporation  (CVC),  the  company's  contact  lens  and 
lens-care  subsidiary,  is  simply,  keep  waste  to  a  minimum. 
CVC  selects  packaging  materials  with  an  eye  focused  on 
environmental  impact.  Patient  information  sheets  are 
printed  on  recycled  paper  and  all  consumer  cartons  are 
made  from  100%  recycled  board. 

"Two  years  ago,"  says  Barth,  "we  created  a  corporate- 
wide  packaging  task  force  to  develop  and  share  new  ideas 
for  alternative  packaging,  as  well  as  to  evaluate  the  effect 
of  packaging  legislation  on  our  businesses.  That  group 
works  closely  with  such  advisory  organizations  as  the 
American  Plastics  Council  and  the  Society  of  the  Plastics 
Industry  to  develop  positive,  environmentally  responsi- 
ble options  for  packaging  industrial  products. 

"In  addition  to  their  environmental  benefits,  our  pack- 
aging innovations  add  value  to  our  products  and  give 
Ciba  an  edge  in  the  highly  competitive  world  of  interna- 
tional business." 

"DESIGN  FOR  THE  ENVIRONMENT" 

Despite  other  challenges  confronting  this  nation, 
Americans  strongly  support  protection  of  the  environ- 
ment. To  their  credit,  some  companies  are  pursuing  new 
manufacturing  methods  that  address 
these  environmental  concerns  from 
beginning  to  end.  Xerox  Corp.,  for 
example,  which  has  manufactured 
millions  of  copiers  and  printers,  is 
making  a  decidedly  positive  environ- 
mental impact  through  its  "life-cycle 
design"  approach. 

The  company  has  adopted  a  cradle- 
to-grave  design  requirement  that 
incorporates  environmental  quality 
throughout  product  life  cycles:  raw  material  acquisition, 
manufacturing,  packaging,  use,  disassembly,  remanufac- 
turing,  recycling  and  final  disposition.  Called  the  "De- 
sign for  the  Environment,"  the  Xerox  approach  funda- 
mentally changes  the  way  engineers  think  of  designing 
new  products. 

Paul  Allaire,  chairman  and  chief  executive  officer, 
says:  "Xerox's  long-term  goal  is  to  create  a  commonality 
of  parts  for  our  machines,  so  that  as  product  lines  age, 
old  components  can  be  remanufactured  and  then  reused 
in  newer  models.  This  aggressive  asset-recycle  manage- 
ment not  only  makes  good  environmental  sense,  but  also 
makes  good  business  sense."  Since  the  beginning  of 
1991,  Xerox's  approach  has  shortened  the  asset  recycling 
time  from  several  years  to  several  months  and  con- 
tributed over  $100  million  in  savings  through  increased 
utilization  of  assets,  parts  reuse,  precious  material  recov- 
ery and  reduced  disposal  costs. 

The  strides  Xerox  makes  in  its  life-cycle  design  con- 


Paul  Allaire 
Chairman  and  CEO 
Xerox  Corp. 
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cept  also  benefit  the  environmental  stewardship  of  its 
customers.  For  example,  Xerox  was  the  first  company  in 
the  U.S.  to  feature  automatic  energy-saving  modes  in  the 
design  of  its  copiers,  printers  and  other  equipment.  The 
company  was  also  first  to  introduce  two-sided  copying 
and  two-sided  laser  printing  in  the  U.S.,  thus  reducing 
paper  usage  by  up  to  50%. 

In  response  to  customers'  concerns  about  disposable 
products,  Xerox  has  developed  a  new  kind  of  customer- 
replaceable  copy  cartridge  for  its  three  newest  conve- 
nience copiers.  The  new  copy  cartridge  is  designed  for 
easy  disassembly  and  rebuilding.  The  company  plans  to 
invest  $10  million  in  facilities  and  equipment  to  rebuild 
such  used  cartridges.  They  will  then  be  returned  to  the 
marketplace  in  guaranteed,  as-new  condition,  providing 
savings  to  share  with  customers. 

Allaire  says,  "We  are  committed  to  an  ongoing  search 
for  things  we,  as  one  company,  can  do  to  protect  the  envi- 
ronment. This  is  a  commitment  we  take  just  as  seriously 
as  the  quality  commitment  we  make  to  our  customers." 

ALTERNATIVE  TECHNOLOGIES  PROMOTE  GREATER  EFFICIENCY 

By  now,  most  people  are  aware  that  chlorofluorocarbons 
(CFCs)  damage  the  earth's  ozone  layer,  stripping  away 
protection  against  the  deadly  ultraviolet  rays  of  the  sun. 
CFCs  have  been  used  by  many  industries  for  a  variety  of 
commercial  purposes. 

One  of  the  major  uses  of  CFCs  by 
the  electronics  industry  is  to  clean  sol- 
dering flux  from  printed  circuit 
boards.  Application  of  a  flux  agent  is  a 
typical  step  in  the  manufacturing 
process  for  circuit  boards  and  takes 
Robert  E.  Allen  place  prior  to  soldering  so  the  solder 

Chairman  and  CEO     will  adhere  better. 
AT&T  AT&T  scientists  have  developed  a 

low  solids  fluxer  (LSF)  that  entirely  eliminates  the  need 
to  clean  electronic  circuitry  after  soldering.  While  other 
operation  methods  may  leave  excessive  residues  that 


cause  unacceptable  leakage  of  electrical  current,  this 
method  allows  flux  coatings  to  be  precisely  controllec 
during  application.  Because  they  leave  little  residue, 
solids  fluxers  do  not  require  cleaning  with  CFCs  or  a| 
other  cleaning  solution. 

Moreover,  while  LSF  was  developed  to  address  an 
environmental  concern,  it  also  has  other  benefits.  It  1<| 
ers  operating  costs,  reduces  manufacturing  steps,  cor 
serves  materials  and  produces  a  higher  quality  result] 
AT&T  has  saved  over  $3  million  in  circuit  board  cleaj 
ing  costs  since  switching  to  alternative  technologies. 

The  LSF  procedure  has  been  a  major  factor  in 
enabling  AT&T  to  cut 
its  emissions  of  CFCs 
by  more  than  75%. 
This,  combined  with 
other  initiatives, 
should  help  AT&T 
meet  its  goal  of  elimi- 
nating CFC  emissions 
from  its  plants  by 
1994.  The  company  is 
now  working  with 
others  to  support  sim- 
ilar efforts  throughout 
the  U.S.  and  is 
encouraging  international  businesses  to  follow  suit. 

Robert  Allen,  AT&T's  chairman  and  CEO,  says, 
"Achieving  environmental  excellence  takes  ingenuit 
dedication  and  investment,  but  it's  a  battle  we  can't 
away  from.  This  is  a  contribution  to  our  future.  Most 
AT&T  people  understand  the  connection  between  be 
a  market  leader  and  an  environmental  pacesetter.  I'r 
confident  we  can  be  both.' 


THE  BOND  BETWEEN  BUSINESS  AND  ENVIRONMENTALIST! 

Maurice  Strong,  secretary  general  of  the  United 
Nations  Conference  on  Environment  and  Develo 
ment  (UNCED),  said  at  the  "Corporate  Environ- 
mentalist^' conference:  "Environmentalism,  busi- 
ness and  government  are  inextricably  linked. 
Regulation  is  not  an  adequate  response.  We  are  in 
process  of  change  and  the  principle  agent  of  that 
change  is  Corporate  America." 

America's  companies  are  moving  ahead  to  meet 
the  environmental  challenge.  In  our  final  report,  i 
be  published  in  the  January  4,  1993  issue, 
"Corporate  Environmentalism:  Creating  Strategic 
Initiatives"  will  examine  programs  other  compani 
are  undertaking  to  meet  the  largest  challenge  we 
face  today:  the  corporate  investment  in  our  envi 
mental  future. 


—  6  — 


y&F 


■I 


■^■I^HHH 


UP  &  COMERS 


66  million — excluding  those  from 
o  local  banks,  which  Peterson  per- 
lally  owns. 

iarly  on,  Peterson  understood  that 
sing  chickens  was  a  commodity 
siness,  and  that  success  depended 
on  being  the  most  innovative,  low- 
cost  producer.  In  the  late  1940s, 
example,  Peterson  decided  to 
ck  his  chickens  directly  to  proces- 
Because  the  birds  were  sold  by 
ight  on  arrival  and  each  one  could 
e  half  a  pound  during  the  long  ride 
th  to  Chicago  or  Detroit,  Peter- 
developed  a  special  live-haul  trail- 
built  with  feeder  trays  for  3,200 
ds,  which  thus  fattened  themselves 
on  the  way  to  market.  Selling  the 
is  at  25  cents  a  pound,  Peterson 
aged  to  squeeze  out  an  extra 
,  or  15%,  per  truckload  of  birds 
n  they  reached  their  destination, 
the  years  Peterson  and  his 
bor/competitor  John  Tyson, 
der  of  Tyson  Foods,  expanded 
n  growing  chickens  into  process - 
chickens  and  marketing  the 
hered  birds  to  grocery  store 
s  and  food  service  companies, 
eterson  had  another  trick  up  his 
e.  In  the  late  1940s  he  began 
srimenting  on  the  side  with  selec- 
breeding  techniques.  He  devel- 
1  a  line  of  tough  male  breeder 
that  were  more  resistant  to 
es  than  other  breeder  birds, 
were  more  efficient,  too,  mean- 
ey  grew  faster  and  could  convert 
it  of  animal  feed  into  more  meat 
ein  than  competing  birds  could, 
l  the  1940s  it  took  12  weeks  for  a 


l)ver 


chicken  to  grow  to  4x/2  pounds,  and 
the  standard  convertibility  ratio — the 
number  of  pounds  of  feed  it  took  to 
produce  one  pound  of  live  weight — 
was  4-to-l.  Peterson's  superior  birds 
cut  those  numbers  dramatically,  mak- 
ing him  a  very  low-cost  producer. 

Today  Peterson's  chickens  reach 
standard  weight  in  just  six  weeks  and 
convert  food  to  protein  at  ratios  of  less 
than  2-to-l.  This  genetic  experimen- 
tation created  another  lucrative  busi- 
ness: selling  his  breeder  chicks  to  oth- 
er growers. 

This  year  Peterson  will  sell  nearly 
5  million  of  those  hardy,  efficient 
breeder  chicks,  which  have  become 
known  in  the  business  as  the  Peterson 
Male.      Peterson's      premium-price 


Chicks  headed  for 
inoculation  (above); 
the  Peterson 
Males  (left) 
Ain't  nobody 
here  but  us 
chickens. 


breeder  chicks  cost  about  $3.25  a 
head;  he  owns  and  operates  four  cor- 
porate-size planes  to  deliver  the 
chicks  to  growers  from  Georgia  to 
California.  On  foreign  sales  he 
charges  as  much  as  $32  per  chick, 
including  consulting  services  by  Pe- 
terson's staffers  on  such  things  as 
proper  breeding  techniques,  equip- 
ment and  feed  mixes. 

Peterson  now  sells  to  growers  in  40 
countries  on  five  continents,  often  in 
big  numbers — 14,800  to  South  Afri- 
ca, 15,000  to  Brazil.  A  couple  weeks 
before  Thanksgiving  Peterson  airlift- 
ed 4,000  breeders  to  Malaysia.  This  is 
more  complicated  than  it  sounds. 
Baby  chicks  live  without  food  or  water 
only  about  60  hours  after  hatching,  so 
for  Peterson  Industries  to  make  a  sale, 
the  deliveries  have  to  be  prompt. 
Chicks  have  to  be  hatched  and  sorted, 
de-combed  (so  they  won't  injure 
themselves  while  feeding)  and  inocu- 
lated before  they  leave  Decatur.  And 
getting  to  Malaysia  requires  changing 
planes  twice. 

Having  been  burned  several  times 
by  foreign  partners  and  customers, 
Peterson  exports  his  breeder  chicks 
stricdy  for  cash  on  the  barrel  head. 
"We  can  get  the  foreign  growers 
started,  show  'em  what  to  do,"  Peter- 
son says.  "But  if  their  money  doesn't 
get  here  before  the  birds  hatch,  they 
don't  get  the  birds." 

Altogether,  Peterson's  various  en- 
terprises are  worth  at  least  $100  mil- 
lion— make  that  $130  million  when 
you  include  Peterson's  4%  of  J.B. 
Hunt  Transport  Services.  Peterson's 
stake  in  the  trucking  firm  dates  back 
to  1961,  when  he  invested  $5,000 
with  his  enterprising  friend  and 
neighbor  Johnnie  Bryan  Hunt 
(Forbes,  Oct.  19). 

Although  he's  wealthy  beyond  any- 
thing he  might  have  imagined  in 
1939,  Peterson  isn't  in  the  same  net 
worth  league  as  fellow  Arkansans 
Donald  John  Tyson,  Johnnie  B. 
Hunt,  Jackson  Stephens  or  the  de- 
scendants of  Sam  Walton,  all  mem- 
bers of  The  Forbes  Four  Hundred. 
But  Peterson  doesn't  feel  competitive 
on  that  account.  "We  never  wanted  to 
be  the  biggest,"  Peterson  smiles  as 
another  of  the  Waltons'  Wal-Mart 
tractor- trailers  rumbles  past  his  head- 
quarters and  Decatur's  one  flashing 
red  street  light.  "Just  the  best."     WM 
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OurCompute$ 
To  Outlast  Most  Oi 


Pick  up  a  paper  and  you'll  no  doubt 
read  about  another  PC  company  on 
the  brink  of  collapse.  Does  it  matter? 
Not  much.  Unless  you're  stuck  with  a 
computer  that's  out  of  commission 
from  a  company  that's  out  of  business. 

In  the  80s,  it  seemed 
every  time  you  turned 
around  a  new  computer 
company  opened  up.  For 
a  while  it  looked  like  all 
you  needed  was  a  solder- 


!Tco!i^ 
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ing  iron,  a  toll-free  phone  the  less  likely  you're  going 

number  and  a  RO.  Box  to  to  be  successful  at  it. 


be  surprised  to  learn  1  ;nm  (, 


get  started. 

Ihose  days  are  over. 
The  market  has  matured. 
Customers  are  demanding 
more.  And  clone  compa- 
nies are  faced  with  an  ugly 
reality:  the  less  you  know 
about  making  computers, 


Writers  in  the  press  and 
financial  analysts  on  Wall 
Street  are  even  compiling 
lists  as  to  which  are  about 
to  go  under.  While  all  of 
these  involve  an  amount 
of  speculation  on  the  part 
of  their  authors,  you  may 


many  of  the  larger  cl 
companies  appear  on 


ter.  It  j, 


majority  of  them. 

It  is  not  a  questio 
whether  it  will  happe 
is  only  a  question  of  w 

All  of  which  m< 
that  choosing  the  r 
computer  compan) 
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:iiM>  every  bit  as  impor- 
■;al  I  choosing  the  right 
eiiif  :er.  It  is  no  longer 
5iu    to  compare  price, 
H  specs,  service  and 


and  then  come  to 

vision. 

all,  a  company  can 

all  of  the  service 

ort  in  the  world 


and  it  won't  much  matter 
if  their  toll-free  line  has 
been  disconnected. 

Which  is  why,  as  one 
leading  trade  publication 
puts  it,  "Planning  ahead 
for  more  COMPAQ  sys- 
tems has  rarely  looked 
more  prudent."* 

Because  not  only  are 


our  computers  some  of 
the  best  designed  and 
best  engineered  in  the 
world,  we're  also  success- 
fully positioned  for  the 
future.  In  fact,  the  introduc- 
tions of  our  affordable 
computers-the  COMPAQ 
ProLinea,   DESKPRO/i, 
Contura  and  ProSignia— 
were  the  most  successful 
in  our  company's  history. 

ISo  next  time  you  con- 
sider buying  a  PC  or  PC 
Server,  consider  COMPAQ. 
That  way  you'll  get  a  com- 
puter that  you  can  count 
on.  From  a  company  that 
you  can  count  on. 

For  more  information, 
call  1-800-345-1518  in 
the  U.S.,  and  in  Canada, 
call  1-800-263-5868. 


With  their  current  credit  and  cash 
flow  problems,  buying  computersfrom 
financially  vulnerable  clone  companies 

has  become  something  of  a  gamble. 


Though  this  one's  on  display  in  our 
Houston  offices,  some  of the  first 
COMPAQfCs  are  still  being  used. 
Obviously,  our  PCs  are  designed  to  be 
around  a  long  time.  So  is  the  company. 


comPAa 
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Gary  Groves  struggled  to  build  a  string  of  one-doctor 
medical  offices  in  southern  California. 
Then  he  discovered  the  joys  of  HMOs. 

Dr.  Hustle 


By  William  P.  Barrett 

Gary  Groves  has  hustled  all  his  life. 
When  he  was  8,  he  took  a  full-time 
summer  job  picking  fruit  for  50  cents 
an  hour.  Drafted  into  the  Air  Force 
after  medical  school  in  1971,  he 
moonlighted  by  giving  physical  ex- 
ams to  insurance  policy  applicants. 
Back  in  civilian  life  in  Loma  Linda, 
Calif,  two  years  later,  Groves  took  a 
job  as  a  doctor  in  an  emergency  room, 
where  they  really  hustle. 


But  not  even  emergency  room  duty 
could  absorb  all  of  Groves'  energy.  As 
a  sideline,  he  started  a  business:  sup- 
plying doctors  to  emergency  rooms. 

By  1978  Groves  was  managing  40 
emergency  room  doctors  spread 
around  ten  hard-to-cover  ambulance 
wards  in  San  Bernardino  and  River- 
side counties,  the  so-called  Inland 
Empire  area  east  of  Los  Angeles.  The 
money  Groves  took  in  he  reinvested 


I 

L 

by  opening  a  half-dozen  one-doc   ^ 

clinics. 

lip 

All   this  was   grueling  work,      ,,a 
more   so  because   Groves  opera  ' 
leanly  and  sometimes  had  to  pinch    >    T 
himself  when  a  doctor  couldn't  w  « 
an  overnight  shift.  He  began  to     $& 
that  he  was  working  hard  and  work  ; 
dumb,  like  a  field  ox.  "I  was  gett   **.-* 
disillusioned,"  says  Groves.  "I  wa 
ed  more  time  to  spend  with  my  fair  j 
and  I  wanted  more  control  over 
business." 

As  it  happened,  new  laws  passe<  ™ra; 
the  1970s  were  encouraging  the    }mx 
velopment  of  health  maintenance  Lv- 
ganizations.  hmos,  as  they  are  kno 
are    prepaid    health    care    insura  j£';fc 
plans  that  stress  preventive  medic 
Instead  of  patients  going  to  their  (  \, 
physician  and  then  submitting  the  ijv 
for  reimbursement,  they  go  to 
HMO-plan  medical  office. 

It  soon  struck  Groves  that  the 


Dr.  Gary  Groves, 
Pacific  Physician  • 
Services  chairmafcn 
and  avid 
moose  hunter 
"We  were  in 
right  place  at 
right  time  with 
the  right  prodi 
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aches  available  at  these  fine  jewelers: 
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Wilson  Jewelers,  5010  Burnet  Road 
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(ovberg  &  Sons,  292  Montgomery 
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i  Jewelers,  24  Newbury  Street  02 1 1 6 
6-2022 

CA 

:in's,  Inc.,  202  Crossroad  Blvd.  93923 

5-2522 

LIL 
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f  me  Ltd.,  9393  Montgomery  Road 

.13)793^330 

{■CO 

I  k  Jewelers,  7777  E.  Hampden 
K0231  (303)  755-3541 


elers,  73  Broadway  58102 
|!-2491 

y.CT 

I  Jewelers,  361  New  London  Turnpike 
3)633-1727 

cLNY 

Viggi  Ltd.,  26  Middleneck  Road 
116)  829-6161 

■LcT 

j  Jewelers,  121  Greenwich  Avenue 
1)3)622-1414 

Km 

tiian  Gems,  2301  Kalakaua  Avenue 
1815(808)926-2722 


ID 


,  351  Leadville  Avenue  83340 
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,IL 

elers,  3350  Devon  Avenue  60659 


CA 

Goldsmith,  956  North  Hill  Street 
289-6992 


welers,  224  SE  1st  Street  33131 
>0739 

Park,CA 

Goldsmith,  410-D  S.  Atlantic 
(213)623-3645 
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22  Canal  Street  70130-2310 
5292 

ach,CA 

I  Jewelers,  203  Newport  Drive, 
'     192660(714)721-9010 

,NY 

;  Corp.,  700  Fifth  Avenue 
>\  397-9000 

elers,  509  Madison  Avenue  10022 
0505 

/elers,  Waldorf  Astoria  Hotel,  301 
ue  10022 (212)  751-9824 

nc.,  500  Madison  Avenue  10022 
3265 

nc.,  635  Madison  Avenue  10022 

.880 

■*,FL 

■  aim  Beach,  337  Worth  Avenue 
if)  655-4844 

■  nc.,  175  Worth  Avenue  33480 
OC  -58 !  2 

■  C 

■  Company  Inc.,  1803  Oberiin  Road 

B)  781-1293 

■  ,VA  - 
BH  td,  1 50  Sovran  Plaza  23277 
l|7f)191 

*»,TX 

■  ine  Jewelry,  1 74  North  Star  Mall 
■)  340-4074 
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The  automatic  Da  Vinci® 
chronograph  by  IWC. 
With  perpetual  calendar 
and  moon  phase  display. 
We  won't  need  to  change 
a  word  of  this  ad  until  2100. 


$21,995  *  /\  8  carat  yellow  gold 
^Manufacturers  suggested  retail  price 

A  thousand  years  from  now,  we  will  still  no 
doubt  be  measuring  and  planning  our  time  with 
the  same  down-to-the-second  precision  we 
know  today.  But  it  seems  unlikely  that  we  will 
be  able  to  slow  time  down,  let  alone  stop  it 
completely.  We  believe  a  watch  should  take  fac- 
tors such  as  these  into  consideration  and  move 
with  the  times.  Which  effectively  means  an  eter- 
nity. These  relatively  high  aspirations  led  us  to 
create  one  of  the  most  complex  mechanical 
wristwatches  the  world  has  ever  seen:  the  Da 
Vinci  automatic  chronograph  with  perpetual 
calendar  and  moon  phase  display. 
The  Da  Vinci  shows  the  exact  time  in  seconds, 
minutes  and  hours,  and  has  a  chronograph 
accurate  to  '/g  of  a  second.  Various  windows  and 
displays  show  the  current  phase  of  the  moon, 
the  date,  the  day-of-the-week,  the  month,  the 
year  and  the  century.  It  "knows"  precisely 
whether  a  month  has  28,  29,  30  or  3 1  days  and 
displays  the  correct  date  even  in  leap  years.  This 
timepiece  will  continue  to  do  so  unerringly  until 
the  year  2100.  For  then,  according  to  the  calen- 
dar devised  by  Pope  Gregory  XIII,  a  leap  year 
will  be  omitted.  Which  is  why  Da  Vinci  owners 
should  make  an  appointment  with  their  watch- 
makers, to  make  the  tiny  adjustment  necessary. 
With  the  best  will  in  the  world,  there  is  abso- 
lutely nothing  we  can  do  to  change  that. 


IWC 

C&nce  /SOS 

For  further  information  and  a  complete  catalogue  on  all  IWC  masterpieces 
please  call  1-800-432-9330 
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surance  companies  peddling  hmo 
packages  to  Inland  Empire  employers 
had  no  clinics  or  doctors  to  provide 
care.  To  fill  this  glaring  void,  in  1980 
Groves,  through  his  fledgling  compa- 
ny, Pacific  Physician  Services,  Inc., 
offered  to  supply  die  hmo  organizers 
with  doctors  and  clinics.  The  organiz- 
ers could  then  concentrate  on  mar- 
keting health  care  services  to  local 
businesses. 

As  employers  have  struggled  to 
control  medical  insurance  costs, 
health  maintenance  organizations 
have  grown  in  popularity  and  Groves' 
business  has  mushroomed.  Today  Pa- 
cific Physician,  based  in  Redlands, 
Calif.,  furnishes  care  under  contract 
for  15  of  16  insurance  company-or- 
ganized hmos  operating  in  the  Inland 
Empire,  covering  146,000  people. 
The  company's  revenues  have  grown 
from  $17  million  in  1987  to  $101 
million  for  the  1992  fiscal  year,  ended 
July  31 .  Earnings,  $4.3  million,  or  69 
cents  a  share,  in  fiscal  1992,  are  ex- 
pected to  jump  22%  this  year,  to  84 
cents  a  share. 

Groves  took  Pacific  Physician  pub- 
lic in  November  1991.  The  compa- 
ny's stock,  recently  trading  over-the- 


counter  at  14V4,  is  up  30%  over  its 
initial  public  offering  price.  Groves 
and  his  family  own  42%,  worth 
around  $40  million.  Chief  Financial 
Officer  Ronald  Lossett,  who  came 
aboard  at  Pacific  Physician  in  1982 
and  is  the  financial  brains  behind  the 
company,  owns  nearly  12%,  worth 
over  $10  million. 

The  trick  to  making  money  in 
Groves'  business  is  the  same  thing 
that  makes  employers  embrace  HMOs: 
cost  containment.  Between  stipends 
from  the  hmo  plan  and  copayments 
from  patients,  Groves  gets  only  about 
$49  a  month  per  patient.  In  return  he 
has  to  provide  virtually  all  the  nonhos- 
pital  medical  care  a  covered  person 
requires,  stay  clear  of  ambulance- 
chasing  lawyers  and  coordinate  any 
hospitalization. 

Economies  of  scale  help  Groves 
keep  costs  down.  For  example,  he 
pays  $1.2  million  a  year  for  malprac- 
tice insurance  for  all  of  Pacific  Physi- 
cian's 200  doctors,  far  less  than  the 
cost  of  individual  policies.  A  central 
ized  computer  system  manages 
scheduling,  keeping  doctors  and 
nurses  busy  and  waiting  rooms  fully 
occupied.      Physician      committees 


monitor  major  medical  decisions  ice  an 
discourage  waste,  like  excessive  met  odin." 
cal  tests. 

Groves,  who's  now  47,  is  the  first 
admit  that  luck  played  a  major  role  ghncs 
his  success.  "We  were  in  the  rig  But 
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POWERED  BY 
MOTOROLA 


With  the  full  power  of  an  Apple'  Macintosh"  computer  packed  into  its  sleek 
frame,  the  PowerBook*  is  a  mighty  machine  for  doing  battle  on  the  road. 
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Ronald  Lossett, 
Pacific  Physician 
chief  financial  officer 
The  trick  to  mak- 
ing money  is  cost 
containment. 


ice  at  the  right  time  with  the  right 
xiuct,"  he  says.  Groves  notes  that 
Inland  Empire's  population 
elled  by  1  million  people  during  the 
pities. 
But  Groves  knew  how  to  capitalize 


on  his  good  fortune.  To  compete  with 
the  nonprofit  Kaiser  Permanente 
plan,  which  covers  427,000  people  in 
Pacific  Physician's  territory,  Groves 
opened  more  locations — he  now  has 
23  in  the  800-square-mile  service 
area,  compared  with  Kaiser's  13.  The 
added  convenience  made  Groves'  ser- 
vices easier  to  market.  And  while  Kai- 
ser tries  to  route  hospital  patients  to 
the  two  Kaiser-owned  hospitals  in  the 
region,  Groves  deals  with  seven  area 
hospitals,  cutting  the  traveling  dis- 
tance from  home  for  many  patients 
while  yielding  Pacific  Physician  a  fee 
for  managing  hospitalizations. 

And  by  locking  up  the  Inland  Em- 
pire HMO  market,  save  Kaiser,  Groves 
has  another  advantage.  If  an  employer 
shifts  HMO  plans,  chances  are  Groves' 
clinics  will  still  get  the  business. 

Energetic  doctors  help  Pacific  Phy- 
sician's bottom  line,  too.  Groves  ac- 
tively recruits  doctors  who  are  finish- 
ing their  residencies,  hiring  about  22 
a  year.  General  practitioners  get  a 
minimum  of  $108,000  a  year  to  start, 
plus  such  benefits  as  free  malpractice 
insurance  and  bonuses — including 
stock  options — if  they  are  especially 
productive. 


A  general  practitioner  might  make 
more  in  private  practice — but  only  at 
greater  risk  and  investment  of  person- 
al capital.  "We  hire  doctors,  let  them 
practice  medicine  and  take  over  the 
administrative  functions,"  says 
Groves.  "What  you  get  is  much  better 
care."  Turnover  of  the  company's 
doctors,  he  says,  is  only  5%  annually. 

Virtually  debt  free  and  with  $23 
million  ($3.71  a  share)  in  cash  and 
marketable  securities,  Pacific  Physi- 
cian is  expanding.  In  August  Groves 
bought  a  seven-doctor  clinic  in  the 
San  Diego  suburb  of  Chula  Vista,  and 
is  now  marketing  the  clinic  to  local 
hmos.  His  plan  is  to  ultimately  cluster 
clinics  in  the  area,  as  he's  done  in  the 
Inland  Empire.  Groves  says  he  is  also 
considering  expansion  beyond  Cali- 
fornia, where  nearly  half  the  state's 
insured  population  is  now  enrolled  in 
health  maintenance  organizations. 
He  figures  he'll  do  well  if  the  Clinton 
Administration  uses  the  power  of  the 
marketplace  to  control  health  care 
costs  (see  story,  p.  140). 

"We're  on  the  solution  side  of  the 
health  care  crisis,"  says  Groves.  "We 
control  costs,  and  we  are  not  the 
government."  WM 
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I  The  PowerBook's  tactical  advantage  comes  from  Motorola's  powerful,  yet  fuel-efficient  68030  micropro- 
|  cessor.  From  computers  to  videophones,  the  world's  most  innovative  products  are  powered  by  Motorola. 
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Tired  of  the  rat  race,  traffic  jams,  polluted  air?  Then  how 
about  the  mountain  states?  Thousands  are  turning  this 
dream  into  reality,  and  these  states'  economies  are 
doing  much  better  than  the  U.S.  as  a  whole. 

"A  helluva  place 
to  have 
a  business" 


By  Richard  L.  Stern  and  Toddi  Gutner 


Horace  Greeley  didn't  actually  say 
"Go  West,  young  man."  What  the 
great  newspaperman  said  in  the  19th 
century,  was  this:  "Turn  your  face  to 
the  Great  West  and  there  build  up  a 
home  and  fortune."  Albert  Sind- 
linger,  the  8  5  -year-  old  economist 
who  regularly  surveys  national  house- 
hold economic  well-being,  is  sure  that 
Greeley  would  have  amended  the 
phrase.  "If  Greeley  were  alive  today," 
says  Sindlinger,  "he  would  add,  'And 
stop  at  the  Rockies.'  " 

Sindlinger's  surveys  show  that  the 
economies  of  the  six  western  moun- 
tain states  that  hem  in  the  Rocky 
Mountains — Colorado,  Idaho,  Mon- 
tana, Nevada,  Utah  and  Wyoming — 
are  doing  much  better  than  the  U.S. 
economy  as  a  whole.  While  a  majority 
of  people  in  the  U.S.  claim  they  have 
less  money  to  spend,  most  people  in 
these  six  states  tell  Sindlinger  that 
they  are  better  off  today  than  they 
were  four  years  ago. 

"We  don't  know  the  meaning  of 
the  word  'recession,'  "  says  36-year- 
old  Brian  Gardiner,  vice  president  of 
$3.5  million  (sales)  rmb  Products 
Inc.,  a  custom  molder  of  plastic  prod- 
ucts. The  little  company  is  relocating 
from  Simi  Valley,  Calif,  to  Fountain, 
Colo.,  about  10  miles  south  of  Colo- 
rado Springs. 

"This  is  truly  the  good  life,"  says 
Steve  Haber,  reclining  in  his  hot  tub 
at  his  home  in  Vail,  Colo.  "It's  a 
helluva  place  to  have  a  business." 
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Phone  in  hand,  he's  conducting  busi- 
ness for  his  $20  million  (sales)  compa- 
ny, which  holds  the  U.S.  rights  for 
Bolle  ski  goggles  and  sports  sunglass- 
es (see  box,  p.  132). 

Haber  is  one  of  many  who  are  able 
to  live  and  work  where  they  want  in 
the  mountain  states. 

Idaho  and  Utah  over  the  last  two 
years  have  led  the  nation  in  job 
growth  in  percentage  terms  (though 
from  a  low  base),  and  all  6  of  the  states 
rank  in  the  top  11  in  employment 
growth. 

Personal  income  grew  in  all  six 
states  by  significandy  more  than  the 
national  average  of  3.5%  in  1991. 
Personal  income  growth  in  the  sec- 
ond quarter  of  1992  ranged  from 
5.6%  in  Colorado  to  8.4%  in  Mon- 
tana, according  to  Philadelphia-based 
Regional  Financial  Associates.  The 
national  average  was  4.6%. 

Another  good  indicator  of  eco- 
nomic robustness:  Building  permits 
in  five  of  these  states  (Nevada  is  the 
exception)  are  up,  too.  They  have 
risen  by  at  least  40%  since  January, 
versus  a  national  average  of  15.6%. 

For  a  century  or  more  the  majestic 
beauty  of  the  mountain  states  has 
exerted  a  strong  pull  on  Americans 
from  densely  populated  urban  cen- 
ters. But  until  recently,  unless  you 
were  a  cowboy  or  a  miner,  it  was  all 
but  impossible  to  earn  a  living  in  many 
parts  of  the  territory. 

The    telecommunications    revolu- 


tion has  changed  that  irrevocably.  F 
better  or  worse,  satellites,  fax  n 
chines,  telephone  lines  and  ccllu 
service  have  removed  these  stat 
from  their  splendid  isolation  and  ti 
them  into  the  rest  of  the  country, ; 
the  world  (Forbes,  Nov.  23). 

Add  Federal  Express,  and  any 
with  some  imagination  can  ea 
living  in  even  the  remotest  locatio 

Another  factor  in  the  growth ofl 
mountain  economies  has  been  t 
determination  of  politicians  in  ot 
states — California  in  particular- 
drive  businesses  away  with  high 
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SEND  FOR  FREE  INFORMATION 


ANNUAL  REPORTS 


1.  Ameritech  1-800-242-8580 

2.  Freeport-McMoRan 


BUSINESS  TO  BUSINESS 


3.  AMBAC  Idemnity  Corporation 

4.  American  Express  Corporate  Card 

5.  Anacomp,  Inc. 

6.  Astra  Jet 

7.  Cessna  Citation 

8.  EDS 

9.  Exide  Electronics  Corporation 

10.  Federal  Express 

11.  Fujitsu  Network  Transmission 
Systems,  Inc./CMT  Division 

12.  Hitachi  T.V.  Conferencing 

13.  Lanier  Copier  Division 

14.  Lanier  Voice  Products  Division 

15.  Management  Recruiters 
International 

16.  NECC&C 

17.  Panasonic  Office  Automation 

18.  Payroll  Options  Unlimited  Inc. 
1-800-966-6654 

1 19.  Raytheon  Company 

20.  Samsung  Group 

21.  Schott 

122.  Talking  Technologies 

|23.  Tandy  Corporation/Radio  Shack 


FINANCIAL  SERVICES 


24.  American  Re-Insurance 

25.  Argentina  Ministry  of  Economy 

26.  Berger  Associates 
1-800-333-1001 

27.  Charles  Schwab  &  Company 

28.  CIGNA  Corporation  * 

29.  Conseco  1-800-426-6732 

30.  The  Equitable  Companies 
Incorporated 

31.  Franklin  Resources 

32.  Johnson  &  Higgins 

33.  MBIA 

34.  Merrill  Lynch 

35.  NASDAQ 

37.  T.  Rowe  Price  International  Funds 
1-800-541-6138 

36.  Van  Kampen  Merritt 

38.  Wealth  Creation  Centers 
1-800-932-5841 


AREA  DEVELOPMENT 


39.  Argentina  Ministry  of  Economy 

40.  Con  Edison 

41 .  Economic  Development 
Partnership  of  Alabama 

42.  Fisher  Island 

43.  German  Ministry  of  Economics 

44.  North  Carolina  Department  of 
Economic  &  Community  Development 

45.  State  of  Connecticut  Department  of 
Economic  Development 


CONSUMER  PRODUCTS/SERVICES 


46.  Argentina 

47.  Brother  "IntelliFax"  Fax  Machines 

48.  CIGA  Hotels 

49.  Colorado  Tourism  Vacation  Kit 
1-800-COLORADO  Ext.  683 

50.  Four  Seasons  Los  Angeles 
at  Beverly  Hills 

51.  IMPRIMIS,  Hillsdale  College 
1-800-535-0860 

52.  International  Watch  Co. 
1-800-432-9330 

53.  Jeager-LeCoultre 

54.  Jeep/Eagle  Division  of  Chrysler 

55.  Konica  Business  Machines 
U.S.A.,  Inc. 

56.  Korean  Air 

57.  LEXUS  AUTOMOBILES 

58.  Mayer's  Jewelry  Company  of 
Hollywood,  Florida 

59.  Olympus  Corporation 

60.  Parker  Pen  USA  Ltd. 

61 .  Patek  Philippe 

62.  Phillips  Petroleum  Company 

63.  Pontiac 

64.  Rolex 

65.  Sheaffer 

66.  Van  Heusen 

67.  Waldorf=Astoria 

68.  Winecellars  USA 
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1.  Which  of  the  following  describes  3.  How  many  employees  in 

your  company?  your  company  worldwide? 

a.  □  Manufacturing  and  Processing  t.  □  Under  100 

B.  Q  Transportation,  Communications,  Public  Utilities     u.  G  1 00-999 

c.  □  Construction,  Engineering,  Mining,  Oil/Gas      v.  □  1 ,000  or  more 

o.  □  Finance,  Insurance,  Real  Estate,  Accounting 

e.  □  Wholesale,  Retail  Trade 

f.  _)  Service 
G.Q  Government 
h.  □  Other  (please  specify) 


4.  How  did  you  obtain  this 
issue  of  FORBES? 

w.Q  Subscription 

x.  -1  Newsstand 


2.  What  is  your  title? 

i.  □  Chairman  of  the      n.  □  General  Manager 
Board 

J.  □  President 

K.Q  Vice  President 

L.  U  Controller.Treasurer, 
Secretary 


o.  J  Division  Manager 
p.  □  Department  Manager 
Q.  □  Other  Manager 
R.  J  Student 


y.  □  Other  (office  copy,  from 
friend,  etc.) 

5.  Where  are  you  reading 
this  issue  of  FORBES? 

z.  □  At  home 
aa.  □  At  the  office 
BB.  □  In  transit 
cc.  □  Other  (please  specify) 
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id  red  tape. 

'When  I  began  recruiting  compa- 
tes  from  California  five  years  ago, 
ley'd  say  'Where  the  hell  is  Coeur 
'Alene  and  why  should  I  leave  Cali- 
>rnia?'  "  says  Robert  Potter,  eco- 
>mic  recruiter  for  Coeur  d' Alene, 
laho  (pop.  25,000),  one  of  the  most 

autiful  small  cities  in  America,  and 
r  the  surrounding  Kootenai  Coun- 

Not  anymore,  says  Potter. 

Potter's  latest  coup:  Harpers,  a 
anufacturer  of  office  furniture,  will 
•  bringing  600  jobs  from  Torrance, 
ifif. 


The  third  factor  is  the  way  some  of 
the  mountain  states  have  decided  to 
encourage  inward  investment.  Colo- 
rado, Utah,  Nevada  and,  to  an  extent, 
Idaho  are  offering  incentives — in- 
cluding tax  abatements,  low-interest 
loans  and  employee  training  pro- 
grams— to  companies  to  create  jobs 
in  their  regions. 

Nevada,  which  has  no  corporate  or 
individual  income  tax,  has  gained  53 
companies  in  the  past  year,  19  of  them 
from  California.  Timothy  Wood,  vice 
president  of  Joliet  Pattern,  moved  his 
small  graphics  display  and  promotion 


Steve  Haber  and  the  good  life 
Running  his  $20  million  (sales) 
Bolle  ski  goggle  and  sports  sunglasses 
firm  from  hot  tub  at  home  in  Vail. 


company  last  year  from  southern  Cali- 
fornia to  Sparks,  Nev.,  east  of  Reno. 
"Nevada  is  as  concerned  as  California 
over  the  environment,"  says  Wood. 
"But  unlike  California,  Nevada  makes 
it  easy  for  companies  to  get  the  per- 
mits they  need." 

By  any  reasonable  standard,  the 
mountain  states  top  the  quality-of-life 
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Innovative 


It's  a  challenge  to  the  competition  and  a  work  ethic  here 
at  Chemical  Banking  Corporation. 

It  pledges:  be  effective  enough  to  make  yourself  indispensable 
to  your  customer;  anticipate  trends  that  benefit  your  customer; 
create  products  and  services  that  are  fresh  and  new. 


%%  Chemical 


It  says  don't  take  relationships  for  granted,  an  important  c 
because  we're  first  on  so  many  fronts:  first  in  primary  relatiohshi 
with  U.S.  corporations,  first  in  loan  syndication  worldwide  and  I 
in  serving  middle  market  companies,  for  example. 

At  Chemical  the  raw  materials  of  innovation  are  capital 


hi 


-■.... 


-■ngth  combined  with  intellectual  currency. 

Our  shareholders'  equity  now  totals  $9.6  billion,  a  strong 
tal  base  that  supports  a  powerful  presence  in  key  markets  and 
ks  to  the  benefit  of  our  customers  everywhere. 

Intellectual  currency  is  the  intelligence,  ingenuity,  drive  and 


knowledge  our  people  use  to  meet  clients'  financial  needs. 

We  use  intellectual  currency  and  capital  strength  to  innovate 
across  all  markets  and  all  functions.  If  you  are  a  customer  of  ours,  or 
if  you  become  one,  hold  us  to  our  pledge.  We'll  help  you  innovate  so 
you  can  leave  your  competition  in  your  wake. 


Intellectual  Currency.  Capital  Strength.5 


1 1992  Chemical  Banking  Corporation 
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Mountain  states 
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Where 
business 
is  growing 


league.  Telecommuting  from  Living- 
ston, Mont.,  Alex  Squillace  runs  a  $1 
billion  investment  portfolio  for  about 
70  small  banks  in  the  Midwest  and 
West.  When  he  gets  tired  of  staring  at 
his  Bloomberg  screen,  Squillace  can 
gaze  out  at  the  Yellowstone  River 
flowing  below  his  office  window.  The 
hit  film  A  River  Runs  Through  It  was 
filmed  nearby. 

But  there's  more  to  the  attraction 
than  the  crisp  air,  amazing  scenery 
and  outdoor  sports.  Crime  rates  are 
about  half  the  national  average  (ex- 
cluding big  mountain  state  cities  such 
as  Denver  and  Las  Vegas).  John  Dat- 
sopoulos,  an  independent  export  rep- 
resentative for  some  U.S.  high-tech 
medical  equipment  companies,  is 
based  in  Missoula,  Mont.  He  recently 
had  a  group  of  Philippine  customers 


Cheap  costs  of  housing  and  doing  busi- 
ness are  why  the  six  western  mountain 
states  are  attracting  business  from  Cal- 
ifornia and  the  rest  of  the  country. 


in  town.  "They  were,"  he  says, 
"dumbfounded  that  I  didn't  lock  my 
doors  at  night." 

Datsopoulos  says  that  one  of  his 
guests  will  be  back  this  summer  look- 
ing for  property  along  30-mile-long 
Flathead  Lake,  about  70  miles  north 


Hot  spots  where  businesses 
and  their  employees  are 
finding  a  better  way  of 
life  in  the  western 
mountain  states. 


of  Missoula. 

Welfare  costs  in  the  mour 
states  are  lower,  too.  For  the  lai 
year  available,  public  aid  recipient 
the  six  states  as  a  percentage  of  poj 
lation  range  from  a  low  of  2.69 
Idaho  to  4.6%  in  Montana.  The 
tional  average  is  6.1%;  in  Califoti 
the  percentage  is  8.8%. 

Joliet   Pattern's  Tim  Wood 
schools  played  a  big  role  in  his  d{ 
sion  to  flee  California  for  Nevil 
>  Wood  says  an  employee 
I  ports     that     the     Califo^ 
|  school  her  kids  used  to  atti 
|  had   an   absentee   rate 
s  than   double   that   in   Re 
where  it's  well  under  10%. 
Exclude    the    fanciest 
areas,  and  housing  is  a 
bargain    (see  table  below)\ 
typical  three -bedroom  he 
costing         $300,000 
$400,000  in  many  Los 
les  suburbs  costs  maybe  $100,00" 
bustling  Colorado  Springs,  and  le;j 
more  distant  places. 

Roughly  speaking,  one  can  dil 
the  mountain  states'  business  n| 
comers  into  two  groups:  people 
arrive  with  whole  companies  and  1 


Why  businesses  are  leaving  California 

State 


California 

Colorado 

Idaho 

Montana 

Nevada 

Utah 

Wyoming 

National  average 


Average 

Median 

Utility 

Average 

hourly 

house 

rate 

unemployr 

wage1 

price2 

(cents)3 

rate4 

$12.42 

$211,100 

9.10 

9.4% 

11.49 

96,900 

5.79 

5.5 

11.24 

84,400 

4.23 

6.6 

12.52 

80,900s 

5.11 

6.8    j 

11.88 

111,200 

6.32 

7.0    1 

11.30 

79,500 

6.06 

5.2 

11.32 

69,900s 

5.29 

5.4 

.51 


103,500 


7.45 


7.5 


1  For  manufacturing;  September  1992.  2  For  house  in  Los  Angeles,  Denver,  Boise,  Reno,  Salt  Lake  City;  third-qu 
1992.  3  Average  revenue  per  kilowatt-hour,  commercial  use,  for  1991.  4For  September  1992.  5  Average! 
for  house  in  Missoula.  6  Average  price  for  house  in  Cheyenne. 
Sources:  Bureau  of  Labor  Statistics;  National  Association  of  Realtors;  Edison  Electrical  Institute;  Lambros  Real  fs 
Missoula,  Mont.;  Department  of  Administration  &  Information,  Cheyenne,  Wyo. 
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Like  The  Rarest  Wines,  These  Cigars 
Do  Not  Come  Along  Every  Year. 


have  searched  for  finer  and  finer 
ium  cigars  through  the  years,  you  are 
lone. 

same  quest  has  been  known  to  take 
across  oceans  as  well  as  continents  and 
[noved  certain  connoisseurs  to  purchase 
kations  all  their  own. 
has  also  consumed  the  passions  of  the  men 
acanudo  for  more  than  a  century, 
[an  age  of  machines,  the  men  of  Macanudo 
gone  on  making  their  cigars  step  by  step  by 
il,  always  with  the  finest  tobaccos,  always 
Je  pursuit  of  perfection, 
[thout  question,  their  crowning  achievements 
icanudo  Vintage  Cabinet  Selection  cigars, 
ige  years  are  as  rare  for  fine  cigars  as  they 
fine  wines,  for  only  the  richest  of  harvests 
ield  some  tobacco  leaves  whose  qualities 
as  the  grades  that  we  demand  for  other 
ludo  cigars. 

long,  fine  filler  leaves  are  grown  in  the 
)bean.  Our  dark,  supple  binder  leaves  are 
on  the  rich  San  Andres  tobacco  farms  of 
:o.  Our  distinctive,  costly  wrapper  leaves  are 
in  the  fertile  Connecticut  Valley.  Yet  even  in 
ige  year,  no  more  than  several  bales  of 
I  are  worthy  of  a  Macanudo  Vintage 
iet  Selection. 


TEGO^C 


§To  enhance  the  inherent  superiority 
of  our  vintage  leaves,  our  master  cigar- 
makers  age  them  even  more  gradually 
than  they  age  our  other  tobaccos. 
The  leaves  are  aged  for  two  years  while 
still  in  their  bales.  As  they  are  carefully 
blended,  the  leaves  are  aged  again.  And  after 
the  leaves  are  finally  bound,  then  wrapped,  and 
appear  to  be  finished  cigars,  they  are  aged  once 
more,  this  time  in  a  room  of  Spanish  cedar.  Then, 
on|y  after  long  weeks  of  undisturbed  slumber,  the 
tobaccos  are  truly  married,  truly  one. 

A  limited  edition  by  nature,  each  Macanudo 
Vintage  Cabinet  Selection  in  its  hand-crafted 
cedar  cabinet  is  more  than  three  years  in  the 
making.  And  if,  from  time  to  time,  the  cigars  are 
not  as  readily  available  as  you  would  like,  their 
extraordinary  taste  and  aroma  will  soon  reward 
your  patience. 

For  the  location  of  the  tobacco  shop  nearest 
you  where  you  can  purchase  Macanudo  Vintage 
Cabinet  Selection  cigars,  simply  call  1-800-955-5996. 

At  long  last,  your  search  for  the  rarest  of  cigars 
will  have  come  to  an  end. 

Macanudo  Vintage 
Cabinet  Selection 


One  day  your  child  turns  sixtea 
and  you  let  them  borrow  the  keyj 
to  the  wagon.  It  is,  after  all,  a  ve 
dependable  automobile  with  som< 
substance  to  it.  The  body  is  solidl1 
made  of  steel  electro-galvanized  01 
both  sides.  There  are  side-impacjp 
beams  in  the  doors  and  reinforce 
roof  pillars.  (Parents  have  to  think 
these  sorts  of  things,  you  know) 
an  extra  measure  of  reassurance  oj 
rain-slick  road  surfaces,  an  advance* 
anti-lock  braking  system  helps  th< 


Mot,,,!,,     In 


river  retain  steering  control.  In  the 
vent  of  a  collision,  it's  comforting 
:o  know  that  there  are  large  front 
nd  rear  "crush  zones"  engineered 
to  absorb  the  optimum  amount  of 
kinetic  energy  before  it  reaches  the 
assenger  compartment.  On  the 
side,  there  is  a  driver's  side  airbag 
if  nd  seat  belts  up  front  anchored  at 
hree  separate  points.  Still,  there  are 
|ome  things  even  a  teen-ager  can 
ijippreciate,  like  a  high-power  stereo 
stem,  a  power  moonroof,  power 
indows,  air  conditioning,  cruise 
Ff  ontrol  as  well  as  a  large  fold-down 
ar  seat.  Wait  a  minute.  On  second 
lought,  your  kid  can  take  the  bus. 
te  Accord  EXWagon 


IHOND A 
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Mountain  states 


Struggling  in 
Steamboat  Springs 

Being  in  the  right  loca- 
tion making  the  right- 
sounding  products  may 
be  good  for  the  soul,  but  it 
doesn't  guarantee  finan- 
cial security.  Two  small 
businesses  in  Steamboat 
Springs,  Colo,  are  finding 
out  that  all  the  healthy 
mountain  air  in  the  world 
doesn't  add  up  to  a 
dollar's  worth  of  working 
capital. 

Kent  Eriksen,  37,  Mi- 
chael Sanders,  35,  and  Trip 
Harrelson,  29,  manufac- 
ture Moots  mountain 
bikes.  These  lightweight 
titanium -frame  and  steel - 
frame  bicycles  sell  for 
$2,000  to  $5,000  and  are 
widely  acknowledged  to 
be  worth  the  money. 

Also  among  the  best, 
according  to  Outside  maga- 
zine, are  the  hip  packs 
and  hiking  packs  made  a 
few  blocks  away  by  Bryan 
Alkema  on  the  ground 
floor  of  his  Victorian 
house,  at  his  Bryan  Alkema 
Savage  Designs. 

Alkema  began  design- 
ing his  own  packs  for  na- 
tional and  international 
bicycle  tours  he  took  with 
his  wife.  During  these 
trips  they  decided  Steam- 
boat was  where  they 
wanted  to  live. 

The  entrepreneurs  are 
living  where  they  want  to 
live,  but  both  businesses 
are  struggling.  The  princi- 
pals complain  that  bigger 
companies  have  made  use 
of  some  of  their  most 


dreds  of  employees;  and  solo  entre- 
preneurs who  can  work  out  of  a  brief- 
case on  a  cellular  phone.  People  in  the 
latter  group  tend  to  setde  in  the 
West's  fancy  towns — Vail,  Telluride 
and  Steamboat  Springs,  in  Colorado; 
Jackson  Hole,  Wyo.;  Bozeman, 
Mont.;  Sun  Valley  or  Coeur  d'Alene, 
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innovative  ideas. 

Eriksen,  a  pioneer  in 
mountain  biking  and  a  top 
bicycle  designer,  has  been 
fighting  for  over  1 7  years 
against  large  and  power- 
ful competitors.  He 
recendy  was  joined  in 
heavily  indebted  Moots  by 
Sanders  and  Harrelson; 
they  had  worked  at  the  ski 
mountain  and  at  other  lo- 
cal jobs.  They  invested  in 
Moots  in  September 
1991  and  now  they  are  ma- 
jority owners. 


Moots'  sales  might  hit 
$500,000  next  year,  plus 
about  the  same  again  in 
sales  from  their  retail  bike 
shop,  which  sells  other 
brands  in  addition  to 
Moots.  But  a  major  prob- 
lem is  that  sales  of  moun- 
tain bikes  are  seasonal.  To 
keep  a  steady  flow  of  pro- 
duction, the  partners  say 
they  need  more  capital  to 
carry  them  through  the 
slow  times. 

Bryan  Alkema,  too, 
needs  more  capital  for  mar- 


keting and  expansion. 
With  more  money,  he 
he  could  be  doing  over  \ 
$1  million  in  sales.  He 
received  a  big  order  forjj 
water-ski  bags  he  has  d< 
signed,  and  he  intends 
have  them  made  initia 
Steamboat. 

But  as  Alkema  ex- 
pands, he  says  he'll  incr 
ingly  have  to  turn  to  fo| 
eign  labor  because  labc 
even  in  Steamboat 
Springs — costs  too  muc 
the  U.S.  -R.L.S. 


Trip  Harrelson 
(left)  and  partner 
Mike  Sanders 
of  Moots 

A  mountain  bike 
maker  struggles  to 
build  a  business 
in  Steamboat 
Springs,  Colo. 


Idaho.  Many  of  them  arrive  from  big 
cities,  on  the  verge  of  retirement,  only 
to  be  reinvigorated  into  second  or 
third  careers.  (See  accompanying 
boxes.) 

At  34,  Michael  Shannon  has  never 
thought  of  retirement,  but  he's  cer- 
tainly a  member  of  the  latter  group. 


From   1985  to   1992  Shannon| 
president  of  Vail  Associates,  the 
pany  that  developed  the  fame 
resort. 

Today  Shannon  operates  a 
partnership  out  ofVail  that  he  ft) 
with  Kohlberg  Kravis  Roberts 
leveraged  buyout  firm.  His  aimj 
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Invest ment  Advisors 


If  the  answer  to  any 
of  these  questions  is 
'no',  perhaps  you 
should  consider  an 
investment  man- 
agement team  that 
would  allow  you  to 
answer  all  of  these 
questions  yes'  -  Trust 
Company  of  the 
West  and  the  other 
members  of  the 
TCW  Group.  TCW 


Have  a  20  year  cumulative  record  with 
the  same  equity  account  that  has  sig- 
nificantly outperformed  the  S  &  P  500? 


Offer  5  different  equity  alternatives? 


Offer  7  different  fixed  income  alterna- 
tives, including  one  whose  performance 

would  rank  in  the  top  3%  of  the 
Russell  Universe  of  U.S.  fixed  income 

accounts  for  the  past  8  years 
and  in  the  top  1%  for  5  of  those  years? 


Offer  expertise  in  30  separate 
investment  areas? 


Have  an  investment  record  that 

has  enabled  it  to  grow  assets 

under  management  from  $8  million  to 

$30  billion  in  the  last  20  years? 


management 
company  in  the 
industry.  TCW  has 
the  expertise  to  allo- 
cate assets  among  a 
variety  of  investment 
disciplines.  For  in- 
formation on  Private 
Client  Services 
for  individuals, 
family  trusts,  foun- 
dations and  other 
eleemosynary 


emphasizes  risk  consciousness,  value  and 
quality.  It  is  considered  by  many  professionals 
to  be  the  most  diversified  investment 


institutions  with  assets  of  $5  million  or 
more,  please  contact  Richard  E.  Waldron, 
Managing  Director,  at  (213)  244-0500. 


Trust  Company  Of  The  West 


iber  of  the   TCW  Croup  of  Companies 


865  S.  Figueroa  St.,   Los  Angeles,  CA  90017  •  (213)  244-0000 
200  Park  Ave.,  New  York,  NY  10166  •  (212)  297-4000 
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brs  Brian  (left)  and  Randy  Gardiner  of  RMB  Products  in  Fountain,  Colo. 
jig  their  plastic  molding  product  company 
(ki  higher-cost  Simi  Valley,  Calif. 


■  iase  companies  in  the  travel  and 
Bation  field  with  minimum  invest- 

■  s  of $100  million  a  pop. 

Hi't   being   almost   2,000    miles 
»  Wall  Street  a  disadvantage  for  a 
iiiaker?  "There's  no  problem  re- 
ru  ng  merchant  bankers  to  come  to 
m '  laughs  Shannon,  whose  ski-in, 
■jit,  multi-level  Vail  house  is  less 
BlOO  minutes  from  Denver's  Sta- 
tin International  Airport. 
Hckle-down  economics  may  or 
Riot  have  been  discredited  during 
c  cent  presidential  campaign,  but 
Bs-down  is  working  in  the  moun- 
ts ates.  As  the  entrepreneurs  come 
■ng  in,  restaurants,  hotels  and 
i   labor-intensive  service  indus- 
J  xpand  and  open  to  accommo- 
■jhem. 
|i  Montana,  for  instance,  service 
■  s  a  percentage  of  total  employ - 
ir  grew  over  six  percentage  points 
H  last  two  years. 

Glenn  Close  and  her  sister 


1 


are  running  a  coffee  shop,  the  Leaf 
and  Bean,  in  downtown  Bozeman. 

Important  as  they  are  to  the  area's 
development,  the  entrepreneurial 
types  like  Mike  Shannon,  Alex  Squil- 
lace  and  Steve  Haber  don't  add  jobs 
by  the  hundreds  and  thousands.  That 
is  being  done  by  big  companies  mak- 
ing major  investments  in  the  area, 
sometimes  in  enterprise  zones  set  up 
by  the  states'  economic  development 
offices. 

In  Colorado,  for  example,  such 
zones  have  helped  funnel  some  of  the 
state's  new  development  into  a  band 
along  the  eastern  foothills  of  the 
Rocky  Mountains,  in  such  places  as 
Colorado  Springs,  Boulder,  Pueblo, 
Fort  Collins  and  Denver.  The  state 
has  increased  its  job  base  by  8.8%,  or 
127,000  jobs,  since  1988.  Merrill 
Lynch,  to  take  one  example,  has  con- 
solidated ten  separate  back-office  op- 
erations across  the  country  into  a  new 
facility    employing    800    people    in 
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Lakewood,  a  suburb  of  Denver.  MCI 
Communications  recently  located  a 
systems-engineering  division  with 
1,200  employees  in  Colorado 
Springs. 

In  the  past  year  Cupertino,  Calif. - 
based  Apple  Computer  began  manu- 
facturing its  Powerbook  laptops  and 
desktop  computers  in  Fountain, 
Colo.,  and  will  eventually  employ  800 
to  1,000  people  there.  "Labor  in 
Colorado  is  well-trained  but  costs  less 
than  in  many  other  places,"  says  Mary 
Lou  Whalen,  controller  of  Apple's 
Fountain  facility. 

Even  so,  the  state  is  providing  Ap- 
ple with  up  to  $1  million  for  training 
new  employees. 

In  Idaho  the  big  growth  is  around 
Boise,  home  to  major  companies  in- 
cluding Boise  Cascade  Corp.,  Albert- 
son's Inc.,  J.R.  Simplot  Co.  and  Mi- 
cron Technology  Inc.,  as  well  as  a 
major  Hewlett-Packard  manufactur- 
ing facility.  But  in  the  southern  part  of 
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Utah  Governor  Norman  Bangerter 
"We  are  user-friendly 
to  business." 


Idaho,  cities  such  as  Idaho  Falls  and 
Pocatello  are  gaining  new  jobs.  And 
to  the  north,  the  charm  of  Coeur 
d'Alene,  with  its  many  surrounding 
lakes,  is  attracting  several  companies 
(see  box,  p.  128). 

One    of   the    earliest    of   Coeur 
d'Alene's  new  arrivals  was  $3  million 


(sales)  U.S.  Products,  a  family-owned 
manufacturer  of  commercial  carpet- 
cleaning  machines.  The  company 
moved  near  Coeur  d'Alene  in  1988 
from  Los  Angeles.  Russell  Gurstein, 
vice  president,  says  it  would  have  tak- 
en two  years  in  California  to  get  the 
permits  for  expansion  the  company 
got  in  weeks  in  Idaho.  Moreover,  for 
the  same  cost  as  leasing  in  southern 
California,  U.S.  Products  built  a  man- 
ufacturing plant  that  was  four  times 
as  large. 

In  Utah  companies  are  spreading 
along  east-west  1-80  and  north-south 
1-15,  which  cross  in  Salt  Lake  City. 

Few  states  have  encouraged  busi- 
ness development  more  than  Utah 
has.  "We  are  user-friendly  to  busi- 
ness," says  Republican  Governor 
Norman  Bangerter,  who  coordinates 
the  state's  economic  development. 

That  attitude  has  helped  generate 
85,000  jobs  in  the  past  four  years, 
bringing  the  state's  job  base  up  to 
777,000. 

Utah's  centrally  situated  state  capi- 
tal city  is  a  natural  traffic  hub  for 
shipments  to  the  West  Coast.  "Cali- 
fornia is  a  major  market,  and  we  can 
supply  it  without  having  to  locate 
there,"  says  James  Stine,  chief  execu- 
tive of  Cressona  Aluminum,  an  alumi- 


Competing  with 
the  Far  East 

It  was  perhaps  natural 
that  Frances  Huff  should 
settle  in  Jackson  Hole, 
Wyo.  after  graduating  from 
high  school  in  Colorado 
in  1969.  Many  years  before, 
her  grandfather  had  been 
Jackson  Hole's  first  doctor. 

The  young  woman 
thought  she  wanted  to  be  a 
ski  bum.  But  the  appeal  of 
that  life  paled  after  a  few 
years  of  waiting  tables  for 
minimum  wage  to  pay  for 
lift  tickets.  So  Huff  went 
into  business. 

Now  42,  Huff  is 
founder  and  58%  owner  of 
Wyoming  Woolens.  In 
12  years  the  company  has 
grown  to  sales  of  $2.5 
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million  worth  of  woolen 
and  synthetic  outdoor 
clothing  and  sportswear — 
brightly  colored  Polartec 
pants,  parkas,  sweaters,  and 
a  full  line  of  accessories. 
The  company  sells  about 
40%  of  its  goods  through 
a  factory  oudet  store  in  Af- 
ton,  Wyo.  and  three  com- 
pany-owned Wyoming 
Woolens  stores  in  the  ski 
towns  of  Jackson  Hole; 
Park  City,  Utah;  and  Sun 
Valley,  Idaho.  The  other 
60%  is  sold  through  re- 
tailers in  the  U.S.,  Europe 
and  the  Far  East.  She 
makes  her  products  in  little 
apparel  factories  in  two 
small  Wyoming  towns — 
Afton  and  Cokeville. 

Huff,  who  lives  in  a 
country-style  cedar  town 


house,  says  the  company 
is  solidly  profitable.  But  she 
had  to  work  hard  to  make 
it.  Tired  of  waitressing,  she 
took  a  job  at  a  skiwear 
manufacturing  plant,  rising 
to  general  manager.  In 
1976  she  set  up  her  own 
business,  Black  Sheep 
Inc.,  to  make  western-style 
woolen  shirts  and  jackets. 
That  business  went  bank- 
rupt when  interest  rates  at 
the  local  banks  hit  25%  in 
1980.  To  make  ends 
meet,  Huff  waited  tables 
again.  On  the  side  she  also 
made  cooler  holders  for 
beer  cans — 5,000  the  first 
year — which  she  sold  for  $3 
a  pop.  She  started  Wyo- 
ming Woolens  in  1981  with 
profits  from  the  coolers. 
First  sewing  on  her 
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Frances  Huff  of 
Wyoming  Woolens 
She  chucked  a 
life  of  ski  bumming 
and  low-paying 
jobs  to  found  her 
$2.5  million 
(sales)  outdoor 
sportswear 
company  in  Jack- 
son Hole,  Wyo. 


own  and  then  cautiously 
adding  staff,  Huff  opened 
a  retail  store  in  Jackson 
Hole.  She  managed  to 
raise  $175,000  in  working 
capital,  partly  from  a  state 
of  Wyoming  development 
loan  and  partly  from  two 
Brits  who  came  to  Jackson 
Hole  to  ski — Anthony 
Regan,  senior  managing  di- 
rector of  Boston- based 
Putnam  Cos.,  ana  stock- 
broker Charles  Peel.  Re- 
gan and  Peel  own  20%  of 
the  company. 

How  difficult  is  it  to 
run  a  small  business  with 
national  and  internation- 
al accounts  from  Jackson 
Hole?  Not  difficult  at  all, 
which  helps  explain  why 
the  economies  of  the 
western  mountain  states  are 
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doing  so  well  (see  story). 
Fax  machines  bring  in  or- 
ders and  transmit  confir- 
mations. Goods  are 
shipped  out  by  firms  like 
UPS  and  Federal  Express. 
Most  of  her  business 
comes  from  trade  shows 
and  sales  reps,  but  anoth- 
er productive  avenue  is  cus- 
tomers' word  of  mouth. 
Huff  encourages  her  cus- 
tomers to  ask  retailers 
when  they  get  home  why 
they  don't  carry  Wyo- 
ming Woolens.  The  tactic, 
she  says,  works  very  well. 
One  big  worry  is  how 
to  keep  manufacturing 
costs  competitive.  Huff 
pays  her  factory  workers 
just  $5  an  hour.  But  her 
larger  competitors,  such  as 
Patagonia  Inc.,  manufac- 
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Michael  Shannon 
skiing  in  Vail,  Colo. 
The  34-year-old 
former  president 
of  Vail  Asso- 
ciates ski  company 
has  remained  in 
Vail  and  runs 
a  partnership 
he  formed  with 
New  York-based 
leverage  buyout 
firm  Kohlberg  Kra- 
vis  Roberts. 


ture  part  of  their  goods 
with  cheaper,  Far  Eastern 
labor.  And  Patagonia 
charges  more  for  its 
goods,  says  Huff. 

Undaunted,  Huff  will 
soon  open  a  new  store,  her 
fourth,  in  Breckenridge, 
Colo.  And  she's  adding  a 
new  brand  name,  Wyo- 
ming Wear,  to  reflect  the 
warm  and  weatherproof 
outerwear  she's  adding  to 
her  other  products. 

Still,  the  memories  of 
her  bankruptcy  are  fresh, 
and  Huff  is  careful.  "I 
could  be  a  $5  million  busi- 
ness in  five  years  if  I  ex- 
tended credit  in  the  tradi- 
tional way,"  she  says, 
noting  that  most  of  her 
goods  are  shipped 
C.O.D.  -R.L.S.  H 
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"A  new  life" 

John  Mann  was  a  private 
investor  in  Los  Angeles, 
trading  new  issues  for  his 
own  account,  when  the 
stock  market  crashed  in 
October  1987.  The  crash 
didn't  wipe  him  out,  but 
it  rattled  his  wife,  Debi. 
Said  she:  "It's  time  for  a 
new  life  in  a  better  place 
to  live." 

After  they  attended  a 
seminar  sponsored  by  Jobs 
Plus,  the  aggressive  non- 
profit corporation  that 
lures  business  to  Coeur 
d'Alene,  Idaho,  the  Manns 
decided  that  was  the  bet- 
ter place  Debi  Mann  had  in 
mind.  They  sold  their 
home  with  pool  in  Thou- 
sand Oaks,  sacked  the 
maid  and  moved  northeast. 

Coeur  d'Alene  and  its 
lake — with  130  miles  of 
shoreline — look  like 
transplants  from  Italy's 
northern  lake  country. 
Few  places  in  America  are 
prettier.  But  John  Mann, 
then  44,  had  a  problem. 
While  he  had  a  fair-size 
nest  egg  squirreled  away,  it 
wasn't  big  enough  to  re- 
tire on.  To  avoid  being  de- 
pendent on  income  from 
a  sagging  stock  market, 
Mann  got  the  idea  for  an 
easy-to-start  business  from 
a  magazine  article  on  em- 
broidered sportswear. 

Mann  bought  a  com- 
puterized embroidery  ma- 
chine along  with  design 
software  for  $48,000.  Em- 
broidered Corporate  Im- 


age was  born. 

Mann's  first  jobs  were 
humble.  He  installed  the 
machine  in  his  basement 
and  drove  out  to  truck 
stops,  where  he  adver- 
tised to  truckers  over  the  cb 
radio.  Soon  truckers  were 
passing  the  word  about 
Mann's  jackets  embroi- 
dered with  custom  de- 
signed replicas  of  their 
trucks  and  emblazoned 
with  their  CB  handles. 

Mann's  first  sizable  or- 
der, for  144  hats  from  a  lo- 
cal Mexican  restaurant, 
turned  into  hard  work.  Us- 
ing his  single-head  ma- 


chine, it  took  him  a  week. 
"I  was  standing  there 
very  depressed  and  think- 
ing, 'So  this  is  what  my 
life  has  been  reduced  to,'  " 
he  remembers  thinking. 

To  grow,  Mann  began 
subcontracting  from  major 
embroidery  companies 
that  make  items  like  base- 
ball and  football  shirts 
and  hats,  and  clothes  for 
private  clubs.  "They  of- 
ten have  more  work  than 
they  can  handle,"  he 
explains. 

Dealing  with  these  or- 
ders required  multihead 
embroidery  machines. 
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Robert  Allen,  Debi  and  John  Mann  (left  to  right) 

Found  happiness  in  Coeur  d'Alene  in  embroidery  business. 


To  pay  for  the  machine 
Mann  used  his  own  sav 
ings  and  money  from 
old  stockbroker  and 
friend  Robert  Allen,  wh 
had  worked  for  Merrill 
Lynch  in  Las  Vegas.  In 
1990  Allen,  too,  quit  thl  re- 
stock business,  moved  t 
family  to  Coeur  d'Alene 
and  joined  Mann  in  the  < 
broidery  business. 

Mann  and  Allen  re- 
ceived significant  assista 
from  Coeur  d'Alene's  1< 
cal  government.  Their 
business  was  situated  in 
what  is  known  as  an  "ir 
bator"  building,  where 
for  relatively  low  rent  (t 
paid  $350  a  month  for 
800  square  feet),  startu 
also  get  secretarial  and 
services,  access  to  comp 
ers  and  help  writing  anc 
executing  business  plan 
There's  even  a  Small 
Business  Administratioi 
office  in  the  building,  t 
help  companies  with  si 
dized  loans. 

In  just  over  three  ye 
Mann  and  Allen  have  o 
grown  the  incubator. 
Sales  are  now  near  $1 
lion  a  year  and  the  part 
ners  are  making  money 
they  are  purchasing  tfo 
own  building.  Allen  ha 
bought  property  for  a 
home  on  Hayden  Lake 
only  minutes  from  woi 
He'll  be  able  to  boat 
his  new  house  to  the  m 
rina  at  the  country  clul 
a  game  of  golf.  Debi  w 
right.  -R.L.S 
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num  extrusion  manufacturer  (1991 
sales:  $200  million,  16%  to  Califor- 
nia). Anderson  Hickey,  a  steel-furni- 
ture manufacturer  with  operations  in 
Tennessee  and  Texas,  chose  to  ex- 
pand along  1-15  in  southern  Utah 
because  of  low  shipping  costs  to  west- 
ern markets. 

Not  the  least  of  Utah's  attractions 
is  a  motivated,  well-educated  work 


force,  says  Walter  Winding,  president 
of  Wisconsin-based  furniture  manu- 
facturer Schweiger  Industries. 
Schweiger  opened  a  manufacturing 
plant  in  Salt  Lake  City  in  July  and  now 
employs  25.  Utah  is  70%  Mormon; 
the  church  places  a  high  premium  on 
family  values  and  education. 

The  state  has  the  nation's  youngest 
population — average  age  of  26,  com- 


pared with  33  nationally — as  we 
the  highest  literacy  rate  (94%  o^ 
population)  and,  at  85%,  is  sccor 
the  nation  in  proportion  of  thoi 
and  older  who  have  completed 
school.  (Alaska  is  first,  at  87%.) 
Taking  advantage  of  this,  ovei 
small  computer  and  telecommui 
tions  firms  have  sprung  up,  moj 
the  last  five  years,  in  the  megaton 
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Camry 


While  virtually  any  car  will  get  you  to 
and  from  work,  few  will  actually  move 
like  the  1993  Toyota  Camry  LE  V6. 

It  starts  the  moment  you  turn  the  ignition.  You  feel 
[powerful  (yet  amazingly  quiet)  185-hp,  24- valve  V6 
Kne  spring  to  life.  As  you  quickly  gather  momentum, 
4-speed  electronically  controlled  automatic  overdrive 
ismission  (ECT)  shifts  smoothly.  Almost  imperceptibly. 
r  adrenaline  begins  to  rise.  The  variable-assist  power 
|i-and-pinion  steering  sends  a  message  to  your  brain: 
are  in  control.  And  loving  it.  You  settle  into  a  rhythm 


of  straightaways  and  turns.  The  Camry 's  4-wheel 
independent  suspension  responds  to  each.  Beautifully. 

Then,  all  too  soon,  your  ride  to  work  has  ended.  You 
take  comfort  in  just  one  thought:  there's  still  the  trip  home. 
Call  1-800-GO-TOYOTA  for  a  brochure  and  location  of 
your  nearest  dealer. 


rHAT  OTHERS  CALL  A  COMMUTE, 
YOU'LL  CONSIDER  A  JOYRIDE. 
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'  Do  it  for  those  who  love  you.  ©  1992  Toyota  Motor  Sales,  U.S.A.,  In 


"I  love  what  you  do  for  me" 

®  TOYOTA 
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High  tech 
in  Montana 

Lured  by  the  mountains 
and  the  desire  to  find  a 
place  to  run  a  special  rec- 
reational program  for 
handicapped  children, 
four-star  General  Robert 
Mathis  retired  in  1982  af- 
ter 34  years  in  the  Air  Force 
and  moved  with  his  wife, 
Greta,  to  Bozeman,  Mont. 

His  heart-warming  Ea- 
gle Mount  Program 
(named  from  the  Book  of 
Isaiah:  "They  shall  mount 
up  on  wings  of  eagles") 
gives  handicapped  children 
and  children  terminally  ill 
with  cancer  the  chance  to 
swim,  ski,  fish  or  ride 
horses.  But  even  a  four- star 
general's  pension 
couldn't  fund  Eagle 
Mount's  $500,000  an- 
nual budget.  So  Mathis 
started  a  business. 

Today  Mathis,  65,  is 
chairman  of  $3  million 
(sales)  tma  Technol- 
ogies, Inc.,  a  manufacturer 
of  laser  and  computer 
"light  scatter"  equipment 
costing  $10,000  to 
$250,000. 

The  equipment  is  used 
in  industrial  quality  con- 
trol— from  wheel  align- 
ment on  automobiles  to  as- 
certaining the  absolute 
smoothness  of  a  missile 
dome  so  that  it  will  target 
correctly. 

Bozeman,  home  to 
Montana  State  University, 
turns  out  to  be  a  good 
place  for  such  a  business. 


Retired  four-star  General  Robert  Mathis  of  TMA  Technologies 

He  combines  running  a  charity  and  a  high-tech  company  in  Bozeman,  Mont. 


Mathis,  a  Ph.D.  in  electri- 
cal engineering,  teamed  up 
with  a  former  Air  Force 
colleague  and  electrical  en- 
gineer, John  Toomay. 
They  brought  in  John 
Stover,  at  the  time  a  pro- 
fessor at  Montana  State  and 
expert  in  optics  technol- 
ogy. Additional  skilled  em- 
ployees came  from  Mon- 
tana State. 

In  fact,  an  enclave  of 


small,  successful  engineer- 
ing firms  has  sprung  up 
around  Bozeman  in  the 
past  five  years.  "Gradu- 
ates want  to  stay  here,"  ob- 
serves Mathis. 

In  the  past  year  TMA  has 
poured  $700,000  into  new 
laser  technology,  and  it 
hopes  to  hit  $6  million  to 
$7  million  in  sales  in 
1993.  To  give  adequate 
time  for  his  Eagle  Mount 


children's  program,  whi 
now  also  has  operations 
in  Great  Falls  and  Billin 
Mathis  has  turned  day- 
to-day  operations  over  t 
John  Stover.  But  he's  n< 
exacdy  ready  for  the  roc 
ing  chair.  He's  remainir 
as  chairman  of  TMA,  dot 
some  consulting  for  the 
company  and  works  thr 
days  a  week  at  Eagle 
Mount.  -T;G. 


around  Provo/Orem  and  Salt  Lake 
City.  With  the  world  headquarters  of 
WordPerfect  and  Novell  and  four  uni- 
versities in  the  area,  the  high-technol- 
ogy field  is  developing  a  critical  mass 
in  Utah,  much  as  it  did  earlier  along 
Massachusetts'  Route  128  and  Cali- 
fornia's Silicon  Valley. 

Of  the  six  mountain  states,  Wyo- 
ming is  among  the  most  ambivalent 


about  economic  growth.  Some  60% 
of  the  state  is  made  up  of  federally 
owned  land;  the  lukewarm  hand  of 
bureaucracy  is  often  apparent  in  such 
things  as  restrictions  on  grazing  rights 
and  limits  on  how  long  land  may  be 
held  for  oil  exploration.  The  state  has 
no  income  tax,  which  is  good;  but 
state  revenues  come  mainly  from  min- 
eral  production,   which   presents   a 


problem.  Oil  production  revenues 
expected  to  decrease,  according 
the  Western  Research  Institute, 
coal  revenues  are  flat. 

A  big  bright  spot:  The  state  sit1 
enormous  reserves  of  natural  gas. 
until  more  of  these  reserves  arc  dc 
oped,  Wyoming  cannot  invest  m 
in  education,  or  in  attracting 
jobs.  In  the  past  year  employmer 
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Influential 


watch 
nfluential 


Because  it  speaks  to  the  demands  and  interests  of  the  movers  and  shakers  inside 
the  nation's  capital  and  out,  NBCs  Meet  the  Press  with  Tun  Russert  has  become  the 
essential  information  source  for  people  in  high  places. 

Because  it  features  the  most  compelling  leaders,  the  most  significant  issues,  it  has 
become  the  number  one  Sunday  morning  news  show  in  Washington,  D.C. 

"The  most  tough-minded  panel  show." 


-William  Safire...Afeiv  York  Times 


"Best  new  host  on  TV?  It's  Meet  the  Press's  Tim  Russert." 

-Larry  King... USA  Today 

"Cheers  to  Tim  Russert  for  his  terrier-like  tenacity  in 
questioning...  national  candidates."  -tv  Guide 

And  in  its  new  power-hour  format,  national  ratings  among  Adults  25-54  have 
jumped  a  dramatic  56%,  making  Meet  the  Press  the  perfect  opportunity  to  reach 
influential  decision  makers  with  your  important  message. 


MEET 


THE 


^NBC    MARKETING 

er  information  please  call  Mel  Berning,  VP  NBC  News  Sales,  at  21 2-664-2306. 


Mountain  states 


Beats  Queens 

Mori-:  often  than  not, 
Steve  Haber,  5 1 ,  is  running 
his  $20  million  (sales) 
business  from  his  bedroom 
or  his  outdoor  hot  tub  in 
Vail.  He  has  a  well-staffed 
office  in  Denver,  but  by 
using  fax  and  electronic 
mail  he  can  stay  in  touch 
with  the  office  while  soak- 
ing in  the  hot  tub  and  en- 
joying the  view  (see  photo- 
graph, p.  114). 

How  does  a  boy  who 
grew  up  in  New  York's  bor- 
ough of  Queens  manage 
such  a  lifestyle?  Like  many 
of  the  entrepreneurs  who 
have  made  Vail,  Sun  Valley 
and  other  mountain  re- 
sort towns  their  permanent 
homes,  Haber  runs  a 
business  that  requires  very 
little  fixed  capital  but  lots 
of  energy  and  ingenuity. 
For  12  years  Haber  has 
held  the  exclusive  U.S. 
rights  for  Bolle,  the 
French  manufacturer  of 
high-performance — and 
expensive — ski  goggles,  as 
well  as  sports  sunglasses. 

Since  Haber  brought 
Bolle  to  the  U.S.,  the  com- 
pany's sales  have  aver- 
aged 15%  annual  growth. 
Haber's  pretax  profits  in 
1993  are  expected  to  be 
about  10%,  or  at  least  $2 


million. 

In  addition  to  Bolle, 
Haber  founded  Brambilla 
U.S.A.,  which  makes  and 
markets  down  outerwear; 
the  parent  company  is 
based  in  Paris.  Its  lines  are 
sold  in  Macy's  and  other 
major  chains. 

Haber  attended  the 
University  of  Vermont  on  a 
baseball  scholarship.  But 
once  he  tried  skiing,  it  be- 
came his  passion.  After 
graduation,  he  became  a  ski 
instructor,  first  at  Stowe, 
Vt.  and  then  at  Vail.  That 
was  in  the  winter  of  1963, 
a  year  after  Vail  opened. 

Haber  might  have 
lived  out  his  life  as  a  ski 
bum.  But  in  1966  he  was 
caught  in  an  avalanche  in 
Alta,  Utah,  and  nearly 
died.  With  that  defining  ex- 
perience, Haber  decided 
there  was  more  to  life  than 
skiing. 

That's  when  one  of  his 
longtime  ski  students,  Dan- 
iel Searle,  of  G.D.  Searle, 
gave  him  an  extraordinarily 
large  tip — the  money  that 
Haber  needed  to  earn  a 
graduate  degree  in  histo- 
ry and  education  at  the 
University  of  Denver. 

After  spells  of  teaching 
history  and  coaching  skiing 


Steve  Haber  of  Bolle 
Works,  skis  and 
plays  in  Vail 


in  upstate  New  York, 
stockbrokering  in  Sacra- 
mento, and  working  for  a 
couple  of  ski  apparel  com- 
panies, Haber  moved 
back  to  Denver  in  1976.  He 
formed  his  own  skiwear 
manufacturing  company, 
and  in  1980  hooked  up 
with  Bolle. 

When  Haber  acquired 
the  Bolle  franchise,  the 


eyewear  was  virtually  un 
known  in  the  U.S.  Unfc 
tunately,  he  didn't  have 
much  money  for  adverti 
ing.  So  Haber,  deter- 
mined to  broaden  the  rr 
ket,  began  giving  the 
goggles  away  free  to  ski 
structors,  patrol  racers, 
celebrities — anyone  wh( 
de  facto  endorsements 
would  help  sell  the  line, 
sales  grew,  Haber  plowt 
every  spare  dime  into  pr 
uct  promotion.  One  of 
his  marketing  lines:  "Fr 
Stratton,  Vt.  to  Vail, 
Colo.,  you  see  Bolle  evt 
where."  It's  not  the  mo 
memorable  promotiona 
catch  line,  perhaps,  but 
Bolle's  U.S.  sales  growt 
speaks  for  itself. 

Shortly  after  Vail 
opened  for  skiing  last 
month,  Haber  was  all 
over  the  slopes,  promoi 
Bolle's  latest  product, 
high-tech  goggles  knov 
for  the  look  they  create 
as  the  Alien.  Retailing  a 
$130  a  pair,  the  Alien 
keeps  noses  warm  on  a 
days,  and  it  drew  raves 
from  skiers  who  saw  an. 
tried  it. 

Exulted  Haber:  "I  ca 
hear  the  cash  registers 


pcoi 


ring 


I" 


-R.L.S. 


It 


Wyoming  grew  the  least  among  the 
six  states. 

Another  problem  is  a  recent  Wyo- 
ming Supreme  Court  ruling  that 
makes  it  possible  for  co-workers  to 
sue  one  another  for  negligence,  even 
when  they  are  covered  by  workers' 
compensation — this  is  a  problem,  be- 
cause a  business  owner  can  be  consid- 
ered a  co-worker. 

A  signal  of  whether  the  state's  atti- 
tude to  business  might  be  about  to 
change  will  come  if  the  state's  legisla- 
ture agrees  to  review  the  ruling. 

What  about  Montana?  Although 
there  is  great  opportunity  for  growth 
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in  the  western  part  of  the  state,  there  is 
an  attitude  of  "close  the  door,  we're 
here"  among  many  of  the  citizens. 
This  is  true  of  some  of  the  new  class  of 
wealthy  celebrity/homesteaders  who 
are  buying  up  huge  ranches.  Promi- 
nent members  of  this  new  set  include 
Ted  Turner  and  his  bride,  Jane 
Fonda,  Dennis  Quaid,  Tom  Brokaw 
and  Brooke  Shields. 

A  very  recent  arrival  is  performer 
Whoopi  Goldberg,  who  just  bought  a 
small  spread  in  McLeod,  in  south- 
western Montana. 

While  insisting  that  the  state  es- 
chew economic  development,  many 


* 


of  the  celebrities  and  other  wea 
folk  who've  bought  places  in 
tana  treat  the  state  as  a  second  he 
That  way  they  avoid  the  state's 
sonal  income  tax — which  nears 
on  incomes  over  $58,000. 

Still,  the  celebrities  can  take- 
credit  for  Montana's  increased 
nomic  activity.  New  small  busirw 
are  sprouting  and  growing  from 
ings  to  Bozeman,  Missoula  and  n 
to  Kalispell  and  Whitcfish.  Man^ 
these  businesses  wouldn't  cxisi  - 
out  the  money  that  drips  down  ijj 
the  wealthy  immigrants.  In  Miss* 
for  instance,  Michael  Minis* 
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round  the  world, 
we  help  generate 
big  telephone  numbers. 


In  telecommunications  as  in 
business,  the  key  to  sizable  num- 
|is  sizable  growth. 

So  while  eight  of  America's  ten 
;st  phone  companies  call  on 
is  computers  to  execute  millions 
ssion-critical  transactions  daily, 
)m  companies  everywhere  also 
t>n  us  to  deliver  innovative  new 
pes  of  revenue. 

Our  breakthrough  Network 
[cations  Platform  (NAP)  posi- 
telecom  companies  to  generate 
lue  through  expanded  customer 
Ices.  NAP  provides  powerful, 
Effective  solutions  for  the  rapid 
luction  of  voice  messaging,  fax 

enhanced  911  capability,  and 
|  market-sensitive  offerings. 

Unisys  solutions  can  be  found 
|ecom  companies  across  the 

from  Sweden  to  Holland  to  the 
Kingdom  to  Singapore.  And 

^er  you're  in  telecommunica- 

ys  Corporation 


tions,  banking,  airlines  or  govern- 
ment, we'll  work  with  you  to  shape 

UMSYS 

We  make  it  happen. 


your  information  systems  based  on 
an  experienced  understanding  of 
your  industry. 

Call  us  at  1-800-448-1424,  ext. 
168.  Ask  how  Unisys  can  help  dial  up 
your  business. 


There  is  a  curious  shift  in  business  these  days, 
"back  to  the  basics."  And  it  seems  as  if  the  sophisticated 
fast-trackers  of  the  '80s  have  been  transformed  into  the 
business  fundamentalists  of  the  '90s. 

Nice  try,  guys.  The  simple  truth  is,  basics 
are  something  you  start  with  and  take  forward. 
Not  retreat  to. 

Over  the  past  10  years  we've  become  an 
insurance  company  with  $12  billion  in  assets  under  man- 
agement. We've  grown  by  embracing  the  ageless  basics 
of  common  sense  and  simplicity  and  bringing  them  into  a 
new  age  of  technology  and  management. 

This  has  allowed  us  to  centralize  and  streamline 
operations  in  ways  never  possible  before.  Allowed  us  to 
create  products  that  are  profitable  against  today's  ever- 
changing  financial  landscape.  Allowed  us  to  establish  the 
most  cost-effective  means  of  distribution.  And,  allowed  us 
to  be  more  active  managers  of  our  investment  portfolio. 

The  basics.  By  taking  them  forward,  they've 
taken  us  forward.  To  where  we  are  today,  to  where  we'll 
be  tomorrow. 


1992  Cornea  ki 


i»  ■  ■ 


«►**» 


?  vjm 


Bran 


*W 


W 


■■I 


~'<.  »ai 


- 


ill 


f- 


E^fc- 


•JC  J.'  i 


v»  ' 


ML. A 


' 


..««  3***'* 


tfHHH  

Mountain  states 


Bring 
cash 

Thinking  OF  starting  a 
new  life  out  West?  If  you  see 
yourself  in  one  of  the  fan- 
cier mountain  towns,  bring 
plenty  of  cash.  The  life- 
style in  places  like  Aspen, 
Vail,  Sun  Valley  and  Tel- 
luride  is  many  things,  but 
easily  affordable  it  isn't. 

That  applies  especially 
to  Jackson  Hole,  Wyo.  Real 
estate  prices  there  are 
climbing  at  least  as  fast  as  in 
other  resorts,  partly  be- 
cause 97%  of  the  land  in  the 
Jackson  Hole  valley  is 
owned  by  government  or 
by  land  trusts,  restricting 
the  supply  of  housing.  And 
a  lot  of  out-of-town  mon- 
ey is  chasing  what  is  avail- 
able .  Actor  Harrison 
Ford,  Procter  &  Gamble 
Chief  Executive  Edwin 
Artzt  and  scions  of  the  Fire- 
stone and  Rockefeller 
families  are  already  there  on 
prime  acreage. 

Perhaps  you'd  like  a 
4,000-square-foot  house 
on  6  wooded  acres  front- 
ing the  Snake  River  and  a 
drop-dead  mountain 
view,  not  too  far  from 
town?  Plan  on  spending 
around  $2.5  million,  says 
Bland  Hoke,  head  of 
Jackson  Hole  Realty. 

Chris  Osmers,  52,  got 
a  pretty  good  deal.  Five 
years  ago  he  sold  his 
wholesale  drug  supply  busi- 
ness in  Seattle  and  moved 
to  Jackson  Hole.  At  that 
time,  he  bought  4V2  acres 


with  mountain  views,  and 
a  year  ago  built  a  3,300- 
square-foot  modern 
home.  Osmers'  investment 
in  house  and  land:  nearly 
$600,000.  The  property  is 
now  worth  over 
$700,000,  he  says. 

From  home,  Osmers 
runs  an  association  for  62 
independent  drug  whole- 
salers around  the  country. 
He  says  that  he  can  live 
comfortably  in  Jackson 
Holeonthe$110,000-a- 
year  salary  he  receives,  but 
only  because  he  bought 
his  home  outright  with  the 
money  he  brought  to 
Jackson  Hole. 

Joseph  Moore  gave  up 
a  partnership  with  a  major 
Philadelphia  law  firm  in 
1989,  sold  his  row  house 
for  $350,000  and  moved 
west.  Moore  paid 
$200,000  for  a  2,200- 
square-foot  ranch  house  on 
less  than  an  acre  in  a  Jack- 
son Hole  subdivision  and 
has  spent  $75,000  more 
on  renovations.  Moore, 
who  has  switched  from 
suits  and  ties  to  jeans,  cow- 
boy buckles  and  boots, 
and  has  built  up  a  thriving 
law  practice  in  Jackson 
Hole,  figures  the  house  is 
worth  maybe  $400,000 
today.  He  thinks  his  views 
are  spectacular.  "But 
what  do  I  know?"  he  says. 
"In  Philly  I  looked  out  on 
a  sidewalk." 

At  the  bottom  of  the 
house-price  scale,  there 
are  2,000-square-foot 


Jackson  Hole,  Wyo.  and  the  Teton  mountain  range 
A  great  place  to  live,  but  it  doesn't  come  cheap. 


houses  on  cramped  loca- 
tions costing  maybe 
$175,000.  Lower-cost 
apartments  are  like  gold 
dust,  because  of  all  those 
local  restrictions.  That 
makes  it  hard  on  waiters, 
sales  clerks  and  other 
low-paid  help  who  come 
here  to  ski. 

Food  and  other  basics 
such  as  gasoline  are  expen- 
sive in  Jackson  Hole,  too, 
particularly  in  the  summer. 
That's  when  tourists  de- 
scend on  the  area,  which  is 
in  the  Grand  Teton  and 
Yellowstone  National  Park 
region. 

As  old  cowboy  towns 
like  Jackson  Hole  grow,  so 
do  the  amenities.  There 


are  some  great  restaurai 
but  prices  look  reason- 
able only  by  the  standai 
of  New  York  or  Beverh 
Hills.  At  the  Granary,  ai 
Spring  Creek  Resort,  di 
ner  and  drinks  for  five  r 
cently  cost  about  $165, 
and  with  that  you  get  a 
spectacular  view. 

One  of  Jackson  Hole 
best  places — in  Teton  \ 
lage,  at  the  foot  of  the  > 
mountain — is  the  Ring 
Dinner,  a  decent  botde 
wine  and  a  tip  can  run  < 
$125  a  couple — over 
three  days'  work  for  a  1< 
seamstress,  say,  employ 
by  Frances  HufFs 
Wyoming  Woolens 
(seep.  126).       -RL.S. 


Depot  restaurant,  is  catering  to  more 
affluent  clientele  by  building  a  top- 
notch  wine  cellar. 

Will  the  western  mountain  states 
continue  to  post  above-average  rates 
of  economic  growth  and  job  creation? 
Livingston,  Mont. -based  Bruce 
Erickson,  head  of  American  Bank 
($140  million  in  assets),  believes  the 
answer  depends  on  how  the  states 
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organize  their  tax  policies. 

In  Erickson's  opinion,  Montana  is 
limiting  its  prospects  with  its  high 
state  income  tax  rate.  Much  better, 
says  Erickson,  is  to  introduce  a  state 
sales  tax  and  cut  or  reduce  income 
taxes,  thereby  raising  more  tax  reve- 
nues by  expanding  the  tax  base,  and 
attracting  more  business  investment. 
Who  knows?  Maybe  even  the  wealthy 


second-home  owners  would  cstal 
residency  in  the  state. 

Can  hard-pressed  states  like 
York    and    California — both    lo 
jobs — learn    from    the    job  era 
successes  of  the  mountain  states: 

Utah  Governor  Norman  Banc, 
thinks  they  can.  "Government, 
Bangerter,  "must  set  the  tone  to 
ate  a  pro  business  environment 
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businesses  are  looking  at  The  Bank 
of  New  York  in  a  whole  new  way. 


Every  day  more  and  more  people  are  recognizing  The 
Bank  of  New  York  as  a  major  force  in  international  banking. 
We  have  combined  our  expertise  in  all  areas  of  inter- 
national finance  with  state-of-the-art  electronic  capabil- 
ities and  a  worldwide  network  of  offices,  to  become  a  major 
force  in  the  international  financial  field.  We  do  business  in  over  120 
countries  and  have  offices  in  all  the  major  money  market  and  trading 
centers  around  the  globe. 

We're  one  of  the  top  four  U.S.  banks  in  worldwide  funds  move- 
ment, trade  finance  and  related  documentary  services.  And 
we're  recognized  in  engineering  complex    rTTl 
te  finance  transactions  in  developing  countries.  AL 

o,  for  coordinated  solutions  to  your  international  banking  needs,       BAN 
r  The  Bank  of  New  York.  We're  a  major  force  in  international 
;. . .  no  matter  how  you  look  at  us. 
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A  change  in  federal  court  rules  would  make 
the  world  safer  for  frivolous  lawsuits 
and  the  lawyers  who  file  them. 

Shoot  the  hostages 


By  David  Frum 

Here's  A  rule  OF  thumb  for  under- 
standing the  American  legal  system: 
The  more  boring  an  issue  sounds,  the 
more  money  is  at  stake.  That  is  true  of 
the  current  effort  by  academics,  law- 
yers and  judges  to  change  the  Federal 
Rules  of  Civil  Procedure.  That's  also 
why  nonlawyers  should  be  suspicious 
of  the  tinkering. 

The  Federal  Rules  of  Civil  Pro- 
cedure govern  noncriminal  litiga- 
tion in  federal  courts,  and  they've 
been  widely  copied  by  state  courts. 
Committees  of  lawyers  and  judges 
write  them.  The  U.S.  Supreme 
Court  ultimately  adopts  or  rejects 
them,  subject  to  a  rarely  exercised 
congressional  veto. 

The  revisions  are  mostly  aimed 
at  one  rule,  Rule  1 1 ,  which  power- 
ful critics  in  the  bar,  judiciary  and 
academia  are  bent  on  defanging. 
Why  Rule  1 1  ?  Because  it  requires 
judges  to  impose  penalties  on 
lawyers  who  make  arguments  that 
are  not  well  grounded  in  fact,  are 
not  warranted  by  law,  or  are  meant 
to  "harass  or  to  cause  unnecessary 
delay  or  needless  increase  in  the  cost 
of  litigation."  Rule  11  and  four  oth- 
er disciplinary  rules  are  to  American 
litigation  what  the  Geneva  Conven- 
tion is  to  war,  an  attempt  to  restrain 
the  worst  atrocities  that  an  often 
barbaric  institution  visits  upon  its 
hostages. 

In  September  the  rule's  critics 
persuaded  the  Judicial  Conference — 
the  policymaking  arm  of  the  federal 
judiciary — that  Rule  ll's  teeth 
should  be  pulled.  The  revisions  ac- 
cepted by  the  Judicial  Conference  will 
make  it  harder  to  levy  penalties  for 
frivolous  lawsuits.  The  recommenda- 
tion has  gone  to  the  Supreme  Court, 
which  has  until  May  1  to  review  it. 
Then  it  will  be  referred  to  Congress.  If 
Congress  makes  no  changes  by  Dec. 


1,  the  rule  automatically  takes  effect. 
Nobody  knows  just  how  well  Rule 
11  deters  frivolous  lawsuits.  But  in 
1989  alone  Rule  11  was  invoked 
some  6,500  times  in  federal  courts, 
according  to  Arizona  trial  lawyer  John 
Frank,  of  Phoenix- based  Lewis  & 
Roca  and  a  leading  critic  of  the  cur- 


rent rule.  Some  75%  of  Rule  11  fines 
have  been  imposed  on  plaintiffs'  law- 
yers. Absent  other  barriers  to  abusive 
litigation  (such  as  the  English  rule 
that  requires  losers  to  pay  winners' 
legal  costs),  Rule  11  is  this  country's 
best  protection  against  outright  ha- 
rassment in  the  courtroom. 

How  could  anybody  fault  such  a 
rule?  Critics  such  as  Frank  cite  three 
objections  to  Rule  1 1 .  First,  they  say, 
because  the  rule  can  penalize  lawyers 
who  rely  on  long-shot  legal  theories, 
it  hinders  plaintiffs  who  want  to  ex- 
periment and  to  push  the  legal  fron- 
tiers in  civil  rights  cases.  Second,  be- 
cause Rule  1 1  can  be  used  as  a  weapon 
by  one  attorney  against  another,  it 
promotes — in  Frank's  words — "inci- 
vility" among  lawyers.  Finally,  be- 
cause Rule  1 1  sanctions  require  a  legal 
process,  the  rule  may  perversely  pro- 


mote   rather    than    curb    litigat 
Opined  Frank  in  a  recent  sped 
"The  volume  of  Rule  11  litigatic 
out  of  all  proportion  to  the  gj 
ofit." 

The  rule's  defenders  have  j 
answers  to  each  of  these  objectij 
For  one  thing,  it's  easy  (and  politicf 
convenient)  to  exaggerate  the] 
1  °   pact  of  Rule  1 1  sanctions  on 
ous  civil  rights  cases.  Civil  ril 
cases  do  get  sanctioned  frequeip 
But  Rule  11  doesn't  always 
hardest  on   those   cases.   In. 
South's  Fifth  Circuit,  for  exa 
personal  injury  cases  are  more| 
quently  sanctioned. 

And  while  Rule  1 1  may  inq 
chill  the  amity  of  the  bar,  so 
There  are  worse  things  than  exj 
ing  plaintiffs'  lawyers  to  a  dosf 
their  own  medicine. 

The  critics  do  have  a  point  i 
they  charge  that  Rule  1 1  addsj 
other  layer  of  litigation  to  an  e> 
sively     litigious     system, 
methods  of  litigation  control-| 
English  rule,  alternative  dispute 
lution  and,  above  all,  reductiorli'  I 
the  scope  of  liability — would  pr  I U  ' 
bly  do  more  good  than  Rule  11.  I 
But  note  that  the  critics  aren't  \ 
posing  anything  to  take  Rule 
place.  Until  a  replacement  doesj 
pear,  Rule  1 1 ,  for  all  its  imperfect 
is  indispensable.  If  any  revision 
needed,  it  would  be  to  encoii' 
pro-litigation  courts  like  those  oi 
U.S.  Court  of  Appeals  for  the  > 
Circuit  to  invoke  the  rule  to 
heavier    fines    more    frequentl\ 
Ninth  Circuit  study  has  point© 
how  reluctant  West  Coast  judge 
to  use  Rule  1 1 . 

If  the    Supreme    Court    rut 
stamps  the  new,  weaker  versii 
Rule  1 1,  it  will  only  be  adding 
country's  litigation  overload. 
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(or  more  than  a  century  and  a  half,  Patek  Philippe  has  been  known  as 

te  finest  watch  in  the  world.  The  reason  is  very  simple.  It  is  made 

ifferently.  It  is  made  using  skills  and  techniques  that  others  have  lost 

ir  forgotten.  It  is  made  with  attention  to  detail  very  few  people  would 

>tice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection, 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  any  other.  A  watch 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 
generation  after  generation 
it  has  been  worn,  loved  and 
collected  by  those  who  are 
very  difficult  to  please; 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  delivery  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch  that 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  treasured. 


PATEK  PHILIPPE 

GENEVE 


For  an  elegant  collector's  book  about  Patek  Philippe  illustrating  our  men's  and 

women's  watches,  send  $15  —  or  for  current  informative  brochures  please  write  to: 

Patek  Philippe,  One  Rockefeller  Plaza,  Suite  930  (F),  New  York,  NY  10020. 


Looking  for  ways  to  regulate  health  care  costs?  As  the 
example  of  Bob  Carl's  Health  Images,  Inc.  reminds, 
the  best  cost-constrictor  is  a  healthy  market. 

A  man  with 
a  problem 


By  Dyan  Machan 


Health  Images'  Robert  Carl  III  with  pet 
Falling  MRI  prices  could  strangle  profits. 
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Robert  Carl  III  keeps  a  pet 
constrictor  at  the  office.  If  he  watcl 
his  pet  eat,  Carl  knows  it  feeds  by  I 
squeezing  the  life  out  of  its  prey. 

Like  the  snake,  the  U.S.  health  i 
market  is  squeezing  the  price  st 
ture  of  the  products  Carl's  comp] 
produces.    The    company,   Ada 
based  Health  Images,  Inc.,  manuj 
tures  and  operates  magnetic  re 
nance  imaging  machines,  or  Ml 
the  giant,  oven-like  devices  that 
duce  vivid  images  of  a  person's  inj 
nal  physiology. 

After  mris  were  introduced  in 
early  1980s,  they  became  all  the 
Doctors  loved   them   because 
were    great    diagnostic    tools — I 
great  investments,  with  fat  marj 
especially  when  insurance  compa 
are  picking  up  the  tab.  (And  they  el 
pay  when  doctors  refer  business; 
MRI  centers  they  own.) 

Before  long,  however,  the  maj 
began  to  constrict  the  excessive  pi 
itability  as  supply  caught  up  wit| 
and  then  overtook — demand. 
American  cities  are  now  awash  in  I 
machines.  Greater  Atlanta  now  haJ 
MRI  machines,  nearly  twice  the  n^ 
ber  in  all  of  Canada.  Indeed,  the 
has  3,200  of  the  5,800  mri  systl 
worldwide.  The  number  of  scans! 
ministered  in  the  U.S.  has  risen  tol 
million  from  2.9  million  in  five  ycj 

At  the  same  time,  doctors 
come  under  fire  for  referring  patij 
to  their  own  mri  centers.  A  ret] 
survey  in  the  Journal  of  the  Amen 
Medical  Association  found  that 
tors  who  owned  equity  in  mri  cer 
ordered  scans  1.7  to  7 .7  times  n 
often  than  doctors  who  had  no  o 
ership  interests.  Perhaps  $1.5  bil 
of  the  $6  billion  worth  of  scans  c 
last  year  were  unnecessary.  New  Y 
Florida  and  Illinois  have  now  pa 
laws  forbidding  self- referral.  Iim 
and   health   maintenance   ofgar 
tions  are  looking  much  more  care 
at  the  imaging  bills  they  receive. 

The  impact  on  scanning  price 
been  crushing.  Between  1988 
1991  the  national  average  reimbi 
ment  dropped  from  $1,000  a  sea 
about  $700.  Most  experts  expect 
fall  to  $500  before  leveling  off. 

There  arc  six  major  players,  all 
licly  owned,  in  the  mri  industry! 
table,   p.    144).    Apart    from   C 
Health  Images,  they  are:  Medical 
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^ne  thing  to  read  through  a  story  like  this.  And  quite  another  to  live  through  it. 

s  why  we  suggest  you  go  through  Seoul's  Kimpo  Airport,  on  Korean  Air.  Wfe  have  a 

al  in  an  airport  that's  larger.  Less  crowded.  And  able  to  offer  over  100  connecting 

throughout  Asia.  So  call  us  at  1-800-438-5000,  and  we'll  make  a  long  story  short. 
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Fly  the  Spirit  of  Dedication? 
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The  new  COMPAQ  PAGEMARQ  20 
and  COMPAQ  PAGEMARQ  15.  Two 
network  laser  printers  that  will 
immediately  establish  the  industry 
benchmark.  Printers  for  those  who 
want  nothing  short  of  everything. 

After  rather  extensive 
R&D,  we  realized  the  aver- 
age network  printer  was 
doing  more  to  raise  your 
group's  blood  pressure 
than  its  productivity. 

So  we  created  two  new 
network  printers  bristling 
with  features  that  will  help 
everyone  work  in  harmony. 

For  starters,  COMPAQ- 
built,  RISC-based  control- 
lers, in  combination  with 
powerful  print  engines,  let 
our  printers  run  at  15  and 
20  PPM.  And  at  20  PPM, 
that's  100%  faster  on  aver- 
age than  HP  LaserJet  IlISi 


in  PostScript  applications. 

And  the  ability  to  print 
in  sizes  up  to  11"  by  17" 
will  really  make  your  day. 
Especially  if  it's  filled  with 
everything  from  envelopes 
to  double -page  layouts  to 
CAD  plots  to  spreadsheets. 

The  built-in  motorized 
paper  trays  can  hold  up  to 
1,500  sheets,  more  than  any 
other  desktop  printer.  So 
you  can  think  about  things 
other  than  loading  paper. 


Not  only  do  our  prir 
know  PostScript  Lev 
and  PCL5,  but  unlike 
others,  they  come  equip 
with  Intelligent  Emula 
Sensing.  A  feature  that 
stantly  monitors,  with  r 
like  precision,  the  lang 


RQHC 
WQP.i 

?:::■■ 


m 

pill 


that  anyone  is  using  at    rtnidc 


»imnn 


given  time,  and  then 
matically  adjusts  to 
emulation  without  j 
having  to  lift  a  fingii 
Truly  network-n 


Ot'!\l 


•This  service  is  provided  by  guaranteed  service  providers,  and  may  not  be  available  in  certain  gcogi.iphu  lt.».iin.n  paij iputri  i  oipnralion    Ml  rigtf 
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I'MPAQ  PAGEMARQ  20:  20PPM  «  20-MHz  AMD  29000  RISC  with  128-K 
;  <«  4MB  RAM  standard,  expandable  to  20  MB  <«  /,  500-sheet  (standard) 

•MPAQ  PAGEMARQ  IS:  1SPPM  <<  16-MHz  AMD  29000  RISC  << 
I  RAM  standard,  expandable  to  18  MB  <<  750-sheet  (standard),  1,000-sheet 
with  optional  second  TwinTraj 

MODELS:  Up  to  800  x  400dpi  (COMPAQJiigh-Resolution  Mode)  << 
Script  Level  2  and  PCL  5  wl Intelligent  Emulation  Sensing  <'  One  slot  /port 
for  AppleTalk,  Network  Interface  Cards,  Internal  FAX  Modem,  Serial  and  Parallel 
<•  Available  Options:  Internal  60-MB  Hard  Drive,  1  -  and  2-MB  Program- 
me Font  Modules  <<  Consumables:  One-piece  cartridge  with  12,000-page  yield 


lers  should  meet  all 
mr  network  needs, 
provide  a  direct  con- 
to  Novell  and  Apple  - 
|  environments. 

id  they  offer  you  five 
laces,  so  that  you  can 

lernet  or  Token  Ring, 


AppleTalk,  both  a  serial  and 
parallel  port,  as  well  as  an 
Internal  FAX  Modem— all 
at  the  same  time.  Leading 
to  better  communication 
across  your  entire  network. 
Instead  of  language  that 
best  remains  unprinted. 


Completing  the  picture 
is  an  800x400  high-resolu- 
tion print  mode  for  crisp 
text  and  graphics.  Add  the 
internal  60-MB  Hard  Drive 
or  the  Programmable  Font 
Modules  to  customize  and 
expand  your  font  library,  as 
well  as  to  store  PostScript 
fonts  permanently,  without 
downloading  constantly. 

And,  with  CompaqCare, 
you  get  a  free,  one-year,  on- 
site*  limited  warranty  for  re- 
pair by  the  second  business 
day,  anywhere  in  the  U.S. 

Call  our  printer  special- 
ists at  1-800-345-1518  about 
the  new  line  of  COMPAQ 
PAGEMARQ  Laser  Printers. 
Products  from  a  company 
that  believes  total  chaos 
should  never  be  standard 
operating  procedure  in  a 
computer  network. 


Our  Intelligent  Emulation  Sensing 
feature  continually  monitors,  then  auto- 
matically adjusts,  to  either  PostScript 
Level  2  or  PCL  5  depending  upon  which 
you're  using.  You  needn't  lift  a  finger. 


They  print  in  sizes  up  to  11"  by  17"  They 
can  handle  CAD  images,  spreadsheets,  and 
even  double-page  layouts.  Multiple  Twin- 
Trays  hold  up  to  1,500  sheets.  Impressed? 


mmmmam 


With  our  printers'  optional  Internal  FAX 
Modem,  you  can  send  and  receive  pre- 
sentation-quality documents,  in  sizes  up 
to  11"  by  17"  Right  fr  m  your  desktop. 


comPAa 


jbe  trademarks  and/or  registered  trademarks  of  their  respective  companies. 


Health  Images 


A  magnetic 
>  resonance 
imaging  machine 
More  MRI 
machines 
in  Atlanta 
than  in  all 
of  Canada. 


aging  Centers  of  America,  American 
Shared  Hospital  Services,  Alliance 
Imaging  Inc.,  American  Health  Ser- 
vices Corp.  and  Maxum  Health  Corp. 
Medical  Imaging,  with  annual  sales  of 
$88  million,  is  the  largest;  Maxum, 
with  $35  million,  is  the  smallest.  Wall 
Street  has  pounded  their  stocks  over 
the  past  year.  Stock  prices  for  the  five 
are  57%  off  their  12 -month  highs. 

Everything  being  relative,  Carl's 
Health  Images  has  fared  the  best. 
Recently  at  8%,  its  over-the-counter- 
traded  shares  are  down  only  49%  from 
their  high  of  17%.  But  the  worst  may 
still  be  ahead  for  the  company. 

Carl,  38  and  a  lawyer  by  training, 
started  the  company  with  two  part- 
ners in  1982.  A  licensing  agreement 
with  Johnson  &  Johnson's  Techni- 
care  division  allowed  Carl  to  start 
building  his  own  equipment  in  1989. 
Health  Images  provides  the  machines 
to  the  imaging  centers — 38  in  all — 
that  it  owns  and  operates.  Health 


Images  formed  limited  partnerships 
with  doctors  for  some  of  its  stand- 
alone mri  centers.  The  company  now 
is  buying  out  those  partners. 

Carl  has  kept  a  step  ahead  of  the 
scanning  industry's  worst  problems 
by  acquiring  centers  in  places  where 
he  hopes  demand  for  imaging  is  still 
strong.  But  others  are  pursuing  simi- 
lar strategies.  Meanwhile,  Health  Im- 
ages is  running  at  just  50%  of  capacity. 
To  survive,  says  Carl,  the  company 
must  increase  the  utilization  of  its  mri 
centers  by  winning  more  business 
from  HMOs  and  insurance  companies. 
That  means  pushing  more  bodies 
through  its  machines,  which  means 
Health  Images  must  continue  to  ag- 
gressively discount  the  price  of  its 
scans.  It  currently  charges  an  average 
of  $8 10  per  scan,  down  $50  in  the  last 
12  months. 

The  price  chopping  has  won  new 
contracts  from  Cigna  Health  Plan  of 
Texas  and  from  Kaiser  Permanente  in 


Major  players 

Latest  12-month 
EPS             sales 
($mil) 

Market 

value 

($mil) 

recent 

Health  Images                      8% 

Alliance  Imaging                    4 
American  Health  Services        1% 
American  Shared  Hosp  Svcs    VA 
Maxum  Health                      4% 
Medical  Imaging  Centers         31/< 

52-week 

high              low 

WA 

41*6 

12% 
5% 

7 

$0.53 

$61 

$111 

2K 

1% 

3 

3 

2V* 

0.27 
-0.07 
0.03 
0.08 
-1.37 

52 
42 
59 
35 
88 

29 
16 
8 
15 
41 

Most  MRI  companies  are  trading  near  their  lows. 
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Atlanta.  But  the  contracts  must 
renegotiated  in  12  months.  With  s 
prices  falling  everywhere,  Health ' 
ages  will  face  pressure  to  disco 
even  more. 

Another  reason  the  market 
squeezing  Carl's  prices:  The  magn 
field  strength  in  Health  Images'  ol 
Technicare  machines  is  somew 
weaker  than  those  in  newer  machii 
with  the  result  that  many  Health 
ages  machines  produce  pictures  v 
less  clarity.  The  difference  isn't  crit 
in  most  scans,  but  where  doctors  h 
a  choice  they  prefer  a  more  powe 
machine — especially  if  there  is 
price-offsetting  differential. 

Health  Images'  bookkeeping  ra 
some  eyebrows,  too.  Most  mri  a 
panies  depreciate  their  machines 
five  to  seven  years.  Health  Irru 
depreciates  its  machines  over 
years.  Had  Carl  used  a  five-year  an 
tization  period,  Health  Images'  V 
earnings  would  have  shrunk  by  1 
to  25  cents  a  share  from  the  49  cer 
share  reported.  Says  Carl,  a  bit  she 
ishly:  "This  is  one  thing  we  can 
criticized  on." 

Yet  many  on  Wall  Street  love 
stock.  Over  the  nine -month  pei 
ended  Sept.  30,  Health  Im; 
earned  $5.1  million  on  sales  of 
million.  Analysts  who  follow  the  c< 
pany  bullishly  predict  it  will  earn  3 
million  (55  cents  a  share)  on  sale 
$69  million  this  year — and  $8.8 
lion,  or  73  cents  a  share,  on  $8 
million  in  sales  next  year.  At  its  re» 
price,  the  stock  trades  at  12  times  5 
year's  anticipated  earnings. 

But  making  those  estimates 
require  a  miracle.  In  the  first 
months,  Health  Images  did  55 
scans  at  an  average  of  $786  < 
Medicare,  a  leader  in   rate -sett 
pays  a  minimum  of  $450  per  scan 
say,  the  national  average  of  $70( 
scan,  Health  Images'  revenues  wi 
have  been  $39  million  or  so- 
under the  company's  $42  millio: 
erating  costs  during  the  period, 
for  Health  Images,  operating  i 
are  largely  fixed 

Can  Carl  increase  the  compa 
scanning  volume  enough  to  cow 
fixed  overhead?  "If  we  don't,' 
replies  bluntly,  "we  go  out  of  I 
ness."  The  market,  left  to  its 
devices,  does  a  superb) — if  somet 
painful — job  of  constricting  prici 
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FINE       ART 


54  Mission  Street 
San  Francisco,  California  94  1  03 


i  Neil.  I  called  you  last  week  and  they  said  you  were  in  Princeton.  Does  your  daughter  go  to  school  there?' 


'No,  she  doesn't.  I  do." 


While  our  newly  hired 

Financial  Consultants  undergo 

a  two-year  training  program, 

including  classes  at  our  training  center 

in  Princeton,  NJ,  our  senior  people 

benefit  too.  Every  single 

Merrill  Lynch  Financial  Consultant 

receives  ongoing  training.  It  never  ends. 

Can  your  brokerage  firm  say  that? 


Merrill  Lynch 

A  tradition  of  trust. 


OBSERVATIONS 


Are  we  prepared  to  bet  young  people's  lives,  or  the 
effectiveness  of  our  armed  forces,  on  the  presumption 
that  Pat  Schroeder  knows  better  than  Colin  Powell? 

Homosexuals  in 
the  military 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 

Controversies  over  official  policies 
toward  homosexuals  in  the  military 
are  not  only  serious  in  themselves,  but 
are  also  painfully  revealing  as  to  the 
kind  of  thinking— or  lack  of  think- 
ing— by  advocates  of  accepting  gays 
into  the  armed  forces. 

Many  arguments  run  along  the  line 
that  all  that  legitimately  matters  is  the 
individual's  own  job  performance.  It 
is  one  of  the  signs  of  the  utter  unreali- 
ty of  our  times  that  adult  human 
beings  could  seriously  apply  this  at- 
omistic view  of  the  world  to  an  orga- 
nization which  is  the  very  antithesis  of 
individualism,  and  in  which  the  stakes 
are  life  and  death. 

Military  success  or  failure — which 
is  to  say,  the  fate  of  nations — does  not 
depend  on  individual  performance 
but  on  group  coordination  and  group 
morale.  Whatever  policies  emerge  in 
the  military  must  recognize  that  cen- 
tral fact  if  they  are  to  deal  responsibly 
with  the  lives  of  young  people  who 
are  put  in  harm's  way  for  the  sake  of 
their  country. 

It  is  hard  to  imagine  how  anyone 
who  has  ever  lived  in  a  military  bar- 
racks can  seriously  suggest  that  open 
homosexuality  there  will  do  any- 


thing positive  for  group  morale. 

No  doubt  there  have  been  homo- 
sexuals in  the  military  before,  as  there 
have  been  homosexuals  in  many  other 
walks  of  life.  But  no  one  is  concerned 
about  what  people  do  privately.  It  is 
official  acceptance  of  homosexuality 
that  would  make  it  an  intrusion  into 
the  lives  of  other  people,  as  part  of 
everyday  barracks  life. 

Privacy  is  not  to  be  found  in  mili- 
tary barracks.  Nor  are  military  rela- 
tions egalitarian  relations.  Given  the 
rigid  hierarchy  and  the  degree  of  sub- 
ordination inherent  in  military  life, 
any  form  of  sexual  activity  between 
military  personnel  is  fraught  with  ex- 
plosive dangers,  even  in  peacetime. 

In  combat,  when  members  of  a  pla- 
toon under  fire  have  to  depend  on  each 
other  for  survival,  what  does  it  do  to 
that  unit's  cohesion  when  soldiers 
know  that  some  of  their  comrades  are 
lovers,  who  are  likely  to  look  out  for 
each  other,  rather  than  the  platoon? 

Does  anyone  doubt  for  a  moment 
that  official  acceptance  of  homosex- 
uality will  be  only  a  prelude  to  de- 
mands that  homosexuals  not  be  "dis- 
criminated" against — which  is  to  say, 
that  any  adverse  decision  regarding  an 
individual  who  happens  to  be  homo- 
sexual will  be  a  potential  lawsuit? 

And  does  anyone  expect  either  mil- 
itary discipline  or  morale  to  be  unaf- 
fected by  all  that?  Without  discipline 
and  morale,  what  is  a  military  unit  but 
a  disaffected  mob? 

We  need  not  limit  ourselves  to 
speculation.  As  homosexuality  has  be- 
come increasingly  accepted  on  many 
of  our  leading  college  campuses,  gays 
have  become  another  privileged  class. 

Students  have  been  punished  mere- 
ly for  daring  to  criticize  the  homosex- 
ual lifestyle.  On  some  college  campus- 


es, men's  toilets  have  become  rem 
vous  centers  for  homosexual  acti 
to  such  an  extent  that  gay  acti 
have  published  annually  upd 
guides  to  the  best  places  for  « 
encounters. 

Toilets  in  libraries  at  Georgeti 
University,  Howard  University 
the  University  of  Maryland,  for  ex; 
pie,  have  made  that  list.  Holes 
been  drilled  in  the  toilet  stalls  to  fan 
tate  anonymous  homosexual  acti 
from  Dartmouth  to  Georgeto 
the  University  of  Florida  and  the 
versity  of  California  at  San  Diego. 

Concentrations  of  young  male 
institutions  that  accept  homosex 
ity  have  proven  to  be  magnets 
gays.  Toilets  at  the  University  of  F 
ida  have  attracted  gay  men  from  I 
as  40  miles  away.  Are  we  now  to 
the  military  into  another  concen 
tion  of  young  males  in  an  institu 
that  accepts  homosexuality? 

When  you  can't  even  go  to 
toilet  without  being  a  witness  to 
target  of  homosexual  activity,  we 
no  longer  talking  about  how  so 
one  does  his  individual  job.  Can 
one  imagine  how  soldiers,  Marin 
paratroopers  are  going  to  reac 
such  situations? 

The  last  refuge  of  the  advocate 
admitting  gays  into  the  military  i 
analogize  the  military's  resistanc 
their  past  resistance  to  the  racial 
segregation  of  the  armed  forces, 
such  analogies  are  strained,  and  t 
certainly  do  not  prove  that  mili 
leaders  are  always  wrong  and  pc 
cians  are  always  right. 

Are  we  prepared  to  bet  young  \ 
pie's  lives,  or  the  effectiveness  of 
armed  forces,  on  the  presump 
that  Pat  Schroeder  knows  better  t 
Colin  Powell? 

No  small  part  of  the  social  probl 
of  this  country  today  derive  f 
three  decades  of  blithe  disregap 
factors  which  transcend  the  indi 
ual.  Social  norms  have  been  w. 
aside  as  mere  superstitions  and  pi 
decency  has  become  something 
garded  as  quaint,  if  not  oppressh 

After  a  chilling  string  of  failun 
the  1960s  social  philosophy  in  < 
ian  life — deteriorating  cdiic.it 
soaring  crime  rates,  disintcgra 
families,  growing  drug  addictii 
zealots  are  now  ready  to  apply 
the  military. 
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American  Re's  products  and  services 
ire  only  available  at  the  above  location 


Today  you  need  a  reinsurer  with  financial  stability, 

innovative  products  and  services,  and 

a  strong  international  presence  in  order  to  respond 

to  your  clients'  global  needs.  American  Re 

has  been  in  business  for  75  years,  and  we  have 

offices  in  27  locations  worldwide  staffed 

by  local  experts.  We  have  the  capability  to  create 

customized  programs  that  keep  you 

current  in  a  changing  world.  Update  your 

global  strategy.  Talk  to  American  Re. 


AMERICAN 

RE  INSURANCE  COMPANY 

555  College  Road  East,  Princeton,  N  J  08543-5241  (609)  275-2000 

Atlanta,  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne,  Mexico  City, 
Minneapolis,  Montreal,  New  York,  Philadelphia,  Princeton,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo,  Toronto.  Vienna 
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It  wouldn't  be  the  holidays 
without  a  glass  of  Black. 


Ultimately  there's  Black. 

Send  a  gift  of  lohnnie  Walker"  Black  Label  "anywhere  in  the  U.S.A.  Call  1-800-238-4373.  Void  where  prohibited 
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continue  its  headlong  growth  all  Thailand  has  to  do  is 
[snarl  Bangkok's  horrific  traffic,  add  millions  of 
[ones,  control  AIDS— and  keep  the  army  quiet. 

second 
llouth  Korea? 


Jtewart  Pinkerton 

j  A  LOOK  at  the  economic  potential 
lailand,  visit  the  assembly  floor  of 

|million  (1991  sales)  Siam  Kubota 

|el  Co.,  Ltd.,  just  outside  Bang- 
It's  crammed  with  shiny,  freshly 

ted  power  tillers,  machines  to  re- 
the   water   buffalo   that   have 

|d  for  centuries  in  the  rice  paddies 
)utheast  Asia.  "When  the  Viet- 
market  opens  up,"  says  Nirun 

|ipiromkul,  Siam  Kubota's  vice 
lent  for  finance  and  administra- 
te plan  to  be  there.  We're 

l:  to  compete." 


But  looking  at  his  watch,  Nirun 
turns  to  a  less  optimistic  topic:  Bang- 
kok's vengeful  traffic  jams.  He  urges  a 
visitor  to  allow  at  least  an  hour  and  a 
half  to  make  a  trip  to  a  downtown 
appointment  some  25  miles  away.  "If 
you're  lucky,"  Nirum  adds,  "it  may 
only  take  an  hour." 

That  pretty  well  sums  up  Thai- 
land's promise — and  its  frustrations. 
Boasting  one  of  the  world's  fastest- 
growing  economies,  Thailand's  gross 
domestic  product  is  expected  to  grow 
at  a  healthy  7.5%  pace  this  year,  after 


averaging  over  10%  growth  for  the 
past  four  years. 

Taking  their  cue  from  the  South 
Koreans  and  the  Taiwanese,  the  Thais 
have  been  pushing  exports.  Merchan- 
dise exports  jumped  by  over  23%  last 
year,  to  roughly  $28  billion.  Among 
the  particularly  strong  sectors:  textiles 
and  electronics. 

Offering  tax  breaks,  simplified  cus- 
toms regulations  and  other  incen- 
tives, the  Thai  government  has  ag- 
gressively courted  foreign  companies 
for  new  factories,  particularly  in  the 
less  developed  rural  regions.  Already 
some  1,500  Japanese  companies — 
and  as  many  as  30,000  Japanese  citi- 
zens— have  set  up  shop  in  the  coun- 
try. Siam  Kubota,  in  fact,  is  a  joint 
venture  of  Siam  Cement  Co.,  Ltd. 
and  Japan's  Kubota  Co.,  Ltd.  "Be- 
tween 1989  and  1991,  a  Japanese 
factory  opened  every  three  days," 
boasts  Staporn  Kavitanon,  secretary 
general  of  the  government's  Board  of 
Investment  (boi). 

And  in  a  bid  to  put  Bangkok  on  the 
map  as  a  financial  center  for  Indo- 
china, the  Bank  of  Thailand  will  soon 
select  about  20  foreign  banks  to  es- 
tablish units  in  the  country.  Some  200 
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bij  John  L.  Buchman 


Sometimes  buildings  constructed  for  the  most  prosaic  of 
functions  can  take  on  a  symbolic,  even  a  spiritual,  life  of 
their  own.  This  is  especially  true  of  Pittsburgh's  new  $1 
billion  international  airport  —  an  expansive,  high-tech  and  art- 
filled  complex  that  has  come  to  represent  much  more  than  a 
mere  facility  for  connecting  travelers  and  cargo  with  airplanes. 

"The  airport  finally  puts  to  rest  any  lingering  images  of 
this  city  as  a  tired  old  industrial  area,"  says  Jay  Aldridge,  pres- 
ident of  Penn's  Southwest  Association,  a  regional  economic 
development  group.  "Pittsburghers  are  finished  looking  back. 
This  new  airport  is  our  declaration  to  the  world:  We've 
earned  our  way  into  the  big  leagues." 

Pittsburgh  International  Airport  is  the  biggest  economic 
generator  in  the  history  of  western  Pennsylvania,  according 
to  Tom  Foerster,  chairman  of  the  Allegheny  County 
Commissioners,  who  was  a  prime  leader  in  developing  the 
new  facility.  "The  new  airport  will  create  50,000  jobs. 
Pittsburgh  International  reflects  the  user-friendliness  of  its 
hometown,  the  grand  vision  of  its  designers  and  the  innova- 
tiveness  of  Allegheny  County's  industrial  heritage." 

Pittsburghers  say  it  will  make  an  already  great  region  even 
better. 

Ask  a  Pittsburgh  resident  to  list  southwestern 
Pennsylvania's  strengths,  and  without  hesitation,  you'll  hear 
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From  Pittsburgh's  time-tested  muscle  and  brawn  is  emerging 
a  future  based  on  the  exciting  technologies  that  are  reshaping 
the  world  economy. 


the  following:  universities  leading  the 
development  of  software,  robotics, 
artificial  intelligence  and  large-scale 
computing;  a  huge  and  prosperous 
medical  complex  known  worldwide 
for  its  pioneering  biomedicine  and 
transplant  surgery;  corporations  that 
have  rejuvenated  themselves,  emerg- 
ing as  reenergized  players  in  the 
global  economy;  banks  that  are 
among  the  strongest  in  the  country; 
hundreds  of  small  to  mid-sized  tech- 
nology-driven companies  that  are 
bringing  new  vitality  to  manufactur- 
ing and  commerce;  the  area's  emer- 
gence as  "Hollywood  East,"  with 
scores  of  big-name  filmmakers  using 
the  city  as  a  stage;  a  symphony  that 
regularly  tours  the  world;  a  flourish- 
ing arts  community  eagerly  anticipat- 
ing the  opening  of  the  Andy  Warhol 
Museum;  and,  of  course,  the  Steelers, 
Penguins  and  Pirates. 

In  addition  to  this  impressive  list,  Pittsburghers  can  proud- 
ly point  to  what  remains  constant.  Strong,  cohesive  neighbor- 
hoods. Affordable  housing  costs  and  crime  statistics  that  arc- 
about  half  the  national  average.  An  abundance  of  nearby  lakes 
and  rivers.  A  golfer-friendly  environment,  with  more  courses 
per  resident  than  anywhere  in  the  country.  And  most  impor- 
tant, an  enduring  sense  of  continuity  and  cohesiveness,  built 
in  large  part  on  decades  of  successful  partnership  between 
government  and  business. 

"Southwestern  Pennsylvania  enjoys  a  remarkable  degree  <>t 
collaboration  between  its  various  constituencies.  The  ability 
of  different  groups  to  put  aside  parochial  self-interest  and 
concentrate  on  the  common  good  is  one  of  our  exceptional 
qualities,"  says  Thomas  O'Brien,  chairman  of  Pittsburgh- 
based  PNC  Corp,  a  banking  holding  company. 


"THE  NEW  TERMINAL  RND 

SUPPORT  FACILITIES.  IIS  HELL 
RS  R  PROPOSED  RFTH  RUNWRV. 
POSITION  THE  PITTSBURGH 
INTERNRTIONRL  RIRPORT  WELL 
FOR  THE  HIST  CENTURV  WERT 
USfllR  ARE  PROUD  TO  BE  R 
PRRT  OF  THE  MOST  MODERN 
RIRPORT  IN  THE  WORLD." 

—  Setb  Scbofield, 
I  V  //;•  Chairman 
and  President 
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ADVERTISEMENT 


"We  enjoy  a  much  more  diverse  economy  today  than  many 
people  may  realize,"  says  Penn's  Southwest's  Aldridge,  stress- 
ing that  some  80%  of  the  work  force  is  not  in  the  manufac- 
turing sector.  Fastest-growing  is  the  (service  component, 
which  has  increased  almost  50%  in  the  last  ten  years,  with 
nearly  half  of  those  jobs  in  managerial,  professional  or  tech- 
nical positions.  Pittsburgh  is  the  fifth-largest  hub  of  corpo- 
rate headquarters  in  the  U.S.         / 

The  manufacturers  that  do  cadi  southwestern  Pennsylvania 
home  are  themselves  more  progressive  and  competitive  than 
those  in  many  other  parts  6f  the  country. 

"We've  made  tremendous  progress  in  capitalizing  on  our 
great  manufacturing  legacy  while  building  a  vibrant  technol- 
ogy sector/'-says  Timothy  Parks,  executive  director  of  the 
Pittsburgh  High  Technology  Council,  an  influential  regional 
•economic  catalyst.  "The  two  are  inextricably  linked. 
Nationally,  America's  manufacturing  prowess  is  only  as 
I  strong  as  its  weakest  link.  In  the  Pittsburgh  area,  we've  taken 
important  steps  to  use  technology  to  lift  that  standard." 

From  Pittsburgh's  time-tested  muscle  and  brawn  is  emerg- 
ing a  future  based  on  the  exciting  technologies  that  are 
reshaping  the  world  economy. 

H  SPHRHUNG  JEWEL 

While  Pittsburgh  remains  the  largest  inland  port  in  the  U.S., 
its  transportation  infrastructure  clearly  will  be  dominated  by 
[•air  travel.  No  city  could  ask  for  a  more  sparkling  jewel  than 
[the  new  Pittsburgh  International  Airport  about  which  to  boast. 

Twenty-four  million  air  travelers  annually  —  potentially  as 
many  as  32  million  by  2003  —  are  expected  to  pass  through 
ithe  Pittsburgh  International  Airport.  The  complex's  12,000 
acres  make  it  larger  than  Chicago's  O'Hare  and  Adanta's 
Hartsfield  combined. 

"It  is  hard  to  imagine  how  much  of  an  impact  the  project 
|  has  had  —  and  will  have  —  on  the  region  and  the  construc- 
tion industry,"  said  David  E.  Dick,  senior  vice  president  of 
Dick  Enterprises,  which  built  the  airport  along  with  joint 
venture  partner  Mellon  Stuart.  "It  has  been  a  once-in-a- 
I  decade  opportunity. " 

The  grand  scope  of  the  airport  is  not  limited  to  size. 
I'Teople  Movers"  connect  the  Landside  Terminal  through 
Isleek  tunnels  to  the  1 .2  million-square-foot  Airside  Terminal, 
jwhose  X-shaped  design  allows  airplanes  to  approach  from 
ay  direction. 

The  main  concourse  area  has  60-foot  ceilings  and  exposed 
steel  trusses,  with  arched  floodlights  and  skylights  that  bathe 
le  area  in  natural  light.  The  design  visually  evokes  the  great 
rain  stations  of  an  earlier  era. 

Passengers  changing  planes  —  an  estimated  60%  of  the  total 
passenger  traffic  —  will  not  suffer  from  a  lack  of  diversion. 

"Air  Mall,"  created  and  managed  by  the  U.K's  BAA,  for- 
luerly  British  Airport  Authority,  includes  scores  of  specialty 
retail  outlets  and  restaurants.  The  environment  is  akin  to  the 
Heathrow  and  Gatwick  airport  shopping  meccas  that  BAA  suc- 

sfully  developed  in  Britain.  For  those  lacking  the  shopping 
br  eating  urge,  the  airport  also  includes  a  "Kidsport"  recreation 
foom  for  children  and  a  non-sectarian  "Reflection  Room." 

The  75  gates,  spread  through  four  concourses,  are  linked  by 

loving  sidewalks.  Automated  "smart"  terminals  speed  check- 


in,  while  an  advanced  baggage  system  relies  on  laser  scanners. 

Pittsburgh  architect  Tasso  Katselas  says  he  conceived  of 
the  airport's  structure  with  a  passenger's  total  experience  in 
mind.  One  example  is  the  covered  walkways  and  moving  side- 
walks connecting  parking  lots  to  the  landside  terminal.  "It's 
one  of  the  greatest  spaces,"  he  says.  "From  the  moment  you 
leave  your  car,  you  know  you  have  made  a  transition  from 
your  everyday  world  into  the  world  of  flight." 

"Our  new  airport  ushers  in  an  exciting  new  era  in  trans- 
portation and  commerce  for  Pittsburgh,  Allegheny  County 
and  southwestern  Pennsylvania,"  says  Pittsburgh  Mayor 
Sophie  Masloff.  "Pittsburgh  has  long  been  poised  to  take 
advantage  of  new  commercial  and  international  opportunities 
that  will  result  from  the  convenience  of  this  state-of-the-art 
airport,  and  we  are  certainly  ready  to  become  a  major  player 
in  global  markets.  Our  work  force  is  skilled.  Our  city  is 
among  the  most  livable  in  the  nation,  a  center  for  arts,  sports 
and  world-class  culture.  The  city's  economic  growth  works  in 
partnership  with  colleges  and  universities  in  creating  a  new 
haven  for  high-tech  and  biomedical  research.  This  new  air- 
port initiates  a  wealth  of  new  opportunities  for  our  citizens 
and  our  businesses  as  well  as  opportunities  for  businesses 
from  around  the  world." 


PENN'S  SOUTHWEST  ASSOCIATION: 
CREATING  MOMENTUM 

In  the  21  years  since  its  launch,  the  Penn's  Southwest  Association 
has  played  a  major  role  in  attracting  over  400  domestic  and  for- 
eign firms  to  the  region.  These  firms  have  created  an  estimated 
29,000  new  jobs  and  produced  additional  annual  payrolls  in  excess 
of  $750  million. 

Last  year  alone,  the  group  helped  bring  12  new  companies  to  the 
Pittsburgh  metropolitan  area,  creating  about  2,000  new  jobs  and 
annual  paychecks  in  excess  of  $45  million.  It  estimates  that  it  spends 
about  $500  for  each  new  job  added  and  $.02  for  each  new  dollar  of 
annual  payroll,  both  of  which  are  low  in  comparison  with  other 
regional  economic  development  activities. 

The  group  also  has  acted  as  a  catalyst  in  other  facets  of  regional 
economic  growth.  In  the  1980s,  a  push  to  leverage  the  research 
prowess  of  Pittsburgh's  universities  by  attracting  high-technology 
manufacturing  evolved  into  the  Pittsburgh  High  Technology  Council. 
That  group,  now  approaching  its  tenth  anniversary,  is  perhaps  the 
nation's  most  successful  technology  development  organization,  facili- 
tating the  launch  of  internationally  competitive  software,  biotechnol- 
ogy and  robotics  manufacturers. 

"Our  success  has  been  more  than  direct  job  creation,  though  that 
is  vitally  important,"  says  Jay  Aldridge,  president  of  Penn's 
Southwest.  "We've  played  a  major  role  both  in  the  movement 
toward  technology-fueled  growth  and  the  internationalization  of  our 
area.  The  spinoffs  touch  us  all,  culturally  and  economically.  We've 
seen  that  gaining  recognition  as  a  center  for  emerging  technologies 
and  as  an  international  business  hub  creates  its  own  momentum." 

The  group's  current  focus  is  on  building  the  Pittsburgh  area's  rep- 
utation in  knowledge-based  businesses. 

"The  Pittsburgh  area  has  tremendous  opportunities,"  says 
Aldridge,  "so  we're  asking  the  world  to  take  another  look  at  us." 
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Veritus  Inc. 


Veritus  Inc.,  under  the  trade 
name  of  Blue  Cross  of 
Western  Pennsylvania,  serves 
the  employee  health  benefit 
needs  of  the  Pittsburgh  area 
and  the  western  half  of  the 
state.  Employer  group  cus- 
tomers can  choose  from  a 
variety  of  benefit  designs  for 
their  employees.  Cost  savings  result  from 
leading-edge  health  care  management  pro- 
grams, a  health  maintenance  organization, 
and  a  strong  preferred  provider  network.  The 
company,  headquartered  in  Fifth  Avenue 
Place,  is  financially  solid,  with  an  "excellent" 
rating  from  Standard  &  Poor's.  A  full  range  of 
employee  benefit  programs  and  other  ser- 
vices —  including  life  and  disability  insurance, 
reinsurance,  health  promotion,  employee 
benefits  administration  —  is  available  through 
the  corporation's  affiliated  Veritus  Group  of 
Companies.  The  group  has  regional  offices  in 
California,  Georgia,  Indiana,  Maryland,  Ohio, 
Texas  and  Utah. 
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Columbia  Gas  of  Pennsylvania 


Today,  more  Pennsylvanians  are  realizing  the 
value  of  natural  gas  as  the  energy  of  choice  — 
not  only  in  the  home,  but  also  in  the  work- 
place. Clean-burning  natural  gas  is  efficient, 
economical  and  reliable.  It's  also  better  for 
the  environment.  That's  why  more  businesses 
are  turning  to  natural  gas  to  heat  and  cool 
their  buildings  and  fire  their  boilers.  Natural 
gas  can  also  fuel  their  fleets  to  help  them 
meet  tougher  emissions  standards. 

With  360,000  customers  in  26  counties, 
Columbia  Gas  of  Pennsylvania  is  helping  fuel 
the  growth  and  economic  development  of 
our  state.  Because  people  look  to  Columbia 
for  ideas  and  the  energy  to  make  them  work. 
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PNC  Financial  Corp 


Pittsburgh  International 
Airport  offers  fliers  a 
first-ever  opportunity  to 
trade  stocks  at  an  air- 
port. At  the  PNC  Banking 
Services  Center,  they  can 
buy  or  sell  stocks,  apply 
for  loans  or  open  deposit  accounts,  all  via  the 
latest  in  banking  technology. 

Travelers  who  pick  up  an  investment  idea 
on  the  first  leg  of  their  flight  can  check  it  out, 
open  an  account  with  PNC  Securities  Corp 
and  place  an  order  before  embarking  on  the 
second  leg. 

The  Banking  Center  also  features  the  latest 
self-service  banking  machines  that  display  an 
electronic  image  of  the  check  while  cashing  it 
to  the  penny. 
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Mellon  Bank  Corporation 


With  assets  of  approxi- 
mately $30  billion,  Mellon 
Bank  Corporation  is  a  major 
bank  holding  company 
headquarteredln  Pitts- 
burgh, PA.  Founded  in 
1869  as  T.  Mellon  &  Sons' 
Bank,  today  Mellon 
engages  principally  in  three  lines  of  business: 

•  Retail  Banking,  which  serves  consumers 
andsmall  businesses  in  Pennsylvania, 
Delaware  and  Maryland; 

•  Wholesale  Banking,  which  serves  large 
corporate  customers  on  a  national  and 
selected  international  basis,  and  mid- 
sized companies  in  the  Central  Atlantic 
region;  and 

•  Service  Products,  which  provides  a  com- 
prehensive range  of  fee-based  services  — 
principally  trust  and  investment,  cash 
management  and  data  processing  —  on 
a  national  and  international  basis. 

Mellon  holds  leadership  positions  in  many  of 
the  markets  and  businesses  it  serves. 

Vh  Mellon  Bank 


Bell  of  Pennsylvania 


Bell  of  Pennsylvania,  a  Bell  Atlantic  Company, 
is  a  key  contributor  to  Pittsburgh's  develop- 
ment as  a  technology-rich  global  hub.  The 
company  is  enriching  the  area's  communica- 
tions infrastructure  with  applications  of  lead- 
ing-edge telecommunications  and  data 
networking  technologies.  Bell  of  Pennsylvania 
has  equipped  Pittsburgh's  new  International 
Airport  with  one  of  the  most  advanced 
communications  platforms  of  any  airport  in 
the  country.  It  draws  upon  Bell  Atlantic's 
Advanced  Intelligent  Network,  a  state-of-the- 
art  system  offering  unmatched  service 
reliability.  Bell  of  Pennsylvania  is  also  introduc- 
ing many  new  high  speed  data  transport 
services  to  help  companies  in  the  Pittsburgh 
area  exchange  information  quickly  and 
economically. 


A  Bell  Atlantic  Company 

S  Bell  of  Pennsylvania 

We're  MoreThanjustTalk9 
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The  new  Pittsburgh  International  Airport] 

Designed  to  be  the  best  connecting  complq 

in  the  world. 


Pittsburgh  was  once  known  as  a  steel  town. 
Now  it  is  home  to  the  world's  most  modem 
connecting  terminal-the  new  Pittsburgh 
International  Airport. 

It's  truly  a  destination  in  itself  with  75 
gates-50  of  which  are  USAir.  In  addition, 
there  are  25  USAir  Express  gates 
in  the  new  commuter  terminal. 

Yet  despite  its  size,  this 
new  terminal  is  a  model  of 


USAir 

USAir  begins  with  you 


out  the  terminal.  Plus  there  are  three  luxu- 
rious USter  Clubs-one  of  which  is  over  8,500 
square  feet-where  members  can  have  a 
meeting  or  just  a  cup  of  coffee. 

For  those  who  just  want  to  unwind, 
there  is  a  restful  "meditation"  room.  And 
the  exciting  new  'AIRMAIL','  fea- 
turing retailers  like  The  Body 
Shop  and  The  Nature  Company 
In  other  words,  the  new 


efficiency.  Moving  sidewalks  whisk  you 
to  your  gate.  And  check-in  and  baggage 
systems  are  state  of  the  art. 

No  time  is  wasted.  Even  if  you  hap- 
pen to  have  some  before  your  flight.  Semi- 
private  workstations  with  fax  machines, 
copiers  and  telephones  are  located  through- 


Pittsburgh  International  Airport  is  so  invit- 
ing, you  might  actually  regret  departing. 
Next  time,  fly  USAir  through  the 
new  Pittsburgh  International  Airport.  All 
you  have  to  do  is  make  this  connection: 
call  your  travel  consultant  or  USAir  at 
1-800-428-4322  for  reservations. 


[idland 


i  applied  to  date.  "We  are  under- 
lg  very  rapid  change,"  says  Vijit 
init,  governor  of  the  central  bank, 
lit  change  is  never  painless.  In  its 
illong  transition  from  an  agrarian 
pty  to  an  industrialized  one,  Thai- 
is  bumping  up  against  woefully 
lequate  roads,  telecommunica- 
s  and  educational  facilities.  These 
other  bottlenecks  may  already  be 
lsing  foreign  capital  Thailand 
s  to  continue  growing.  Applica- 
5  to  the  boi  from  foreign  compa- 
for  investment  projects  have  fall- 
steadily  from  1988's  peak  of 
1.  Two  years  ago,  applications 
ed  only  638;  there  were  378  of 

Ii  in  1991. 
nly  9%  of  teeming  Bangkok's  61- 
Bre-mile  land  area  is  devoted  to 
less  than  half  of  what  it  should 
)r  a  city  of  5  million.  Some  1.3 
on  cars  and  729,000  motorcycles 
che  teeming  city  each  day,  creat- 
pollution  and  all-day  gridlocks 
make  the  San  Diego  Freeway  or 
^ong  Island  Expressway  at  rush 
seem  empty. 

eryone  has  traffic  stories.  Peter 
ltz,  a   German  journalist  from 
Kong    who    regularly    visits 
ok,  refuses  to  schedule  lunch 
anyone  outside  his  hotel.  "It's 
ssible  to  get  anywhere."  A  min- 
aide  from  Thailand's  boi  con- 
that  it  takes  her  two  hours  to  get 
each  night  to  the  other  side  of 
cok. 

e  price  of  this  is  more  than  irrita- 
Just  recently,  for  example,  the 
^cific  Economic  Cooperation 
p  chose  to  put  its  secretariat  office 
ngapore  rather  than  Bangkok. 
In  Bangkok  you  can't  get  from 
V  says  a  foreign  diplomat  famil- 
th  the  organization's  decision. 

Thais  will  spend  some  $25 
n  by  1996  on  new  roads,  inter- 
ns, expressways  and  mass  transit 
s.  These  include  a  new  tollway 
owntown  Bangkok  to  the  air- 
nd  three  separate  mass  transit 
terns.  At  the  same  time,  howev- 
Board  of  Investment  proudly 
f  the  possibility  of  a  new  Toyota 
in  the  Bangkok  suburbs  that 
eventually    tifrn    out    some 
0  cars  a  year.  Some  of  these 
s  will  go  into  the  export  mar- 
t  more  autos  is  hardly  what  the 
eds. 


% 


Bangkok  demonstrations  that  led  to  bloodshed 
Could  the  "May  event"  happen  again? 


How  about  communications?  For  a 
country  of  57  million,  there  are  only 
2.7  phones  per  100  people,  compared 
with  28.8  in  Taiwan  and  43.6  in 
Singapore.  It  can  take  up  to  two  years 
to  get  a  line  installed;  over  a  million 
people  are  on  the  waiting  list.  Wisely, 
the  government  is  turning  to  the  pri- 
vate sector  for  help.  The  biggest  proj- 
ect is  the  2  million  new  Bangkok  lines 
being  installed  by  Bangkok's  CP 
Group  through  its  TelecomAsia  sub- 
sidiary. TelecomAsia  has  picked 
Nynex  as  its  partner  to  help  it  to  install 
and  operate  the  system.  More  cellular 
projects  are  also  in  the  works. 

But  staffing  these  new  projects  with 
skilled  workers  is  going  to  be  a  chal- 
lenge. Demand  for  engineers,  for  ex- 
ample, is  for  about  5,000  a  year,  but 
Thai  schools  have  been  turning  out 
only  about  3,000  engineers  a  year  at 
the  bachelor's  degree  level.  And  high- 


er salaries  at  private  companies  are 
luring  technical  instructors  away  from 
government  institutes. 

Then  there's  the  aids  plague.  The 
government  doesn't  like  to  talk  about 
it  much,  but  the  virus  threatens  to 
dampen  the  tourist  business — a  big 
earner  of  foreign  exchange — particu- 
larly at  Bangkok's  infamous  massage 
parlors  along  Patpong  Road.  "You  go 
in,  pick  1  of  about  60  women,  all  of 
whom  have  numbers,"  says  one  Wall 
Street  trader  who  recently  visited 
Bangkok.  "You  go  to  a  room.  They 
offer  you  a  huge  amount  of  marijua- 
na, then  do  a  very  interesting  body 
massage.  If  you  want  more,  you  can 
have  it.  All  this  for  not  much." 

Beyond  tourism,  aids  has  conse- 
quences for  the  future  Thai  labor 
base,  warns  Wirat  Wattanasiritham, 
deputy  secretary  general  for  the  Na- 
tional Economic  &  Social  Develop- 
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The  most  promising  new? 


in  pharmaceuticals  isn't < 


drug.  It's  a  company. 


mi 


oci 


hill 


Somewhere  out  on  the  far  frontiers  of  cancer  therapy,  hea 
disease,  viral  research,  and  diagnostic  imaging,  you'll  find  a  compai  ing 


the 


thi 


that  wasn't  a  major  factor  there  three  years  ago.  Sterling  Winthrc 
In  a  mere  36  months,  we've  tripled  our  R&D  investmei 

brought  new  products  to  market,  and  forged  partnerships  th 

have  taken  us  from  37th  place  among  pharmaceutical 

companies  into  the  Top  20. 

How  did  we  transform  a  company  with  a  proud 

past  into  one  with  an  exciting  future? 

First,  by  unleashing  the  potential  of  our  people. 


Creating  winning  teams  in  a  new  worldwide  structure 
clearly  focused  on  pharmaceuticals  and  consumer  health  producA^ 
Second,  by  forming  an  innovative  international  alliance  wiij(a|; 
Elf  Sanofi,  the  French  health-care  giant,  that  merged  our  bra  i  ^ 
power  and  capability,  but  not  our  balance  sheets. 


Third,  by  aggressively  managing  the  assets  we  have:  trusted 
armaceutical  brands  such  as  Omnipaque,  Inocor  I.Y,  Talwin  Nx, 
nocrine,  and  Plaquenil.  Leading  over-the-counter  brands  such 
Phillips'  milk  of  magnesia,  Panadol,  Midol,  and  Bayer. 

And  fourth,  by  not  stopping  there.  But  relentlessly  intro- 
icing  new  products  and  product  improvements.  Over  35  in 
t  the  last  twelve  months.  With  more  on  the  way. 

Today,  in  close  collaboration  with  Eastman  Kodak  research 
i  through  our  shared  commitment  to  health  care,  Sterling 


dmthrop  is  emerging  as  a  worldwide  force  in  both  pharma- 
evticals  and  consumer  health  products. 

And,  in  an  industry  that  owes  its  future  to  seeking  and 
iting  change,  that's  promising  news  indeed. 


Sterling  Winthrop  Inc.  is  a  subsidiary  of  the  Eastman  Kodak  Company.  ©  1992  Sterling  Winthrop 


Thailand 


ment  Board.  By  Western  standards 
Thailand  is  a  promiscuous  society; 
brothels  are  an  ingrained  aspect  of  the 
country's  culture.  As  a  result,  the  aids 
figures  arc  alarming.  Up  to  400,000 


Thais  are  AiDS-infected.  Some  esti- 
mates are  that  by  the  end  of  the 
century,  this  number  could  grow  to 
between  2  million  and  4  million.  One 
study  warned  that  between  $5  billion 


Cementing 
Thais 


One  company  not  both- 
ered by  Bangkok's  infra- 
structure bottlenecks  is 
giant  $1.4  billion  (reve- 
nues) Siam  Cement  Co., 
Ltd.  One  of  Thailand's 
largest  companies,  it 
stands  to  profit  handsomely 
from  plans  to  spend  some 
$25  billion  on  new  high- 
ways, roads  and  bridges 
over  the  next  few  years. 

Owned  36%  by  the 
Crown  Property  Bureau — 
which  administers  the 
monarchy's  property  and 
assets — Siam  Cement  was 
formed  by  King  Rama  VI  in 
1913  to  end  the  king- 
dom's dependence  on  im- 
ported cement.  Nowa- 
days Siam  Cement  is  a  di- 
versified conglomerate 
with  interests  in  pulp  and 
paper,  machinery  and 
electronics,  and  construc- 
tion materials. 

Thanks  to  new  capaci- 
ty, Siam  Cement  will  be 
able  to  produce  16  mil- 
lion tons  of  cement  annual- 
ly by  the  first  quarter  of 
next  year,  up  from  13  mil- 
lion this  year  and  nearly 
double  the  capacity  two 
years  ago.  Why  the  big 
jump?  "Growth  in  demand 
over  the  last  four  years  has 
averaged  22%,"  says  Pra- 
mon  Sutivong,  senior 
vice  president.  "Nobody 
has  seen  this  before."  The 
new  capacity,  Pramon  adds, 
will  create  a  surplus  of 
perhaps  2  million  to  5  mil- 
lion tons  over  the  next 
two  years.  That  will  give 
Siam  Cement  a  chance  to 
temporarily  close  and  up- 
grade about  two  or  three 
older  plants. 

But  that  excess  capaci- 


ty could  be  quickly  used  up 
by  domestic  infrastruc- 
ture improvements — and 
emerging  markets  in 
Vietnam  and  China.  Siam 
Cement  is  talking  with 
Vietnam  about  a  joint  ven- 
ture. A  5,000-ton-per- 
day  cement  plant  might  re- 
quire a  $250-million- 
plus  investment. 

China?  Pramon  figures 
the  average  per- capita  con- 
sumption of  cement  in  an 
industrialized  country  like 
Japan  is  about  700  kilo- 
grams a  year.  In  Thailand 
it's  400kg.  In  China  it's 
about  200kg.  Combining  a 
modest  economic 
growth  with  China's  1 -bil- 
lion-plus population, 
Pramon's  math  works  out 
to  a  potential  for  as  many 
as  40  Chinese  plants  over 
the  next  decade. 

While  the  monarchy 
owns  36%  of  the  company, 
much  of  the  rest  of  Siam 
Cement's  120  million 
shares  outstanding  trade 
on  the  Thai  stock  ex- 
change. Recently  priced 
at  558  bahts  a  share  ($22  at 
current  exchange  rates), 
the  company  was  selling  at 
about  15  times  current 
earnings,  slightly  less  than 
the  multiple  of  the  broad- 
er market.  -S.P.  H 


and  $10  billion  could  be  lost  t< 
Thai  economy  as  a  result.  The  go 
ment  is  spending  about  $45  mi 
year  on  aids  education,  treatmeni 
research.  That's  not  much,  cons: 
ing  the  enormity  of  the  proble 
the  country. 

Much,  too,  depends  on  po 
stability.  In  a  country  where 
buying  and  political  corruption 
endemic,  coups  aren't  unusual, 
last  one  was  in  February  1991. 
last  May  the  world  watched  in  he 
as  trigger-happy  army  troop: 
downtown  Bangkok  gunned 
scores  of  demonstrators  prote; 
the  April  appointment  of  a  none 
ed  prime  minister  from  the  mili 
Only  the  direct  appeal  of  Thaila 
monarch,  King  Bhumibol  Aduly 
prevented  further  bloodshed. 

The  massacre,  which  Thais  eu 
mistically  now  refer  to  as  the  " 
event,"  had  an  almost  immediate 
nomic  impact.  Hotel  occup 
dropped  from  well  over  50%  to 
the  Thai  stock  exchange 
plunged  to  under  700  from  an  e. 
high  of  over  800. 

But  thanks  in  part  to  the  sooi 
effect  of  a  new  coalition  governn 
headed  by  civilian  Prime  Mir 
Chuan  Leekpai,  tourism  and  in 
ment  are  on  the  rise  again.  1 
occupancy  is  back  up  to  about 
and  the  stock  market  is  now  over 

Chuan,  54,  is  a  skilled  polit 
who  became  the  country's  youi 
minister,  in  1975,  when  he  wa 
pointed  deputy  justice  ministe 
was  just  37.  Apparently  not  bene 
to  the  military,  he  has  put  ccon 
and  social  development  at  the  tt 
his  agenda.  Already  Chuan  has  si 
that  he  can  make  bold  moves,  a 
quickly  over  a  recent  flap  in  the 
land  judiciary.  He  supported  ai 
likely  choice  for  the  govemm 
supreme  court,  thereby  overr 
the  justice  minister. 

Nevertheless,  the  military  ret. 
powerful  role  as  a  sort  of  ultimate  I 
in  a  country  where  the  worst 
that  can  happen  to  a  politician  i  I 
of  face.  The  Thais  are  cleai  1\  i 
right  track  toward  becoming  I 
china's  most  dynamic  economy 
their  efforts  could  be  derailed 
troops  roll  again.  Assuming,  tl 
they  can  make  it  through  Han 
traffic. 
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If  Tke  Wall  Street 
Journal  were  a  hotels 
it  would  be  a  Wfcstin. 


AWesti 


the 


in  is  more  man 


a  luxury  hotel,  it's  a 


>usiness  resource 


de- 


signed f8sszgg22/£>   for 


v/zfi 


frequent  travelers  like 


you.  Every  service  we 


offer  is  geared  to  help  you  work  as  comfortably  and  efficiently 


Wedtin'j  biunnet*<) 

amenitie.i  include 

computer*,  voice 

mail,  full-<fized 

de*k.i,fax  machine*) 

and  expr&J 

checkout. 


back  at  the  office.  If 


on  the  road  as  you  do 


there's  a  smarter  way  to  get  things  done,  you'll  find 


it  first  at  v|/j  Westin.  For  reservations, 


w  \ 


call  your  travel  consultant  or  (800)  228-3000. 


Westin 

Hotels  &  Resorts 


a.     \ 
Westin  Hotels  &  Resorts  use  MCI  Vnetf" a  virtual  private  network,  for  their  internal  communications.  c 
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Nothing  focuses  one's  attention  like  losing 

$1  billion.  Just  ask  Tenneco  Chairman  Mike  Walsh, 

whose  tractor  maker  J.I.  Case  did  just  that  last  year. 

"We've  got 
a  ways  to  go" 


By  Gary  Slutsker 

IT'S  A  lousy  time  to  be  in  the  farm 
tractor  business,  and  things  aren't 
much  better  in  the  construction 
equipment  business.  That's  too  bad 
for  Tenneco  Inc.,  which  is  heavily 
invested  in  both. 

Tenneco's  biggest  division,  J.I. 
Case,  of  Racine,  Wis.,  makes  tractors 
and  combines  for  farmers  and  excava- 
tors and  wheel-loaders  for  the  con- 
struction industry.  Case  brought  in 
$4.5  billion  in  revenues  last  year.  This 
was  more  than  twice  as  much  as  any 
other  unit  of  the  $14  billion  (1991 
sales)  Houston-based  pipeline,  ship- 
yard and  packaging  conglomerate. 

The  bad  news:  Last  year 
Case  lost  a  stunning  $1  bil- 
lion. This  year's  loss  is  likely 
to  be  around  $210  million, 
estimates  Ronald  Barone  of 
Kidder  Peabody. 

Case  has  suffered  from 
two  problems,  one  eco- 
nomic, the  other  manageri- 
al. The  farm  equipment  and 
construction  machinery 
markets  have  been  ailing 
and  were  down  sharply 
again  this  year,  by  around 
15%  each.  Farmers  are  ner- 
vous and  have  been  holding 
off  replacing  their  aging 
tractors  and  combines.  And 
although  there  are  some 
promising  signs  of  a  small 
upturn  in  the  U.S.  con- 
struction business,  demand 
for  Case  construction 
equipment  elsewhere  in  the 
world  is  dead  in  the  water. 

But  the  real  problem  at 
Case  has  been  awful  man- 
agement. Time  after  time, 


Case  misjudged  market  downturns 
and  then  reacted  too  late.  "Case  has 
always  had  a  reputation  for  running 
factories  at  full  bore  and  then,  at  the 
end  of  the  year,  having  an  inventory 
blowout  sale  and  destroying  the  retail 
market,"  says  Frank  Manfredi,  whose 
Manfredi  &  Associates  in  Chicago 
watches  heavy  machinery  markets. 
"This  has  gone  on  for  25  years." 

As  recently  as  1989  it  appeared  that 
Case  had  broken  its  bad  habits 
(Forbes,  Oct.  30,  1989).  Sales  were 
growing,  and  profits  before  taxes  and 
interest  hit  a  record  $230  million. 
Case  made  money  in  1990,  too. 


Mike  Walsh 
Will  he  go 


of  Tenneco 

to  Washington? 


But  late  last  year  Tenneco  qi 
settled  a  class-action  shareholder 
that  charged  former  Tenneco  c| 
man  James  Ketelsen  and  former' 
chairman  James  Ashford  with  mz 
minding  a  series  of  accounting 
micks    that    artificially    pumpec 
Case's  results.  The  settlement 
Tenneco  $50  million,  but  the 
was   another  blow  to   Case's- 
Tenneco's — credibility.  Ashforc 
Ketelsen   have   both   since   left| 
company. 

To  get  Case  going  again,  Te 
co's  board  recruited  Michael 
now  50,  from  Union  Pacific  Rail  I 
Walsh  joined  Tenneco  in  Septe^ 
1991    as  the   conglomerate's 
dent.  Last  April  he  was  named 
executive. 

One  of  Walsh's  first  moves  v.\ 
install  Dana  Mead,  a  former 
tional  Paper  executive,  as  preside 
Tenneco;  a  few  months  ago 
appointed  Mead  chairman  of 
and  told  him  in  no  uncertain  ted 
turn  the  big  division  around. 

If  you've  seen  Mike  Walsh's 
in  the  press  lately,  it's  probablj 
cause  he's  being  mentioned  as  a  j 
ble  Commerce  Secretary  in  the 
ton  Administration.  Will  he 
Washington  before  his  task  at 
neco  is  barely  begun?  \| 
declined  to  talk  aboutl 
Forbes,  but  we  did 
clear  hints  from  his 
that  he  intends  to  st| 
Houston. 

There's  plenty  to 
Walsh    busy   at   Tenl 
Walsh   had   begun 
surgery    on     Case's 
structure  even  before 
came  aboard.  Mead  hi 
lowed  up  with  an  ax. 
last  year  the  Walsh-J 
team  has  cut  $150 
out   of  Case's   work 
manufacturing  costs. I 
has   included   dramaj 
speeding  up  a  plan  thl 
almost  halved  the  divi| 
worldwide    heado 
under  18,000  from  3«j 
over  the   past   two 
Half  of  the  lost  jot) 
been    in    the     I '  s 
slimmed -down    heaJ 
ters'  stafFhave  moved 
new    building.     The  j 
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Tenneco's  Case 


rored  glass  building  with  a  three-story 
atrium  was  the  first  part  of  a  grandiose 
Ketelsen/Ashford  plan  to  overhaul 
Case's  facilities  in  Racine  and  was 
mostly  built  when  Walsh  came 
aboard.  But  Walsh  and  Mead  killed 
the  rest  of  the  plan,  which  included  a 
fitness  center  and  a  two- story  parking 
garage. 

Overseas,  Case  plants  have  been 
closed  in  England,  France  and  Spain, 
and  production  moved  to  a  plant  in 
Wichita,  Kans.  Some  Case  factories  in 
the  U.S.  shut  down  beginning  in  mid- 
November  to  extend  their  normal 
Christmas-to-New  Year  closings.  For 
example,  Case  is  now  using  only  32% 
of  its  plant  capacity  for  farm  tractors, 
says  John  Stark,  editor  of  Stark's  Off- 
Hiffhway  Ledger,  a  statistical  newslet- 
ter based  in  Chicago.  This  suggests  it 
will  be  some  time  before  Case's  farm 
machinery  operations  are  back  in  the 
black.  The  average  break-even  point 
for  U.S.  heavy  machinery  manufac- 
turers is  60%  utilization.  At  Deere  & 
Co.,  the  best  managed  company  in 
the  business,  break-even  utilization  is 
40%,  says  Stark. 

Well  aware  that  Case's  end-of-year 
discounting  practices  had  succeeded 
mainly  at  moving  merchandise  at  no 
profit  while  costing  Case  credibility 
among    investors    and     customers, 


Walsh  has  ordered  an  end  to  the 
practice.  Dealers  squawked  at  first, 
but  have  since  mostly  come  around. 
Mead  acknowledges  that  Case  has  lost 
some  sales,  but  he  makes  no  apologies 
for  that.  "We  are  willing  to  sacrifice  a 
little  market  share,"  he  says,  "in  order 
to  restore  profitability." 

Though  Walsh  has  brought  some 
production  of  skid  steer  loaders  back 
to  the  U.S.,  he  has  switched  produc- 
tion of  some  other  lines  abroad,  in 
order  to  exploit  the  talents  of  foreign 
engineers.  This  month  Case  will  de- 
liver the  first  hydraulic  excavators  to 
U.S.  customers;  the  machines  were 
made  for  Case  in  Japan  by  Sumitomo 
Heavy  Industries.  Case  also  sells  mini- 
excavators  in  North  America  made  by 
Japan's  Kubota. 

"It  made  sense  for  us  to  outsource 
and  take  advantage  of  technology  and 
other  improvements  that  in  a  short 
period  of  time  we  couldn't  develop," 
says  Mead.  "We're  not  going  to  be 
hidebound." 

Case  has  a  terrible  problem  in  Eu- 
rope to  sort  out:  its  moncylosing 
French  tractor  maker  Case  Poclain,  in 
which  Tenneco  holds  a  93%  interest. 
Rumors  are  rampant  that  making 
needed  cuts  at  Poclain  will  cause  Ten- 
neco to  write  off  at  least  $200  million 
this  year,  thanks  to  generous  French 


Dana  Mead, 
Walsh's  point 
man  on  Case 
"Not  many 
iron  bonding 
companies  c 
show  this  kir 
of  progress 
in  one  year.' 


labor  laws  that  give  laid-off  wc 
big  buyouts.  Mead  won't  com 
on  Poclain.  But  if  the  $200  m 
figure  is  accurate,  it  would  accou 
the  biggest  chunk  of  Case's  pro 
1992  loss  of  $210  million. 

There  have  been  persistent  inc 
rumors  that  Case  is  for  sale, 
insists  the  rumors  are  false,  and 
Boston  analyst  John  McGinty 
him  up.  "IfWalsh  wanted  to  get 
[Case],  he  can't  until  he  fixes  it, 
McGinty. 

Mead  insists  he  can  turn 
around.  "It's  not  all  negative 
says  as  he  rattles  offa  list  of  thing 
excited  about.  These  includ 
proud  1 50  -year-  old  Case  brand ; 
the  bright  red  farm  tractors  that 
with  the  1985  purchase  of  In 
tional  Harvester;  a  new  quality 
gram  in  Case's  factories;  and 
new  tractors,  shown  with  fanfare 
Farm  Progress  Show  in  Septe 
Indiana.  If  Mead  can  get  Case's 
even  level  down  near  Deere's 
farm  and  contraction  markets  pi 
Case  could  be  a  highly  protitabl 
ation  again. 

"I  don't  think  there  are  a 
iron- bending  companies  in 
that  can  show  this  kind  of  pro 
one  year,"  says  Mead.  "ButJ 
mits,  "we've  got  a  ways  to  go 
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UNUM.  You're  covered  by  the  nation's 
leading  disability  insurer. 


UNUM.  You  benefit  from  unequalled  risk 
management  and  rehabilitation  capabilities. 

UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits 
retirement  and  long  term  care  plans. 


19  UNUI 

You  can  count  on  what  we  know. 


UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122 

(All  states  except  New  York) 

First  UNUM  Life  Insurance  Company,  Tarrytown,  New  York  10591 

(New  York  state  only) 

©  1992  UNUM  Corporation 

1-800-634-8026 
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Facte. 


ae  Microsoft  ad  on  the  left  has  a  lot  to  say  about  their 
sheet,  Microsoft®  Excel.  It  also  has  a  lot  to  say  about 
readsheet,  1-2-3®  But  before  you  believe  their  ad,  let's 
te  fact  from  hype. 

The  truth  is,  Microsoft 
isn't  giving  you  all  the  facts. 

icrosoft  claims  that  Excel  will  read  and  write  all 

)tus®  1-2-3  spreadsheet  files  and  run  your  1-2-3 

3  unmodified. 

itrue. 

;cel  can't  preserve  1-2-3  DOS  formulas  containing  a  3D 

It  can't  convert  a  number  of  WK3  files  to  Workbooks. 

ran't  run  1-2-3  macros  containing  commands  from 

s  dating  back  to  Release  2.01. 

)re  hype?  Their  ad  also  tells  you  that  a  1-2-3  user  need 

ie  in  a  1-2-3  command  and  Excel  will  show  the  equiv- 

munand. 

xmg  again. 

e  fact  is,  Excel  can't  execute  your  familiar  commands 

3leases  2.2, 2.3, 2.4  and  3.1.  Try  pressing/,  Range, 

in  Excel  and  guess  what  happens.  Absolutely  nothing. 

The  fact  is,  1-2-3  for  Windows  offers 

the  best  transition  from  1-2-3  for  DOS. 

And  complete  compatibility. 

|  ou're  a  1-2-3  user,  you've  probably  created  and  saved 
;of  1-2-3  files,  styles  and  macros.  Face  it,  you'll  certainly 
lse  them  unmodified.  Well,  with  1-2-3  for  Windows™ 
Because  only  1-2-3  for  Windows  is  able  to  read  and 

|  every  1-2-3  for  DOS  file,  style  and  macro.  And  only 

'  Windows-with  its  built-in  Classic®  Menu -lets  you 
3ur  familiar  1-2-3  commands. 

|at's  more,  only  1-2-3's  3D  technology  gives  you  easy 
256  worksheets  and  lets  you  build  true  3D  formulas, 
comparison,  Excel's  Workbook  is  a  limited  imitation 

|!D.  Try  opening  a  large  1-2-3  3D  file  in  Excel  and  see 
)pens.  It  might  work.  It  might  not. 


Now  ask  yourself,  why  would  a  1-2-3  for  DOS  user  looking 
for  the  easiest  way  to  move  to  Windows  choose  anything  but 
1-2-3  for  Windows? 

Thefactis,  the  new  1-2-3  for  Wmdows 
includes  the  most  asked-for  improvements. 

The  new  release  of  1-2-3  for  Windows  includes  per- 
formance enhancements.  For  example,  it's  now  the  fastest 
Windows  spreadsheet  for  printing  on  PostScript®  printers. 
We've  also  added  over  25  innovative  new  features,  usability 
enhancements  and  programming  tools. 

The  result? 

1-2-3  for  Windows  is  now  one  of  the  most  powerful  and 
easy-to-use  spreadsheets  ever  developed. 

Unmatched  database  capabilities 
in  a  spreadsheet 

If  you're  a  spreadsheet  user  who  needs  to  access  external 
databases,  1-2-3  for  Wmdows  remains  unmatched-particularly 
if  you  need  relational  capabilities.  Excel's  data  access  capa- 
bilities, on  the  other  hand,  rest  on  a  third-party  product  that 
offers  limited  relational  capabilities.  Which  explains  why 
Corporate  Computing  (August  1992)  recently  wrote  that  'for 
the  experienced  1-2-3  database  user,  1-2-3  for  Windows  with 
DataLens®  is  the  front-end  tool  of  choice." 

Join  millions  of  spreadsheet 
users  who  prefer  Lotus. 

Not  only  do  more  people  prefer  our  product,  but  according 
to  the  ComputerWorld  Spreadsheet  Brand  Preference  Study,  more 
people  prefer  our  company.  In  fact,  Lotus  beat  everybody  (includ- 
ing Microsoft)  for  the  awards  of  "best  company  to  do  business 
with"  and  the  "company  that  offers  the  best  service  and  support" 

For  more  information,  visit  your  Lotus  Authorized  Reseller 
or  call  us  today  for  your  free  demo  disk  at  1-800-TRADEUI^ 
ext  7216* 

After  all,  it  only  makes  sense  to  base  your  spreadsheet 
decision  on  facts  rather  than  hype. 


Lotus 


1-2-3  forWindows 


n  Canada  call  l#XMM)-LOTUS.  ©1992  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  All  rights  reserved.  Lotus,  1-2-3  and  DataLens  are  registered  trademarks  of  Lotus 
■lopment  Corporation.  Classic  is  a  registered  trademark  licensed  to  Lotus  Development  Corporation.  Microsoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation. 

PostScript  is  a  registered  trademark  of  Adobe  Systems,  Incorporated. 


Arbitrage  opportunities  are  abundant  in  postage 
stamps.  But  look  with  a  magnifying  glass  before  you  leap. 

The  stamp  arbs 


By  Matthew  Schifrin 

Jkrry  Hattori  was  doing  brisk  busi- 
ness at  his  booth  at  a  crowded  New 
York  City  postage  stamp  show  in  late 
October.  He  was  buying  from  Ameri- 
can collectors;  what  he  wanted  was 
almost  any  stamp  issued  by  Japan, 
China,  Korea,  Thailand  and  Taiwan. 
"I  buy  everything,  and  most  of  what  I 
buy  I  have  already  sold  [to  customers] 
overseas,"  boasted  Hattori. 

Nearby,  Frankfurt's  Steltzer  broth- 
ers, Harald  and  Rudolf,  were  buying 
stamps   for  resale   in   Europe.   The 


brothers  sat  patiently  underneath  a 
sign  that  read:  "BUYING  Western 
Europe,  Austria,  France,  Germany, 
Liechtenstein,  Netherlands,  Spain, 
Switzerland  and  Vatican."  Said  Ru- 
dolf Steltzer,  magnifying  glass  in 
hand,  "We  pay  cash."  The  brothers 
appeared  pickier  than  Hattori  but 
were  doing  a  brisk  business  anyway. 

Welcome  to  the  growing  business 
of  international  stamp  arbitrage. 
Dealers,  brokers  and  collectors  are 
currently  making  sizable  profits  buy- 


Stamp  collector 
turned  investor 
Richard  Lehmann 
Bringing  Wall 
Street  savvy  to 
philately. 


ing  stamps  in  the  U.S.  and  imi 
ately  reselling  them  overseas.  St^ 
in  this  trade  cost  anywhere  fror 
up  to  $100,000  or  more;  or 
lower-priced  stamps,  dealer  mar 
can  be  higher  than  100%. 

The  stamp  market  has  long 
global,  of  course.  But  it  is  becoj 
even  more  so  as  new  collectors 
rapidly  developing  parts  of  the 
enter  the  market.  For  exampll 
China  starts  to  prosper,  an  increl 
number  of  Chinese  are  investiif 
stamps,  which  are  nearly  as  c<j 
nient  as  money  and,  if  a  colli 
knows  what  he's  doing,  less  susJ 
ble  to  inflation.  Dealers  report  tl) 
recent  years  secretive  stamp  m^ 
have  proliferated  in  China. 

This  influx  of  Asian  money,  aj 
as   a  rising   interest   among 
American  immigrants,  helps  e> 
why  the  market  for  Far  Eastern  stl 
is  sizzling,-  says  Michael  Rogerl 
Asian  stamp  specialist  who  is  ba| 
Florida,  Rogers  sells  around  $^ 
lion  a  year  worth  of  stamps,  4(1 
overseas  dealers  and  collectors! 
calculates  that  from  1982  to 
Chinese  stamps  appreciated  1.1 
on  average.  An  1878  Chinese! 
Issue  1  -candarin  stamp  that  costj 
1982  now  sells  for  $90. 

But  there  is  another,  more 
reason  dealers  are  buying  in  thi 
and  selling  overseas.  It  has  to  dq 
a  change  made  in  1989  to  the  pi 
system  used  by  the  Scott  Catall 
First  published  by  John  Walterj 
in  New  York  in  1868,  the  five  v<| 
Scott  Catalogue  has  long  bed 
undisputed  price  arbiter  for  s| 
bought  and  sold  in  the  U.S. 

Prior  to  1989  Scott  publishc 
erence  price  guides  for  stamps 
body  actually  paid  these  prices;  i 
dealers  and  collectors  would  tyH 
trade  at  discounts  from  Sco| 
prices — rather  as  car  buyers  hcj 
downwards  from  sticker  prices! 
a  stamp  listed  in  Scott  at  $  1 00  f 
be  sold  for  as  little  as  $25. 

But     in     1989     Scott 
changed  its  pricing  method, 
warning  the  trade,  it  began  pi 
ing  the  actual  prices  at  which 
were  purchased  by  collectors! 
meant  that  most  prices  in  thej 
and  subsequent  catalogs  we  re  I 
lower  than  in  Scott  pre  1989  Ij 

This  wouldn't  matter  if  coif 
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Compliments  of  the  Season 


4 4... [The  Glenlivet  Distillery]  produces  a 
delicate  and  full  flavoured  whisky 
which  is  unarguably  the  most  famous, 
if  not  the  greatest  in  the  world.  /  7 


-Derek  Cooper 
Whiskies  of  Scotland 


44  No  excuse  is  needed  for  giving 
this  whisky  pride  of  place  among 
the  malts,  for  The  Glenlivet 
has  been  the  prince  of  whiskies 
for  over  a  hundred  years.  // 

-R.J.S.  McDowall, 
The  Whiskies  of  Scotland, 
New  Amsterdam  Books 


Brighten  the  holidays 

To  give  someone  the  highest  of 
compliments  with  a  gift  of  the 
finest  single  malt  in  existence, 
just  call  1-800-238-4373  to  ensure 
the  brightest  Christmas  in  years. 


The  Glenlivetf 
The  Father  of  All  Scotch. 
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[GLENLIVET 
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*°^p11^  YEARS 
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)  1 992.  Imported  by  The  Glenlivet  Distilling  Company.  NY.NY.1 2-year-old  single  malt  Scotch  whisky.  Ale.  43%  by  vol.  (86  proof).  The  Glenlivet  is  a  registered  Irademark. 
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Through  commitment, 

innovation  and  technological 

leadership,  Samsung 

has  become  one  of  the  world's 

fastest-growing  resources. 

Not  only  are  we  at  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  in 

chemicals  and  engineering  as 

well.  Below  are  just 

a  few  examples  of  how  we're 

making  technology  work 

for  everyone.  For  more,  write  P.O. 

Box  260,  Ridgefield  Park, 

Nj  07660.  Fax  201-229-6058. 

SAMSUNG 

Technology  that  works  for  life. 
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we   c^or^i'T- 
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ELECTRONICS 

64  M  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

Laser  disc  player 

279-gram  cellular  phone 

Handwriting  recognition  PC 

ENGINEERING 
Double-hull  oil  tanker 
Liquified  natural  gas  tanker 
Panamax  container  ship 
Post-Panamax  container  crane 
MX  series  excavators 

CHEMICALS 
Alpha  interferon 
1PP  superfine  wool 
Petrochemicals 


1992  The  Samsung  Group 


Stamps 

around  the  world  based  their  trades 
on  Scott  prices.  But  every  major 
stamp  collecting  country  has  its  own 
price  guides — Michel  in  Germany, 
Yvert  in  France,  Stanley  Gibbons  in 
Britain.  These  continued  to  use  the 
old  reference  price  system. 

Result:  After  1989  a  huge  gap 
opened  between  the  high  prices 
quoted  in  the  European  guides  and 
the  new,  lower  prices  quoted  in  Scott 
(see  table  below).  Overnight,  a  great 
arbitrage  opportunity  was  created. 
Example:  Scott's  just-published  1993 
catalog  lists  an  Italian  stamp  issued  in 
1949  for  the  universal  postal  union  at 
$7.50.  "I  can  buy  it  here  [in  the  U.S.] 
at  $20  from  a  collector  who  thinks 
he's  making  a  killing,"  says  Frank 
Buono,  a  dealer  in  Binghamton,  N.Y. 
"But  in  Italy  the  stamp  sells  for  $85." 
Small  wonder  so  many  stamps  are 
now  flowing  overseas. 

Moreover,  given  that  Scott  is  pub- 
lished once  a  year,  stamp  arbs  can  take 
advantage  of  dramatic  market  fluctua- 
tions. For  instance,  Scott  prices  a  mint 
condition  set  of  four  Taiwanese 
stamps  picturing  dynastic  emperors 
and  issued  in  1962  at  $151.50.  Yet 
dealers  say  they're  selling  this  same  set 
abroad  for  $195. 

One  of  many  knowledgeable  phi- 
latelists taking  advantage  of  the  price 
gaps  is  Richard  Lehmann.  A  collector 
for  40  years,  Lehmann's  day-to-day 
job  is  president  of  the  Miami  Lakes, 
Fla. -based  Bond  Investors  Associa- 
tion, which  publishes  two  newsletters 
on  defaulted  and  junk 
bonds.  Intrigued  by  the 
pricing  problems  caused  by 
Scott,  Lehmann  decided  to 
create  a  stamp  database  and 
apply  Wall  Street-style  in- 
vestment discipline  to  phi- 
lately. "I  was  spending 
thousands  a  year  on  stamps, 
so  I  figured  I'd  better  make 
sure  they  were  good  invest- 
ments,"says  Lehmann. 

This  summer  Lehmann 
recruited  his  college  age 
children  to  enter  into  his 
computer  current  and  his- 
torical catalog  prices  on 
15,000  German  stamps. 
The  prices  were  taken  from 
Scott,  the  German  catalog 
Michel  and  the  French  cat- 
alog Yvert. 
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Taiwanese  stamps  issued  in  1962 
Arb's  dream:  Up  1,100%  in  four  years. 


Lehmann  then  added  a  number  of 
other  variables,  including  what  he 
calls  an  "arbitrage  variable" — basical- 
ly, the  price  differentials  between  the 
catalogs.  For  example,  Lehmann's 
computer  told  him  that  at  1.54  deut- 
sche  marks  to  the  dollar,  prices  for  the 
same  stamps  in  Germany's  Michel 
guide  were  on  average  2.5  times  high- 
er than  Scott  prices. 

Lehmann  knew  that  the  German 
catalog  prices,  like  pre- 1989  Scott 
prices,  were  unrealistically  high.  So  in 
his  search  for  arbitrage  opportunities, 
he  told  his  computer  to  identify  only 


Wunderbar  stamps 

Stamp 

Scott 

Michel 

M/S 

Annual 

price 

price* 

ratio 

appreciation 

over 

15  years 

German  empire 

3  kreuzer  1872 

$400 

$1,950 

4.88 

20.0% 

20  pfennig  1875 

175 

780 

4.46 

25.3 

50  pfennig  1875 

525 

2,470 

4.70 

16.3 

Wurttemberg 

1  kreuzer  1851 

265 

1,625 

6.13 

17.1 

18  kreuzer  1863 

350 

1,755 

5.01 

21.0 

9  kreuzer  1865 

365 

1,950 

5.34 

53.9 

25  pfennig  1875 

35 

162 

4.63 

21.1 

50  pfennig  1890 

125 

650 

5.20 

60.0 

*DM  =  55  cents.    Source:  Stampfinder  Philatelic  Investment  Guide. 

If  bought  at  Scott  prices,  the  stamps  above  make  excellent 
arbitrage  plays.  But  remember,  to  German  buyers  quality  is  key. 


those  stamps  whose  published 
man-to-U.S.  prices  were  quotec 
differential  of  4-to-l.  Given 
markups  in  the  stamp  trade,  Lehi 
felt  such  a  ratio  was  needed  to  i 
that  he  could  buy  a  stamp  in  the 
and  resell  it  at  a  profit  in  Germa 
After  scanning  some  3,000 
man  stamps  selling  for  over  $65 
Lehmann's  computer  found  ove 
stamps  with  Michel/Scott  ratio; 
or  better.  Could  these  stamr. 
bought  cheaply  in  the  U.S.  and  r 
at  a  profit  in  Germany? 

Lehmann  tested  his  system 
recent  stamp  auction  in  New 
He  paid  $900  for  an  album  of 
man  stamps  dated  from  185 
1920.  According  to  the  Michel  g 
the  stamps  in  the  album  were  \ 
about  $10,000 — meaning  they 
probably  worth  no  less  than  $'. 
to  a  German  dealer. 

But  before  you  consider  stan 
bitrage,  remember  that  pricinj 
terns  such  as  these  make  little  ati 
to  adjust  prices  for  the  many  c 
ences  in  quality — and,  as  any  s<  | 
collector  knows,  a  speck  of  gum 
ing  from  the  back  of  a  stamp  can 
it  worth  a  fraction  of  mint  value 
Lehmann  hasn't  yet  tried  to  s 
stamps  his  computer  told  him  t< 
He  intends  to  make  the  coll< 
more  complete,  and  hence  more 
able.  Still,  having  bought  stan 
the  U.S.  at  less  than  one-tentn 
the  German  price  guide  says  tl 
worth,  Lehman  is  confident  tht 
sitting  on  a  fat  profit. 
Lehmann  is  now  s 
(at  $39)  his  German 
pricing  guide  and  is  p 
ing  a  similar  book  cof 
lapanese  stamps, 
raises  a  question:  As' 
data  are  disseminate:, 
the  arbitrage  gaps' clq  > 

Probably,  but  riot 
Unlike   the   global 
markets,  intern, 

stamp  dealing  is  .i 
inefficient    market 
pricing    guides    are 
lished    once    a    yea 
where  most  deals  an 
by  mail  and  in  hoc 
stamp    shows.     Ev< 
someone  will  create  aj 
tronic    market    in   sj 
Hut  so  far  no  one  hx. 
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Even  the  strangest  birds  are  packaging  experts. 
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\ind  egg  she//s 
i  to  protect  their 

lontents.  Both 
en  easily,  and 
i  /n  a  variety  of 
i  shapes. 
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Eggs  all  have  a  common  pur- 
pose —  to  protect  their  precious 
contents.  Their  calcium  shells 
form  a  perfect,  sturdy  package  tc 
shield  baby  chicks,  yet  they  are 
easily  opened  when  the  time  is 
right.  On  the  other  hand,  their 
colors  and  shapes  vary  to  suit 
the  bird's  environment. 

Ampules,      made     from 

Schott  neutral  glass,  also  do  a 
perfect  job  of  protecting  the 
liquid  medications  they  contain. 

With  non-porous,  neutral 

glass  ampules  the  medications 
remain  stable.  This  in  turn  en- 
sures a  longer  shelf  life. 

And    they    couldn't    be 

easier  to  open.  Built-in  snap-off 


A 


ft 


points  are  electronically  micro- 
scratched  on  the  neck  of  the 
ampule  with  an  accuracy  of 
4/100,000  of  an  inch.  The  neck 
breaks  off  quickly  and  cleanly. 

Ampules  vary  in  shape 

and  color  according  to  their  use. 
For  example,  light-sensitive  drugs 
are  packaged  in  protective 
brown  glass.  Double-neck  ver- 
sions are  available  for  oral  use. 
A  blue  line  identifies  quality  in- 
jection ampules  made  from 
Schott  neutral  glass. 

Special    glass    ampules 

are  just  one  example  of  how 
Schott's  innovative  development 
responds  to  specific  needs.  In 
today's  world,  special  glass  helps 


keep  technology  advancing. 

Schott  worldwide:  50,000 

products,  50  production  facil- 
ities, represented  in  more  than 
100  countries,  with  over  $  1.5  bil- 
lion in  sales. 

Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  35,  3  Odell  Plaza, 
Yonkers,  NY  10701. 

ra  SCHOTT 

Nobody  knows  more  about  glass. 
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In  times  of  rapid  economic  and  political  change, 
smuggling  becomes  a  global  growth  business. 
We  live  in  such  times. 

The  tai  fei 
know  the  way 


By  Peter  Fuhrman  and  Andrew  Tanzer 


The  smuggling  business  is  boom- 
ing. Smugglers  don't  register  their 
trade  with  local  customs  inspectors; 
firm  statistics  are  hard  to  come  by.  But 
based  on  estimates  by  customs  offi- 
cials, commodities  traders,  interna- 
tional policing  organizations  and 
those  involved  in  illicit  trade,  Forbes 
reckons  that  the  worldwide  value  of 
smuggled  goods  will  exceed  S200 
billion  this  year.  The  estimate  in- 
cludes over  SI 00  billion  in  illegal 
drugs,  some  90%  of  which  is  smug- 
gled into  the  U.S.  Compare  these 
figures  with  the  value  of  all  interna- 
tionally traded  oil — nearly  S200  bil- 
lion a  year — and  automotive  prod- 
ucts— S250  billion  a  year. 

If  prostitution  is  the  world's  oldest 
profession,  smuggling  probably  isn't 
far  behind.  As  long  as  there  have  been 
borders  and  government  duties  to 
pay,  there  have  been  people  willing  to 
take  the  risks  of  evading  the  duties. 
But  smuggling  seems  to  go  through 
fits  and  starts,  rising  during  times  of 
rapid  economic  transformation  and 
political  upheaval,  and  stabilizing 
when  order  again  descends. 

According  to  customs  authorities,  a 
major  smuggling  boom  began  devel- 
oping in  about  1989  and  has  been 
accelerated  by  three  main  factors: 

The  breakdown  of  the  Soviet  bloc  is 
allowing  an  increasing  volume  of 
goods  to  flow  unchecked  between 
and  among  the  republics  that  make  up 
the  former  Soviet  Union,  the  former 
Comecon  countries,  and  what  used  to 
be  their  outside  world. 

Rapid  economic  growth  in  China  is 
creating  huge  demand  for  foreign 
goods  that  is  being  filled  by  highly 
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inventive  and  daring  smugglers,  de- 
spite punitive  sanctions. 

There  is  big  money  to  be  made 
evading  the  U.N.'s  trade  sanctions  on 
both  Iraq  and  on  Serbia  in  the  former 
Yugoslavia. 

Let's  start  with  Russia.  For  some 
time  now,  almost  anything  not  bolted 
down  in  that  country  and  that  is 
salable  for  hard  currency  has  been 
exported  legally  or  illegally.  That  par- 
ticularly includes  high-value  metals 
such  as  ruthenium  or  zirconium,  as 
well  as  less  exotic  metals  such  as  cop- 
per and  nickel  (see  related  story,  p.  42). 
Russia's  vice  president,  Alexander 
Rutskoi,  has  said  that  the  flow  of  oil 
and  minerals  smuggled  out  of  his 
country  now  totals  S30  million  every 
day — over  S10  billion  a  year. 

So  many  diamonds  are  being  smug- 
gled from  the  Republic  of  Yakutia,  a 
stretch  of  Eastern  Siberian  tundra 
twice  the  size  of  Alaska,  that  this  is 
threatening  the  fabric  of  the  long- 
running  De  Beers  diamond  cartel.  De 
Beers  has  been  ravaged  this  year  by 
the  combined  effect  of  smuggling  and 
world  recession.  Its  earnings  are 
down,  and  the  company  has  warned  it 
will  cut  its  final  dividend. 

Under  pressure  from  De  Beers,  the 
Yakuts  say  they  are  trying  to  control 
diamond  exports.  But  Yakutia  has  one 
of  the  world's  harshest  climates  and 
very  little  other  industry.  As  a  result, 
Siberian  diamonds  are  likely  to  con- 
tinue to  flood  Western  markets. 

The  simple  fact  is,  smuggling  is 
probably  keeping  millions  of  Russians 
in  food,  clothing  and  shelter.  A  highly 
efficient  form  of  entrepreneurial  ac- 
tivity that  shortchanges  only  various 


Two  tai  fei  speed- 
boats with  stolen 
luxury  cars  cap- 
tured by  the  Royal 
Navy  in  Hong  Kong 
The  "big  flyers" 
make  nightly 
smuggling  runs 
from  Hong  Kong  to 
China  laden  with 
consumer  elec- 
tronics, motor- 
bikes and  luxury 
cars.  An  estimat- 
ed half  of  all  VCRs 
and  color  TV  sets 
sold  in  Hong  Kong 
are  smuggled 
to  China. 


layers    of   government,    smuggling 
earns  the  hard  currency  needed  to  bu 
the  goods  the  Russian  people  nov 
demand.  ta- 

in Russia,  street  traders  do  hug< 
business  in  smuggled  American  choefcr    - 
olates  and  vodka,  Japanese  TVs,  Italia; 
fashions — goods  the  official  econOnr 
can't  afford  to  import.  Another  bene  jp 
fit   from   smuggling:   Some   mono  i  j^ 
earned  from  the  business  flows  direct 
ly  to  enterprises  formerly  owned  b 
the  state,  helping  them  pay  for  tJBK,^ 
imported    capital    equipment    thci( 
need  if  the  economy  is  to  develop. 
While  the  smuggling  going  or 
the  old  Soviet  Empire  is  vast,  it's 
nearly  as  dramatic  as  the  illicit 
between  Hong  Kong  and  Guangdot 
the  rapidly  growing  southern  Chine 
province.  The  two  neighbors  pre 
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:al  conditions  for  smugglers:  Hong 
)ng  is  a  duty-free  port,  while  China 
lposes  tariffs  of  100%  and  higher  on 
[nsumer  durables. 

|  The    Chinese    smugglers'    favorite 
isports  are  custom-made  speed- 
fats,  called  tai  fei,  or  "big  flyers,"  in 
ltonese.  They  are  based  on  a  Cana- 
in  racing  boat' design  but  modified 
include    an    enlarged    hull    big 
lough  to  hold  a  full-size  Mercedes- 
nz,  or  up  to  300  vcrs  or  150  TV 
p.  Some  40  feet  long,  the  tai  fei  can 
fry  up  to  2  tons.  Powered  by  four  to 
outboard  engines  of  300  horse- 
/er  each,  their  top  speed  is  70 
)ts — over  80  miles  an  hour — fully 
1.  "The  tai  fei  can  outrun  any 
it  on  the  sea,"  says  Francis  Knight, 
irman  of  Hong  Kong- based  Asian 
:urity  &  Investigation  Services  Ltd. 


As  if  from  a  James  Bond  novel,  tai 
fei  boats  have  steel  prows  used  as 
battering  rams  to  slice  through  any- 
thing in  their  way.  Other  features 
include  bulletproof  windscreens  and 
armor  plate  around  the  driver  that  will 
stop  an  AK-47  round.  "They  were 
designed  to  ram  police  vessels.  If  they 
hit  something,  they  cut  it  in  half," 
says  Kevin  Laurie,  detective  superin- 
tendent of  the  Hong  Kong  govern- 
ment's Anti- Smuggling  Task  Force. 
(Two  policemen  have  been  killed  in 
the  last  two  years  pursuing  tai  fei.) 

Most  nights,  empty  speedboats 
laden  with  hard  currency  such  as 
Hong  Kong  dollars  come  from  China 
in  pairs  (in  case  one  breaks  down), 
sometimes  five  to  seven  together,  to 
one  of  dozens  of  isolated  pickup 
points   in   the   New  Territories   or 


Hong  Kong  Island.  The  contraband 
is  rapidly  transferred  by  local  small- 
time crooks  or  organized  crime  mem- 
bers, who  transship  the  goods  by  sam- 
pan to  the  speedboats.  The  tai  fei  are 
loaded  with  TVs,  vcrs,  air  condition- 
ers and  other  consumer  goods  des- 
tined for  households  in  Guangdong. 
The  return  trip  to  China  takes  around 
90  minutes  to  fishing  villages  in 
Guangdong,  such  as  Aotou,  where 
the  speedboats  are  hidden  in  fish 
farms.  In  some  cases  entire  villages  are 
engaged  in  smuggling. 

"Clearly  there's  a  certain  amount 
of  support  in  China  for  them,"  says  a 
smuggling  expert  in  Hong  Kong, 
noting  the  vast  scale  of  the  operation. 

Perhaps  the  clearest  indication  that 
some  local  Communist  Party  officials 
in  Guangdong  are  involved  in  the 
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Smuggling 

smuggling  comes  from  the  fate  of 
many  cars  stolen  in  Hong  Kong.  Here 
is  how  this  part  of  the  trade  is  said 
to  work: 

A  corrupt  official  in  Guangdong 
may  specify  the  make  (often  BMW  or 
Mercedes),  model  and  color  of  the  car 
he  wants.  The  car  is  promptly  stolen  in 
Hong  Kong,  often  at  rush  hour  be- 
cause die  thieves  figure  Hong  Kong 
police  won't  set  up  roadblocks  then. 
The  luxury  cars  are  whisked  away  to 
Guangdong  the  day  they  are  stolen  by 
speedy  tai  fei  or  by  slower  vessels.  Of 
the  thousands  of  cars  stolen  the  past 
few  years,  only  a  fraction  have  been 
recovered  and  car  insurance  rates  have 
been  hiked  sharply  in  the  British 
colony. 

Car  theft  and  smuggling  became  so 
blatant  that  Hong  Kong  authorities 
banned  the  manufacture  and  import 
of  tai  fei  boats  in  1991.  There  used  to 
be  roughly  200,  but  that's  been  re- 
duced to  under  40  today  through 
attrition.  So,  until  more  tai  fei  can  be 
acquired,  the  smugglers  in  China  are 
using  alternate  transport  such  as 
powered  sampans  to  pick  up  goods 
like  TV  sets,  vcrs,  air  conditioners  or 
motorcycles  from  an  estimated  100 
Hong  Kong  fishing  trawlers  involved 
in  smuggling. 

Vietnam  is  heavily  involved  in 
smuggling.  Vietnamese  captains  of- 
ten help  smuggle  electrical  goods 
from  Hong  Kong  to  China;  Vietnam- 
ese coastal  trading  boats  can  carry 
4,000  or  5,000  TV  sets  at  a  time.  Says  a 
Hong  Kong  security  official:  "It's 
easier  to  get  Vietnamese  ships  to  work 
for  smugglers  because  they  have  big- 
ger ships  and  are  easier  to  buy  off. 
They  need  the  business." 

The  Vietnamese  boats  pick  up  the 
goods  in  Hong  Kong,  and  either 
transfer  their  cargoes  to  Chinese 
boats  in  international  waters  or  take 
the  goods  back  to  Vietnam  and  trans- 
ship them  to  Guangxi  in  China.  This 
trade  is  said  to  be  getting  so  large  that 
Guangdong  officials  are  cracking 
down  on  these  vessels  and  confiscat- 
ing the  goods — probably  because 
they  lose  the  rake-offif  the  smuggling 
is  done  through  Guangxi. 

On  to  India.  As  much  as  200  tons  a 
year  of  gold  bars,  worth  over  $2  bil- 
lion, used  to  be  smuggled  from  Dubai 
to  India,  where  importation  of  gold 
by  individuals  was  prohibited.  Earlier 
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Bulgarian  customs 
checking  cars 
for  petrol 

Despite  the  U.N. 
embargo,  gasoline 
is  reaching 
Serbia  by  truck, 
by  barge  and 
by  beat-up 
Russian-made 
cars. 


this  year  the  Indian  government  eased 
the  prohibition  but  did  not  eliminate 
it.  So  the  smuggling  has  slowed  but 
not  halted.  Gold  in  India  still  costs 
10%  to  15%  above  the  quoted  world 
price,  reflecting  the  gap  between  de- 
mand and  supply. 

The  list  of  countries  where  smug- 
gling is  a  vital  economic  activity  goes 
on  and  on.  Leaving  aside  the  perni- 
cious illegal  trade  in  drugs,  what's 
mosdy  happening  here  involves  law- 
breaking  entreprenuers  poaching  on 
countries  that  apply  large  tariffs  on 
imports,  or  impose  severe  trade  re- 
strictions. Pure  free  marketers,  start- 
ing with  Adam  Smith,  believe  that 
smuggling  is  the  inevitable  reaction  to 
overweening  government. 

But  there  are  some  smuggling  cases 


that  have  no  redeeming  social  value.  A  J 
The  drug  trade  provides  one  example.^ 
Iraq  another.  irncd  fa 

Iraq's  egomaniacal  dictator,  Sad-inn 
dam  Hussein,  is  surviving — and  stil 
buying  arms — because  smuggling  r 
negating  the  U.N.  embargo.   Until  ondn- 
Iraq   invaded   Kuwait,   it   importectu, 
about  $3  billion  a  year  in  food.  The 
word  from  Turkey  is  that  Iraqis  nov 
get  this  food  by  paying  with  deliverie 
of  refined  oil.  The  Kurds  are  at  wai  , 
with  Saddam's  Iraq,  but  the  two  side 
trade.  Even  some  Kuwaitis  are  trans  .,• 
porting  food  into  Iraq. 

Iraqi  diesel  gets  out  on  the  15' 
trucks  a  day  passing  between  die  Ira* 
and  Turkish  borders.  The  diesel  oftci 
is  used  as  payment  for  smuggled  con^i 
sumer  goods. 
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nAnd  just  before  the  Gulf  war,  the 

ternational  Maritime  Organization 

ned  that  the  Iraqis  paid  the  Hon- 

■iran      consulate      in      Singapore 

nil ^5,000  in  cash  to  re -register  three  of 

q's  large  cargo  ships  under  the 

■onduran  flag. These  ships  are  be- 

npoflJBved  still  to  be;smuggling  out  Iraqi 

under  their  false  colors. 

he  U.N.  has  imposed  trade  sanc- 

s  against  Serbia.  But  in  Serbia  oil 

o  plentiful  that  lines  at  the  petrol 

§mps  have  all  but  disappeared.  The 

gets  there  by  passenger  cars  and 

liker  trucks  from  Bulgaria  and  Ro- 

Inia,  and  by  barge  tankers  on  the 

.-  f^nube  from  Romania  and  Ukraine. 

he  U.S.  has  one  of  the  most  open, 

|>st  liberal   trade   regimes  in   the 

rid,  so  it  should  be  least  affected  by 


smuggling;  leaving  aside  illicit  drugs, 
that  is  the  case.  But  Thomas  Gray,  the 
senior  customs  representative  of  the 
U.S.  Customs  Service  in  Hong  Kong, 
says  goods  smuggled  to  the  U.S.  are 
on  the  rise,  too.  A  typical  case,  says 
Gray,  is  false  invoicing  to  avoid  du- 
ties— for  example,  a  textile  exporter 
might  label  his  U.S. -bound  goods 
electronics,  which  carry  3%  U.S.  duty, 
so  as  to  evade  a  typical  higher  duty  of 
27%  the  U.S.  levies  on  textiles  import- 
ed from  major  suppliers  in  Asia. 

The  Chinese  smuggle  lots  of  textiles 
and  apparel  into  the  U.S.  to  avoid 
quotas.  On  top  of  $4  billion  of  Chinese 
textiles  imported  legally  each  year, 
Thomas  Gray  estimates  that  in  1991 
there  were  $2  billion  of  illegal  textile 
imports.   He  also  estimates  that  an 


incredible  50%  of  Taiwan's  textile  ex- 
ports in  1991  were  of  Chinese  origin. 
Textiles  from  Vietnam  are  also  illegally 
transshipped  via  Taiwan  to  the  U.S. 

There  is  a  new  twist  to  the  age-old 
business  of  smuggling  cigarettes  to 
evade  the  taxman's  take  (Forbes,  Dec. 
7).  Legal  U.S.  cigarette  exports  are 
worth  about  $4.5  billion  a  year.  But  as 
much  as  a  third  of  the  120  billion 
cigarettes  exported  from  the  U.S. 
now  go  to  feed  smuggling  routes.  The 
most  unlikely  route  runs  from  tiny 
Luxembourg,  which  has  very  low  cig- 
arette taxes,  to  Belgium,  which  has 
high  taxes.  Belgian  traders  can  earn 
$30,000  per  trip  with  a  3-ton  truck 
loaded  with  cigarettes. 

Philip  Morris'  Marlboro  brand  is 
the  world's  single  most  smuggled 
consumer  good.  But  now  there  is  a 
new  source  of  supply.  Philip  Morris 
during  the  communist  era  licensed  a 
state-owned  cigarette  factory  in  Po- 
land to  produce  Marlboros  on  condi- 
tion it  didn't  export  its  production. 
The  Poles  are  breaking  the  deal.  This 
year  there  has  been  a  flood  of  Polish 
Marlboros  smuggled  into  Germany, 
where  the  smuggled  smokes  sell  far 
below  the  fully  taxed  Marlboros  made 
by  Philip  Morris  in  Germany. 

Tired  of  being  cheated  out  of  reve- 
nues by  the  smugglers,  the  German 
government  is  trying  to  force  Philip 
Morris  to  do  something  about  the 
traffic  from  Poland.  But  the  border 
with  Poland  is  wide  open,  and  the 
profit  opportunities  high. 

And  there  lies  the  nub  of  the  prob- 
lem. As  long  as  smuggling  is  a  profit- 
able activity,  there  will  be  smugglers 
who  will  weigh  the  relative  risks  and 
rewards  of  their  actions  and  decide  to 
take  a  chance.  Consider:  One  speed- 
boat load  of  300  vcrs  bought  in 
Hong  Kong  and  smuggled  to  Guang- 
dong could  turn  a  proLt  of  over 
$100,000,  estimate  police  sources  in 
Hong  Kong.  By  contrast,  a  brand- 
new  tai  fei  speedboat  costs  just 
$150,000  or  so.  Meanwhile,  a  law- 
abiding  fisherman  or  border  guard  in 
Guangdong  averages  maybe  $35  to 
$60  a  month;  smugglers  pay  them 
$100  or  more  an  hour  to  look  the 
other  way. 

Against  such  economics,  does  any- 
one seriously  think  smuggling  won't 
continue  to  be  one  of  the  world's 
biggest  growth  businesses?  WM 
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For  nearly  a  decade  Enserch  Corp.  has  been  the  stock 
Wall  Street  loves  to  hate.  Is  it  finally  time  to  buy? 

David  Biegler's 
big  challenge 


By  Toni  Mack 

At  age  19  David  Biegler  took  a  sum- 
mer job  in  Enserch  Corp.'s  San  Anto- 
nio exploration  outpost  only  because 
he  couldn't  find  a  better  job  else- 
where. It's  worked  out  pretty  well. 
Last  year  Biegler,  now  46,  was  named 
Enserch's  president  and  chief  operat- 
ing officer.  He's  expected  to  succeed 
William  McCord  as  chief  executive 
after  McCord  turns  65  next  April. 
McCord  may  stay  on  as  chairman. 

Enserch's  shareholders  would  love 
to  see  an  energetic  new  chief  execu- 
tive breath  life  into  the 
moribund  company.  The 
Dallas-based  outfit's  stock 
recently  traded  at  147/s; 
that's  27%  below  its  1991 
high  of  20V2  and  far  from  its 

1980  peak  of  40. 
Enserch  was  primarily  a 

gas  pipeline  and  utility  be- 
fore McCord  took  over  in 
1971 .  To  enhance  the  com- 
pany's regulated  returns, 
McCord  quickly  pushed 
Enserch  into  wildly  diverse 
businesses — oil  service  rigs 
and  engineering  and  con- 
struction. As  long  as  energy 
boomed,  so  did  Enserch.  In 

1981  it  netted  a  record 
$3.55  a  share. 

But  when  prices  and 
markets  shrank,  McCord 
failed  dismally  at  reviving 
his  ailing  businesses.  En- 
serch became  the  company 
Wall  Street  loved  to  hate. 
Its  earnings  per  share  for 
the  last  seven  years  com- 
bined don't  add  up  to  what 
the  company  earned  in 
1981.  This  year  Enserch 
will  probably  earn  a  paltry 


$34  million,  or  50  cents  a  share,  on 
$2.8  billion  in  revenues.  Meanwhile, 
the  company  is  encumbered  by  nearly 
$1  billion  in  long-term  debt;  com- 
mon equity  is  just  36%  of  capitaliza- 
tion; interest  and  preferred  dividends 
consume  85%  of  operating  cash  flow. 
In  1986  McCord  halved  the  common 
dividend  to  80  cents  a  share. 

McCord  and  Biegler  are  cut  from 
different  bolts.  Whereas  McCord 
rarely  talks  to  securities  analysts  or 
shareholders — and  never  to  report- 
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Enserch  Corp.  President  David  Biegler 
Will  he  succeed  where  McCord  failed? 


Mr 


ers — Biegler   actively   courts   sh 
holders.  Some  are  banking  on  hir  b«n 
improve  the  value  of  their  investn  ^  x 
in  the  company — and  hoping    )pnlt" 
McCord  won't  nobble  him.  narket^ 

One  decision  Biegler  will  fac^ur 
what  to  do  with  Enserch's  $1.3  bil  the  1 
(revenues)  engineering  and  const  a  y: 
tion  segment.  Its  operating  losses)^  ar 
gan  in  1986  as  old  markets  evapo^' 
ed.  Then  it  underestimated  the  co  ^  ^ 
jobs  in  new  markets;  that  led  to  w  ig  ^ 
downs  in  1990  and  1991  totaling  b  rur 
million.  n  a 

Kidder,  Peabody  analyst  Ro 
Barone  pegs  the  construction  and  million 
gineering  unit's  value  at  about  $  decent* 
million.  Biegler  could  sell  it  to: other 
down  debt  or  sell  part  to  the  publ  ion. ha> 
establish  its  value.  years  rn 

Biegler  happily  talks  up  the  u  to  c 
strong  points.  "They  manage  ijhhok. 
bidding  process  better,"  he  says.  ^  0  a\ 
new  contracts  in  fast- growing 
like  independent  power  and  cogt  f  01 
ation,  Biegler  says  he  expects  is  2,3LX) 
business  to  begin  showing  annua  dSw.v 
erating  profits  of  $35  million  to  jler,  n 
million  this  year  or  next.  m : 

If  Biegler  does  deck  rti  u 
sell  the  construction  ence  1 
sion,  Enserch  would 
consist  of  two  distinct  pK 
Lone  Star  Gas,  its  $1.23  the  Bi 
lion  (revenues)  gas  pip  I 
and   utility   business; 
Enserch      Explorations  shee 
$276  million  (sales)  e) 
ration  and  production 
ness.  To  enhance  his  s*  r an aftci 
holders'  investr 

Biegler    might    decid 
spin  one  part  off,  1111 
Burlington   Resource! 
in  June  when  it  spun  < 
gas  pipeline  from  its  err,  Pcahod 
exploration  bu: 

(Forbes,  Mar.  30). 
two  stocks  now  trade  | 
far  below  Burlington's 
price  in  1989,  when  i 
tors  expected  far  high< 
prices. 

Such  a  strategy  v 
probably  work  well  .1 
serch.  Though  uncoo 
tive  weather  has  hu 
Lone  Star  Gas  this  It 
growth  prospects  are  y\ 
Its  gas  utility  serves  I 
and  environs — home 
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f  Texas'  population — and  has 
been  hooking  up  over  90%  of 
and  high-margined)  residential 
jpments  there,  while  chasing 
narkets  in  gas  cooling  and  gas- 
*ed  vehicles, 
the  10,000-mile  pipeline  sys- 

$3  million  project  will  soon 
se  capacity  by  about  10%.  One 
dally  big  market:  hauling  gas 
ird  from  New  Mexico's  over- 
ig  San  Juan  Basin.  Operating 
low  runs  $140  million  to  $160 
a  year.  So  Lone  Star  could 
shoulder  a  chunk  of  Enserch's 
million  long-term  debt  and  still 
decent  dividend. 

other  company,  Enserch  Ex- 
ion,  has  gas  reserves  to  last  near- 
years  now  and  plenty  of  pros- 
to  drill  if  gas  prices'  recent 
th  holds.  The  kicker  is  a  Gulf  of 

0  discovery  that  could  more 
riple  Enserch's  40  million  bar- 
'  oil  reserves.  But,  in  water  as 
is  2,300  feet,  the  find  will  cost 

1  $335  million  to  develop, 
der,  who  has  lined  up  $235 
i  in  financing  and  is  seeking  a 
r  to  develop  the  field,  professes 
ence:  "We  have  a  sure  shot  at 
even  and  a  potential  for  a  whole 
re." 

s  the  Burlington  model  make 
Biegler  says  he's  studied  it,  and 
out  Burlington  had  a  far  sturdi- 

ce  sheet.  "We  need  to  reduce 
he  says,  "and  you  don't  do 

splitting  up  the  company." 
an  aftertax  charge  of  $5  mil- 
nserch  has  already  replaced 

illion  of  high-cost  debt  this 

is  will  save  about  $8  million  in 

interest  costs.  And  if  gas  prices 

ust,  more  help  is  on  the  way. 

Peabody's  Barone  estimates 
arnings  could  rise  some  70% — 

million,  90,  cents  a  share, 
figures  Enserch  in  one  piece  is 
t  least  $21  a  share,  41%  above 
nt  price,  and  perhaps  as  much 

Biegler   unlock   that   value? 

Freeman,  a  portfolio  manager 

Windsor  Fund,  which  owns  a 

|ake  in  Enserch,. thinks  he  can. 

liegler]  is  sensitive  to  the  fact 

company  hasn't  delivered  its 

fing    value,"    says    Freeman, 

le's    determined    to    change 


Waikiki's  Royal  Hawaiian  Shopping  Center 

Just  one  of  the  major  properties  built  on  Bishop  Estate  land. 


What's  the  biggest  issue  facing  the  Supreme  Court 
of  Hawaii?  Who  should  get  the  lucrative  jobs 
running  a  secretive  $8  billion  estate. 

Hawaii's 
royal  legacy 


By  John  H.  Taylor 

Wanted:  three  trustees  to  help  man- 
age an  $8  billion  trust  that  pays  for  the 
education  of  native  Hawaiian  chil- 
dren. Investment  savvy  not  required. 
Political  connections  preferred.  Man- 
datory retirement  at  age  70.  Salary: 
about  $700,000  a  year. 

Interested?  The  trustees  oversee 
the  Bishop  Estate,  Hawaii's  secretive 
trust  created  in  1884  that  now  owns 
8%  of  all  the  land  in  Hawaii.  But 
hurry.  Over  80  people  have  already 
applied.  Even  Governor  John  Waihee 


be. 


December  21,  1992 


and  U.S.  Senator  Daniel  Akaka  are 
rumored  to  be  candidates. 

Why  all  the  excitement?  The  Bish- 
op Estate  is  at  a  crossroads  of  sorts. 
Two  of  its  five  trustees — William 
Richardson,  a  former  chief  justice  of 
the  Supreme  Court;  and  Matsuo  Ta- 
kabuki,  an  ex-Honolulu  city  supervi- 
sor— will  retire  in  the  next  two 
months.  A  third,  former  state  social 
services  chief  Myron  Thompson,  re- 
tires in  1994. 

The  lucrative  political  posts  are 
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Bishop  Estate 

awarded  by  the  Hawaiian 
Supreme  Court.  But  as  the 
trust  has  grown  in  its  size 
and  influence,  dealmakers 
from  all  over  the  U.S.  have 
been  pitching  investments 
to  the  trustees.  Some  influ- 
ential Hawaiians,  including 
at  least  one  current  Bishop 
trustee,  believe  the  slots 
should  be  filled  by  profes- 
sional managers  or,  at  a 
minimum,  people  with  a  fi- 
nancial background.  The 
other  current  trustees:  a 
member  of  the  state  legisla- 
ture and  a  former  profes- 
sional land  manager — who 
got  the  job  without  even 
applying  when  the  four 
judges  deadlocked  on  other 
candidates. 

In  fairness,  the  Bishop 
Estate's  trustees  haven't 
done  badly  so  far.  The  es- 
tate has  made  successful  in- 
vestments with  former 
Treasury  Secretary  William 
E.  Simon  in  a  Hawaii  bank 
and  a  savings  and  loan.  The 
estate  and  Simon  also  have 
bought  a  bank  in  China.  ■■§■ 
With  jmb  Realty,  the  Chica- 
go real  estate  giant,  the  estate  has 
bought  Wisconsin's  two  largest  shop- 
ping malls.  It  is  also  co-owner  of  the 
former  Celanese  Building  in  New 
York's  Rockefeller  Center. 

Earlier  this  year  the  estate  became 
one  of  the  rare  outside  equity  partners 
in  Goldman,  Sachs  &  Co.  The  trust- 
ees paid  $250  million  for  its  equity 
interest — rumored  to  be  about  5% — 
in  the  highly  profitable  investment 
banker.  In  November,  with  J. P.  Mor- 
gan &  Co.,  Marsh  &  McLennan  Cos., 
Texas  financier  Richard  Rainwater 
and  San  Francisco  dealmakers  Hell- 
man  &  Friedman  and  others,  the  es- 
tate formed  Mid  Ocean  Reinsurance, 
a  Bermuda- based  catastrophic  cover- 
age reinsurer. 

The  trustees  will  take  a  risk,  but  not 
a  big  one.  When  Simon  needed  fresh 
capital  for  HonFed  Bank  in  1990,  the 
estate  put  up  $50  million.  In  ex- 
change it  demanded  preferred  stock, 
rather  than  common,  plus  an  equity 
kicker.  When  the  S&i  vas  sold  this 
year,  the  estate  reali/L  d  a  gain  of 
around  $25  million,  a       i'so  received 
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1211  Avenue  of  the  Americas  in  Manhattan 

One  of  Bishop  Estate's  many  investments  on  the  mainland. 


an  equity  stake  in  some  real  estate. 

Like  other  Hawaiian  landlords,  the 
Bishop  Estate  clung  for  decades  to  its 
land,  rarely  selling  but  instead  leasing 
out  to  residential  and  commercial 
tenants. 

That  changed  in  1967  when  the 
Hawaii  legislature  enacted  a  law  re- 
quiring landowners  to  sell  to  home- 
owners the  leases  on  land  under  sin- 
gle-family homes.  The  trustees  spent 
the  next  17  years  fighting  the  law  in 
federal  courts. 

The  trustees  lost — but  the  timing 
was  terrific.  By  the  time  the  estate  was 
forced  to  sell,  property  values  in  Ha- 
waii had  multiplied  severalfold.  Since 
sales  of  single-family  homesites  be- 
gan, the  estate  has  raised  more  than 
$733  million;  annual  income  rose 
from  $5  million  in  1971  to  more  than 
$100  million  in  fiscal  1991. 

Recently  the  estate,  which  is  awash 
in  cash,  started  selling  leases  to  the 
owners  of  13,000  condominiums 
built  on  Bishop  land.  Oswald 
Stender,  a  trustee,  has  estimated  the 
sales  will  generate  as  much  as  $1 


billion  over  the  next 
cade.  The  estate  still  oH 
leases  on  valuable  comrlj 
cial  property,  including!* 
Kahala  Hilton  and  RW 
Hawaiian  resort  hotel! 
Waikiki.  It's  not  require)*) 
sell  these. 

The  trustees  rarely  m 
cuss  estate  affairs  publty 
None  would  be  iifl 
viewed  for  this  article,  he 
annual  report  is  uninfoni 
five.  Trustee  Stender  H 
Hawaii  Investor  last 
that  the  estate's  total  as] 
carried  on  the  books  at  M 
billion,  are  worth  arcB 
$8  billion. 

That  wealth  has  enal 
the  estate  to  fulfill  its  I 
anthropic  mission.  Thfl 
tate  was  the  creation 
Princess  Bernice  Pal 
Bishop,  great-grlj 

daughter  of  King  Kami 
meha  I.  During  her  I 
time,  poor  health  and  1 1 
conditions  reduced  I 
population  of  native  I 
waiians  from  400, OOl 
45,000,  deeply  trouB 
the  princess.  When  I 
died,  in  1884,  she  left  434,000  I 
to  give  native  Hawaiians  a  high-ql 
ty  education.  Today  the  estate  spl 
about  $60  million  a  year  on  educl 
and  other  programs  for  student  ■ 
schools  enroll  about  3,000  rul 
and  part- Hawaiian  students  a  I 
from  grade  school  through  L 
school.  It  also  operates  special  <l 
munity  education  programs  for| 
dren  and  adults. 


Some  Hawaiians  worry  that 
good  works  will  be  endangered 
Hawaiian   Supreme   Court   chfl 
new  trustees  for  their  political 
nections  rather  than  their  inves 
intelligence.  Takabuki,  who  re 
February,  is  considered  the  only 
ee  with  real  business  savvy.  "Tl 
tate  has  got  the  bucks  to  play  w  i 
big  boys,"  says  Wallace  Fujiya 
influential  Honolulu  attorney 
hope  is  that  a  light  shines  01 
people  making  these  decisions  j 
the  new  trustees  and  we  gel 
who  know  how  to  manage  assets 
is  no  longer  a  job  best  served 
politician." 
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nvesting  in 
germany's  new 
Federal  States 


American  businesses 
rank  in  the  top  three 
among  foreign  investos 
in  eastern  Germany. 


E 


Potsdam 


astern  Germany  =  Investing  for  Your  Company's  Future 


A  Central  Gateway  to 

"New  Europe" 

Eastern  Germany  is  the  premier  location 
for  an  international  business  operation 

•  Geographic  center  for  trade  and 
commerce  in  the  new  Europe 

•  Opportunity  to  establish 
transportation .  communication 
and  distribution  networks  across 

a  continent  without  frontiers,  from 
Norway  to  Italy,  from  Portugal 
to  Greece 


Eisenach 

•    Access  to  the  most  affluent  consumer 
markets  in  the  European  economic 
community  with  a  combined  gross 
national  product  (GNP)  of  '6.2 
trillion  and  a  population  of  380 
million  consumers 


•  Entree  to  the  new  bridges  that  are 
replacing  the  centuries-old  trade 
and  business  networks  that  link 
Eastern  Europe 

A  Solid  Economic 
Framework 

Eastern  Germany  offers 
investors  the  security 
of  Germany's  established 
political  and  economic 
systems 

•  Reliable  legal, 
commercial,  monetary 
and  financial  systems 

•  Recognized  democratic 
system  committed  to 
free  enterprise 

•  Predictable  investment  climate 

•  Qualified  and  available  labor — some 
of  the  world's  best  educated  and  mosl 
highly  skilled  and  motivated  workers 

•  Opportunity  to  capitalize  on  the  work 
ethic  that  elevated  "Made  in  Germany" 

to  a  global  standard  of  excellence 
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Participation  in  the  economy 
world's  second  largest  export 
with  v403  billion  in  exports, 
accounting  for 
11.4  percent  of  the 
global  trade  markeij 

Growth 

Eastern  Germany"-) 
economy  is  rapidlv 
catching  up  with 
western  Germany 

•    Germany*  com  n 
GNP  was  nearli 
*1.8  trillion  in  \)\ 

With  a  GNP  of  I 
billion,  the  ecoi  « 
in  eastern  Gernff 
in  1992  and  199fo 
expected  to  exceed  that  of  m< 
other  industrialized  nations 

Public  and  private  investmei 
eastern  German)  in  1992 
more  than  s67  billion 

1991  direct  foreign  investmei 
Germany  was  y2.2  billion 
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e  companies  profiled  here  were  started  by  Arkansas  entrepreneurs.  Rest  assured: 
hen  these  capitalists  want  to  talk,  Bill  Clinton  is  ready  to  listen. 

thicken  plucking  good 


FREDERICK  E.  ROWE  JR. 


ick  E.  (Shad)  Rowe  Jr.  is  the  general 
r  of  Dallas'  Greenbrier  Partners, 
iefund. 


STOCK  MARKET  world  is  now 
y  focused  upon  President-elect 
linton  of  Arkansas,  a  state  that 
5een  the  subject  of  much  mis- 
d  ridicule  as  impoverished  and 
oods.  Typical  Wall  Street 
A  man  and  a  woman  are  mar- 
Arkansas.  They  move  to  Tex- 
bsequently,  they  are  divorced, 
question:  Are  they  still  broth - 
d  sister? 

ring  the  presidential  debates, 

erot  derisively  pointed  out  that 

tire  population  of  Arkansas  is 

an  that  of  Dallas/Fort  Worth, 

at  if  the    U.S.    pursues   the 

>mic  growth  course  taken  by 

sas,  we  will  become  a  nation  of 

icnpluckers. 

A  face  value,  many  of  the  words 
ffaat  'linton  has  had  for  Wall  Street 
ire  Tifying  for  stock  market  inves- 
ts [n  his  Putting  People  First,  A 
Natnal     Economic     Strategy    for 
^Jthica,   Clinton   writes:    "...  We 
*on  provide  special  capital  gains  tax 
>rea  for  rich  investors  who  clip  cou- 
ld trade  securities." 
"In  time  to  eliminate  tax  breaks 
«at  ward  the  old  arrangements  and 
\  e  rich  and  powerful,  instead  of 
:  workers  who  generate  the 
;  real  wealth."  * 
i  e  corrupt  do-nothing  values  of 
>80s  must  never  mislead  us 
pir  Never  again  should  Washing- 
ard  those  who  speculate  in 


paper  instead  of  those  who  put  people 
first."  And  so  on. 

Remarkably,  however,  Arkansas 
has  produced  an  almost  mind-bog- 
gling number  of  business  and  stock 
market  success  stories  over  the  last  20 
years.  I  suggest  that  investors  should 
focus  on  the  undeniably  formidable 
business  juggernauts  that  have  sprung 
up  in  Arkansas,  and  the  influence  that 
they  have  had  on  Clinton.  It  is  a  feel- 
better  exercise. 

If  Arkansas  had  a  patron  saint,  it 
would  be  the  late  Sam  Walton, 
founder  of  the  largest  retail  opera- 
tion in  the  world,  Wal-Mart  Stores, 
which  is  based  in  Bentonville,  Ark. 
The  Wal-Mart  success  story  does  not 
need  to  be  retold  here.  It  is  interest- 
ing that  until  recently,  Clinton's 
wife,  Hillary,  sat  on  the  board  of 
Wal-Mart.  Incidentally,  if  you  are 
one  of  the  few  people  who  has  not 
already  read  Walton's  bestselling 
autobiography,  Made  in  America, 
do  so.  I  don't  see  how  any  executive 
could  read  the  book  without  feeling 
a  little  lazy,  unfocused,  self-serving 
and  extravagant. 

Stephens,  Inc.  of  Litde  Rock, 
founded  by  Witt  and  Jack  Stephens,  is 
the  biggest,  best-capitalized  invest- 
ment banking  firm  west  of  the  Missis- 
sippi. Witt  Stephens,  who  died  last 
spring,  was  a  self- described  "Yellow 
Dog  Democrat."  (He  would  always 
vote  for  the  Democrat,  even  if  that 
Democrat  were  a  yellow  dog.)  Witt 
Stephens  always  supported  Clinton. 

The  public  can't  invest  in  Stephens, 
but  they  can  in  Dillard  Department 
Stores,  also  based  in  Litde  Rock.  Most 
Wall  Street  analysts  would  agree  that 
Dillard  is  the  best-managed  depart- 
ment store  chain  in  America.  Dillard 
has  not  been  quite  the  stock  market 
success  story  that  Wal-Mart  has  been. 
An  investor  in  Dillard  over  the  last  20 
years  would  merely  have  made  a  few 
hundred  times  his/her  money  instead 
of  a  few  thousand  times  in  the  shares 
ofWal-Mart. 


Like  Wal-Mart,  Tyson  Foods  and 
J.B.  Hunt  Transport  both  sprang  up 
in  Northwest  Arkansas.  Most  Wall 
Street  analysts  would  agree  that  Ty- 
son Foods  is  the  best-managed,  most 
profitable  food  processing  (chicken 
plucker)  company  in  the  U.S.  (For 
another  self-made  Arkansas  chicken 
man,  see  story,  page  100.)  Wall  Street 
analysts  would  also  agree  that  J.B. 
Hunt  is  the  best-managed  trucking 
company  in  the  U.S.  The  stocks  of 
both  companies  have  proven  to  be 
superb  long-term  investments — and 
have  put  their  founders  among  The 
Forbes  Four  Hundred. 

Be  assured  that  when  these  entre- 
preneurial Arkansas  capitalists  want 
to  talk,  Bill  Clinton  is  ready  to  listen. 
Clinton  speaks  incessantly  of  his  be- 
lief in  a  managed  economy  and  the 
idea  that  America  is  the  only  major 
economy  without  a  business  plan. 
The  successes  of  Walton,  the  Ste- 
phens, Dillard,  Tyson  and  Hunt  had 
nothing  to  do  with  central  govern- 
ment planning  and  cooperation 
with  business.  They  had  everything 
to  do  with  a  no-holds-barred,  unfet- 
tered approach  to  free  enterprise.  It 
is  hard  for  me  to  imagine  that  these 
very  impressive  local  examples  of 
how  the  system  is  supposed  to  work 
have  not  made  an  indelible  impres- 
sion upon  Clinton. 

My  bet  is  that  the  Clinton  Adminis- 
tration will  have  a  strong  bias  toward 
inflation.  Inflation-minded  investors 
did  very  well  during  the  Carter  Ad- 
ministration, while  the  stock  market 
in  general  did  nothing.  As  inflation 
plays,  I  would  favor  natural  resource 
stocks  like  Temple-Inland  (51).  Gold 
stocks  may  finally  perform.  The  best 
company  is  Newmont  Mining  (38). 
Amax  (17)  combines  gold,  alumi- 
num, and  oil  and  gas.  Albert  Gore  is  a 
major  environmentalist,  which  means 
that  the  case  for  natural  gas  becomes 
even  more  timely.  I  like  Burlington 
Resources  ( 38 )  and  Mitchell  Energy  & 
Development  5(16).  Wk 
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Computer  crimes  committed  by  a  new  generation  of  hacker  hoods  might  cost 
anywhere  from  $500  million  to  $5  billion  a  year.  Whatever  the  number,  it's  clear 
that  a  computer  crime  wave  is  reaching  epidemic  proportions. 

'The  playground  bullies 


are  learning  how  to  type" 
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By  William  G.  Flanagan  and  Brigid  McMenamin 

Leonard  Rose,  a  3 3 -year- old  computer  consultant  and 
father  of  two,  is  also  a  felon.  He  recently  completed  8V2 
months  in  a  federal  prison  camp  in  North  Carolina,  plus  2 
months  in  a  halfway  house.  His  crime?  Passing  along  by 
computer  some  software  code  filched  from  Bell  Labs  by  an 
AT&T  employee.  Rose,  who  now  lives  in  California,  says  he 
is  still  dazed  by  the  harsh  punishment  he  received.  "The 
Secret  Service,"  he  says,  "made  an  example  of  me." 

Maybe  so.  But  if  so,  why  are  the  cops  suddenly  cracking 
down  on  the  hackers?  Answer:  because  serious  computer 
crime  is  beginning  to  reach  epidemic  proportions.  The 
authorities  are  struggling  to  contain  the  crimes,  or  at  least 
slow  their  rapid  growth. 

Rose  agrees  the  hacker  world  is  rapidly  changing  for  the 
worse.  "You're  getting  a  different  sort  of  person  now,"  he 
says  of  the  hacker  community.  "You're  seeing  more  and 
more  criminals  using  computers." 

One  well-known  veteran  hacker,  who  goes  by  the  name 
Cheshire  Catalyst,  puts  it  more  bluntly:  "The  playground 
bullies  are  coming  indoors  and  learning  how  to  type." 

Rose  and  the  Cheshire  Catalyst  are  talking  about  a  new 
breed  of  computer  hackers.  These  aren't  just  thrill-seek- 
ing, boastful  kids,  but  serious  (if  boastful)  cybercrooks. 
They  use  computers  and  telecommunications  links  partly 
for  stunt  hacking — itself  a  potentially  dangerous  and 
costly  game — but  also  to  steal  valuable  information,  soft- 
ware, phone  service,  credit  card  numbers  and  cash.  And 
they  pass  along  and  even  sell  their  services  and  techniques 
to  others — including  organized  crime. 

Hacker  hoods  often  exaggerate  their  escapades,  but 
there  is  no  doubt  that  their  crimes  are  extensive  and 
becoming  more  so  at  an  alarming  rate.  Says  Bruce  Sterling, 
a  noted  cyberpunk  novelist  and  author  of  the  nonfiction 
The  Hacker  Crackdown  (Bantam  Books,  1992,  $23): 
"Computer  intrusion,  as  a  nonprofit  act  of  intellectual 
exploration  and  mastery,  is  in  slow  decline,  at  least  in  the 
United  States;  but  electronic  fraud,  especially  telecom- 
munications crime,  is  growing  by  leaps  and  bounds." 

Who  are  these  hacker  hoods  and  what  do  they  do  for  a 
living?  Take  the  19-year-old  kid  who  calls  himself  Kim- 
ble— he  is  a  very  real  person,  but  for  reasons  that  will 
become  clear,  he  asks  us  to  mask  his  identity. 

Based  in  Germany,  Kimble  is  the  leader  of  an  interna- 
tional hacker  group  called  Dope.  He  is  also  one  of  the  most 
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celebrated  hackers  in  his  country.  He  has  appeared  on 
German  TV  (in  disguise)  and  is  featured  in  the  December 
issue  of  the  German  magazine  Capital. 

From  his  computer  terminal,  Kimble  spends  part  of  each 
day  cracking  PBX  systems  in  the  U.S.,  a  lucrative  form  of 
computer  crime,  pbxs  are  the  phone  systems  businesses 
own  or  lease.  Hackers  break  into  them  to  steal  access 
numbers,  which  they  then  resell  to  other  hackers  and, 
increasingly,  to  criminals  who  use  the  numbers  to  transact 
their  business.  These  are  hardly  victimless  crimes;  busi- 
nesses that  rightfully  own  the  numbers  are  expected  to  pay 
the  billions  of  dollars  of  bogus  phone  bills  charged  on  their 
stolen  numbers  each  year  (Forbes,  Aug.  3). 

Kimble,  using  a  special  program  he  has  written,  claims 
he  can  swipe  six  access  codes  a  day.  He  says  he  escapes 
prosecution  in  Germany  because  the  antihacking  laws 


there  are  more  lax  than  in  the  U.S.  "Every  pbx  is  an  open 
door  for  me,"  he  brags,  claiming  he  now  has  a  total  of  500 
valid  pbx  codes.  At  Kimble's  going  price  of  $200  a 
number,  that's  quite  an  inventory,  especially  since  num- 
bers can  be  sold  to  more  than  one  customer. 

Kimble  works  the  legal  side  of  the  street,  too.  For 
example,  he  sometimes  works  for  German  banks,  helping 
them  secure  their  systems  against  invasions.  This  might 
not  be  such  a  hot  idea  for  the  banks.  "Would  you  hire  a 
former  burglar  to  install  your  burglar  alarm?"  asks  Robert 
Kane,  president  of  Intrusion  Detection,  a  New  York-based 
computer  security  consulting  firm. 

Kimble  has  also  devised  an  encrypted  telephone  that  he 
says  cannot  be  tapped.  In  just  three  months  he  says  he  has 
sold  100. 

Other  hacker  hoods  Forbes  spoke  to  in  Europe  say  they 


Hackers'  monthly 
meeting  at 
Citicorp  Center 
in  Manhattan 
"Come  by, 
drop  off  articles, 
ask  questions, 
find  the  under- 
cover agents." 
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Organized  crime  keeps  hacker  hoods  busy— and  flush 
Criminals  pay  them  to  snoop  in  credit  agency  computers 
and  to  come  up  with  telephone  access  codes  they  need  for 
running  their  illicit  businesses  with  no  fear  of  traces. 


Hackers 

steal  access  numbers  and 
resell  them  for  up  to  $500 
to  the  Turkish  mafia.  A  sol- 
id market.  Like  all  orga- 
nized crime  groups,  they 
need  a  constant  supply  of 
fresh,  untraceable  and  un- 
tappable  telephone  num- 
bers to  conduct  drug  and 
other  illicit  businesses. 

Some  crooked  hackers 
will  do  a  lot  worse  for  hire. 
For  example,  one  is  report- 
ed to  have  stolen  an  East 
German  Stasi  secret  bomb 
recipe  in  1989  and  sold  it  to 
the  Turkish  mafia.  Another 
boasted  to  Forbes  that  he 
broke  into  a  London  police 
computer  and,  for  $50,000 
in  deutsche  marks,  deliv- 
ered its  access  codes  to  a 
young  English  criminal. 

According  to  one  knowl- 
edgeable source,  another 
hacker  brags  that  he  recent- 
ly found  a  way  to  get  into 
Citibank's  computers.  For 
three  months  he  says  he 
quietly  skimmed  off  a  pen- 
ny or  so  from  each  account.  B^^B 
Once  he  had  $200,000,  he 

quit.  Citibank  says  it  has  no  evidence  of  this  incident  and 
we  cannot  confirm  the  hacker's  story.  But,  says  computer 
crime  expert  Donn  Parker  of  consultants  SRI  International: 
"Such  a  'salami  attack'  is  definitely  possible,  especially  for 
an  insider." 

The  tales  get  wilder.  According  to  another  hacker  hood 
who  insists  on  anonymity,  during  the  Gulf  war  an  oil 
company  hired  one  of  his  friends  to  invade  a  Pentagon 
computer  and  retrieve  information  from  a  spy  satellite. 
How  much  was  he  paid?  "Millions,"  he  says. 

Is  the  story  true?  The  scary  thing  is,  it  might  well  be. 

No  one  knows  for  sure  just  how  much  computer  crime 
costs  individuals,  corporations  and  the  government.  When 
burned,  most  victims,  especially  businesses,  stay  mum  for 
fear  of  looking  stupid  or  inviting  copycats.  According  to 
Law  and  Order  magazine,  only  an  estimated  11%  of  all 
computer  crimes  are  reported. 

Still,  the  FBI  estimates  annual  losses  from  computer- 
related  crime  range  from  $500  million  to  $5  billion. 

The  FBI  is  getting  more  and  more  evidence  that  the 
computer  crime  wave  is  building  every  day.  Computer 
network  intrusions — one  way  of  measuring  attempted 
criminal  cracking  of  computer  systems — have  risen  rapid- 
ly. According  to  USA  Research,  which  specializes  in  analyz- 
ing technology  companies,  hacker  attacks  on  U.S.  work- 
place computers  increased  from  339,000  in  1989  to 
684,000  in  1991.  It's  estimated  that  by  1993,  60%  of  the 
personal  computers  in  the  U.S.  will  be  networked,  and 
therefore  vulnerable  to  intrusion. 
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While  companies  di 
talking  about  being  rip 
off"  by  hackers,  de 
sometimes  leak  out 
1988,  for  instance,  s( 
men  were  indicted  in 
federal  court  in  Chicag( 
using  phony  compi  m 
generated  transaction; 
steal  $70  million  from 
accounts  of  Merrill  Ly 
United  Airlines 
Brown-Forman  at  First 
tional  Bank  of  Chic 
Two  pled  guilty;  the 
five  were  tried  and  con 
ed  on  all  counts. 

According   to   gene 
reliable  press  reports, 
are  some  other  ways  c^:- 
puter   criminals   ply 
trade: 

■  In  1987  Volkswagen!^ 
it  had  been  hit  with  c    ,  r 
puter- based       foreigi 
change    fraud    that 
cost  nearly  $260  millk 

■  A  scheme  to  electror 
ly  transfer  $54  millic  m^ 
Swiss  francs  out  of  the 
don  branch  of  the  U 
Bank  of  Switzerland 
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out  authorization  was  reported  in  1988.  It  was  foiled 
a  chance  system  failure  prompted  a  manual  che 
payment  instructions. 

■  Also  in  1988,  over  a  three-day  period,  nearly  $35 
was  stolen  from  customer  accounts  at  Security  P 
National  Bank,  possibly  by  automated  teller  ma 
thieves  armed  with  a  pass  key  card. 

■  In  1989  IRS  agents  arrested  a  Boston  bookkeep 
electronically  filing  $325,000  worth  of  phony  d 
tax  refunds. 

■  In  1990  it  was  reported  that  a  Malaysian  bank  exe 
cracked  his  employer's  security  system  and  alle 
looted  customer  accounts  of  $1.5  million. 

■  Last  year  members  of  a  ring  of  travel  agents  in  Cali 
got  two  to  four  years  in  prison  for  using  a  com 
reservation  terminal  to  cheat  American  Airlines  of 
million  worth  of  frequent  flier  tickets. 

U.S.  prosecutors  say  that  members  of  a  New 
hacker  group  called  mod,  sometimes  known  as  Mas 
Deception,  took  money  for  showing  2 1  -year-old  M 
Rosenfeld  how  to  get  into  the  computers  of  TRW  Inh 
tion  Services  and  Trans  Union  Corp.  Caught  wit! 
credit  reports,  Rosenfeld  admitted  selling  them  to  p, 
investigators  and  others.  In  October  he  was  sentenc 
eight  months  in  prison. 

The  newest  form  of  cybercrime  is  extortion  by  QQ 
er — give  me  money  or  I'll  crash  your  system.  "The 
doubt  in  my  mind  that  things  like  that  arc  happei 
says  Chuck  Owens,  chief  of  the  FBI's  economic  crim< 
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Owens  won't  talk  about  ongoing  cases. 
[any  hackers  are  young,  white,  male  computer  jocks, 
include  genuinely  curious  kids  who  resent  being 
ied  access  to  the  knowledge -rich  computer  networks 
ring  the  globe,  just  because  they  can't  afford  the 
jhone  access  charges.  (To  satisfy  their  needs  in  a 
imate  way,  two  smart  New  York  young  hackers,  Bruce 
:her  and  Patrick  Kroupa,  this  year  started  a  widely 
ied  new  bulletin  board  called  MindVox — modem: 
988-5030.  It's  cheap  and  allows  computer  users  to 
,  as  well  as  gain  access  to  several  international  comput- 
;tworks,  among  other  things.) 
len  there  are  the  stunt  hackers.  Basically  these  are 
1-time  hoods  who  crash  and  occasionally  trash  sup- 
Idly  secure  computer  networks  for  the  sheer  fun  of  it. 
swap  and  sell  stolen  software  over  pirate  bulletin 
s.  One  of  these  hackers  sent  Forbes  an  unsolicited 
of  MS-DOS  6.0 — Microsoft  Corp.'s  new  operating 
which  isn't  even  scheduled  to  be  on  the  market 
next  year.  It  worked  fine.  (We  first  had  it  tested  for 
s  with  Cyberlock  Data  Intelligence,  Inc.  in  Philadel- 
an  electronic  data  security  firm  with  a  sophisticated 
ardware-based  system  that's  used  to  detect  viruses.) 
e  more  malicious  stunt  hackers  like  to  invade  compa- 
re mail  systems  and 
round  with  so-called 
horses,  which  can 
[passwords  and  cause 
mischief,  as  well  as 
[•s  and  other  comput- 
lerated  smoke 

>s,  just  to  raise  hell. 
ks    kind    of   hacking 
Id  can  wreak  tremen- 
damage.  Remember 
Tappan  Morris.  In 
Morris,  then  a  22- 
l>ld  Cornell  University 
|  student,  designed  a 
computer  program 
|:ould  travel  all  over 
iter  networks  and  re- 
:e  itself  indefinitely, 
says  he  meant  no 
But   in   November 
I  Morris  released  the 
{on  the  giant  Internet 
iter     network,     and 
!:d      an      estimated 
[computers  tied  into 
*t,  including  those  of 
universities,    NASA 
Air  Force,  before  it 
stopped.      Damages 
stimated  as  high  as 
Uion. 

event  was   some- 

j»f  a  watershed  for  the 

■  orcement  people.  In 

lorris  was  one  of  the 

:kers  to  be  convicted 


Authorities  no  longer  treat  stunt  hackers  with  kid  gloves, 
often  to  their  parents'  surprise  and  horror 
"For  the  most  part,  law  enforcement  is  just  reacting 
to  complaints  from  victims." 


of  violating  the  Computer  Fraud  and  Abuse  Act  of  1986. 
He  could  have  been  sentenced  to  five  years  in  prison  and  a 
$250,000  fine.  Instead,  Morris  got  just  three  years' 
probation,  a  $10,000  fine,  400  hours  of  community 
service  and  had  to  pay  his  probation  costs.  Today  he'd 
probably  be  thrown  in  the  slammer. 

After  the  curious  kids  and  the  stunt  hackers,  a  third 
element  in  the  hacker  underworld  is  made  up  of  members 
of  organized  crime,  hard-core  cybercrooks,  extortionists, 
shady  private  investigators,  credit  card  cheats,  disgruntled 
ex-employees  of  banks,  telephone  and  other  companies, 
and  various  computer- savvy  miscreants.  These  are  com- 
puter thugs  who  hack  for  serious  dollars,  or  who  buy  other 
crooked  hackers'  services  and  wares. 

One  of  the  peculiarities  of  hackers  is  that  many  cannot 
keep  their  mouths  shut  about  their  illegal  exploits.  They 
boast  on  their  underground  bulletin  boards  and  in  their 
publications  about  all  the  nasty  things  they  can,  and 
occasionally  do,  pull  off.  They  brag  to  the  press  and  even  to 
the  authorities.  Witness  Germany's  Kimble  and  the  many 
other  hacker  hoods  who  talked  to  Forbes  for  this  article. 
Over  their  own  underground  bulletin  boards,  hackers 
have  brazenly  broadcast  all  kinds  of  gossip,  software  and 
trophy  files  brought  back  like  scalps  from  intrusions  into 

other  people's  computers. 
The  most  infamous  exam- 
ple is  the  911  file  purloined 
from  BellSouth,  which 
prosecutors  said  had  key  in- 
formation about  the  vital 
911  emergency  telephone 
network.  The  file  turned 
out  to  be  far  less  valuable 
than  alleged.  Nonetheless, 
its  theft  and,  later,  its  mere 
possession  got  a  whole  raft 
of  hackers — including  a 
group  called  the  Legion  of 
Doom — in  big  trouble. 
Over  the  past  three  years, 
several  of  them  have  been 
busted  and  their  computer 
equipment  seized.  A  few 
drew  stiff  jail  terms. 

The  hackers  even  have 
their  own  above-ground 
magazines.  One,  2600,  the 
Hacker  Quarterly,  is  sold 
on  newsstands.  In  the  cur- 
rent issue,  there  is  an  article 
on  how  to  crack  cocots, 
customer-owned,  coin-op- 
erated telephones,  and  get 
free  long  distance  service. 
While  the  publisher  of  2600 
advises  readers  not  to  try 
such  schemes,  the  easy-to- 
follow  instructions  are  right 
there,  in  black  and  white. 

The  publisher  of  2600, 
Eric  Corley  (alias  Emman- 
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ucl  Goldstein),  claims  that 
he  is  protected  by  the  First 
Amendment.  But  readers 
who  follow  some  of  the  in- 
structions printed  in  2600 
magazine  may  find  them- 
selves in  deep  trouble  with 
law  enforcement.  Notes  se- 
nior investigator  Donald 
Dclaney,  a  well-known 
hacker  tracker  with  the 
New  York  State  Police: 
"He  [Corley]  hands  copies 
out  free  of  charge  to  kids. 
Then  they  get  arrested." 

An  even  bolder  maga- 
zine, Hack-Tic,  is  pub- 
lished by  Rop  Gonggrijp  in 
Amsterdam,  a  hacking  hot- 
bed thanks  in  part  to  liberal 
Dutch  laws.  Hack-Tic  is 
something  like  2600,  but 
with  even  more  do-it-your- 
self hacking  information. 

The  hacker  hoods  stage 
their  own  well-publicized 
meetings  and  conventions, 
which  are  closely  watched 
by  the  authorities.  On  the 
first  Friday  of  every  month, 
for  example,  at  six  cities  in 
the  U.S.,  2600  magazine  ^^^M 
convenes   meetings  where 

hackers  can,  in  the  words  of  the  magazine  itself,  "Come 
by,  drop  off  articles,  ask  questions,  find  the  undercover 
agents." 

Forbes  dropped  by  2c50t?s  Nov.  6  meeting  in  New 
York.  It  was  held  in  the  lobby  of  the  Citicorp  Center  on 
Lexington  Avenue,  a  sort  of  mini  urban  mall,  with  lots  of 
pay  phones — phones  are  to  hackers  what  blood  vessels  are 
to  Dracula. 

On  this  particular  Friday  the  two  or  three  dozen 
attendees  consist  mainly  of  teenage  boys  and  young  men 
wearing  jeans  and  T  shirts  and  zip-up  jackets.  Most  are 
white,  though  there  are  some  blacks  and  Asians.  Most  of 
these  young  people  pretty  much  resemble  the  kids  next 
door — or  the  kids  under  your  own  roof.  A  few  look  furtive, 
almost  desperate. 

Moving  easily  among  the  kids  are  a  few  veteran  hack- 
ers— and,  watching  them,  some  well-known  hacker  track- 
ers, sometimes  even  New  York  State  Police's  Don  De- 
laney.  He  might  lurk  on  one  of  the  upper  levels  of  the 
Citicorp  Center  or  stroll  past  the  pay  phones  looking  for  a 
suspect  wanted  in  New  York.  Don't  the  suspects  stay  away? 
Not  necessarily.  At  one  meeting  Delaney  walked  right  past 
three  young  men  he  had  arrested,  and  not  one  of  them 
even  noticed  him.  "They're  in  their  own  world,"  he 
explains. 

On  the  edge  of  the  crowd  stands  a  slight,  intense  young 
man  wearing  an  earring  and  a  neatly  folded  blue  bandana 
around  his  head.  Twenty-year-old  Phiber  Optik,  as  he  calls 


A  tempting  target  for  hacker  hoods:  automated  teller  machines 
Secret  Service  agents  thwarted  one  crooked  programmer's 
scheme  that  could  have  netted  as  much  as  $100  million  from 
ATMs.  Five  people  were  nabbed  after  stealing  only  $5,000. 


himself,  is  currently  ui 

federal  indictment  in  I 

York,  charged  with  sui 

computer  crimes.  Acc« 

ing  to  federal  autr 

ties,    he    and    o 

members     of 

hacker  group  c< 

mod  sold  acces 

credit  reporting 

vices  and  destre 

via  computer  a 

vision  station's 

cational         ser 

among 

things.  Phiber 
L  tik  claims  that 

innocent. 
As       the 
grows,  2600  publ 
Corley  makes  a  dra 
entrance.  He  looks  as  if 
in  his  mid- 30s  and 
1960s-style  long  black  I 
A      baby-faced      assij 
stands  at  his  side,  sellij 
shirts   and   back  issue 
2600  magazine. 

Now  and  then  QX 
darts  to  the  pay  phonj 
take  phone  calls  from  i 
hacker  meetings  an 
the  world.  After  taking 
call  he  turns  around  with  a  worried  look.  He  has  just  )| 
that  the  2600  meeting  at  a  mall  in  Arlington,  Va[ 
busted  by  mall  security  and  the  Secret  Service.  Authc 
there  demanded  the  names  of  the  two  dozen  ti 
attendees,  confiscated  their  bags  containing  printout] 
computer  books,  and  booted  them  out  of  the  mall. 

The  group  in  Arlington  was  lucky  compared  with  | 
happened  to  some  hackers  attending  "PumpCor 
hacker  convention  held  at  the  Courtyard  by  Manic 
Greenburgh,  N.Y.,  over  the  recent  Halloween  wcelj 
Responding  to  a  noise  complaint,  the  police  arrived., 
got  a  search  warrant  and  raided  the  hackers'  rooms] 
cops  confiscated  computer  equipment  and  arrestee 
conventioneers  for  computer  crimes.  Three  were  hij 
lieu  of  $1,000  bail.  No  bail  was  set  for  the  fourth, 
year-old  wanted  for  computer  fraud  and  probation 
tion  in  Arizona. 

Around  the  country,  computer  users  of  even'  stri|j 
growing  concerned  that  law  enforcement  officii 
their  zeal  to  nail  bigtimc  cybercrooks  and  col 
terrorists,  may  be  abusing  the  rights  of  other  col 
users.  In  some  cases,  users  have  been  raided,  had 
equipment  confiscated,  yet  years  later  still  have  n<  i 
charged  with  any  wrongdoing — nor  had  then  i 
ment  returned. 

In  1990  Lotus  Development  founder  Mitchell 
and  Grateful  Dead  lyricist  John  Perry  Barlow,  wil 
from  Apple  Computer  cofounder  Stephen  Woznii 
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Gilmore,  formerly  of  Sun  Microsystems,  started  a 
uprofit  group  called  the  Electronic  Frontier  Founda- 
i(EFF).  Its  aim  is  to  defend  the  constitutional  rights  of 
Lomputer  users. 

kut  if  you  know  someone  who  likes  to  hack  around,  pass 
kg  this  advice  to  her  or  him:  While  it  is  a  common  myth 
Lng  hackers  that  the  authorities  will  let  them  go  if  they 


reveal  how  they  accomplished  their  mischief,  the  days  of 
such  benign  treatment  have  disappeared  as  the  computer 
crime  wave  has  built. 

"If  it's  a  crime,  it's  a  crime,"  warns  the  New  York  State 
Police's  Don  Delaney.  "The  laws  are  there  for  a  good 
reason.  For  the  most  part,  law  enforcement  is  just  reacting 
to  complaints  from  victims."  H 
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e  cellular 


LULAR  PHONES  pro- 

cybercrooks  with 
en  opportunities  for 
»hone  toll  fraud,  as 
y  shocked  cellular 
>mers  are  discovering, 
example,  one  U  S 
Cellular  customer  in 
querque  recently  re- 
el a  hefty  phone  bill. 
I:  $20,000. 
istomers  are  not  held 
►nsible  when  their 
e  numbers  are 
d  off  and  misused.  But 
nay  be  forced  to 
your  cellular  phone 
t>er  changed.  The 
ar  carriers  are  the 
•sers — to  the  tune  of 
imated  $300  mil- 
er  year  in  unautho- 
calls. 

w  do  the  crooks  get 
imbers?  There  are 
mmon  methods: 
g  and  tumbling, 
h  cellular  phone 
o  numbers — a  mo- 
entiflcation  num  • 
in)  and  an  electronic 
umber  (esn).  Ev- 
e  you  make  a  call,  the 

smits  both  num- 
)  the  local  switching 
br  verification  and 


Mil 


lg  involves  alter- 
microchip  in  anoth- 
:  lar  phone  so  that 
he  min  and  esn  num- 
\  itch  those  stolen 
bona  fide  customer. 
;  ering  can  be  done 
|personal  computer. 


The  min  and  esn  num- 
bers are  either  purchased 
from  insiders  or  plucked 
from  the  airwaves  with  a  le- 
gal device,  about  the  size 
of  a  textbook,  that  can  be 
plugged  into  a  vehicle's 
cigarette  lighter  receptacle. 

Cellular  companies  are 
starting  to  watch  for  suspi- 
cious calling  patterns. 
But  the  cloning  may  not  be 
detected  until  the  cus- 
tomer gets  his  bill. 

The  second  method — 
tumbling — also  involves 
using  a  personal  comput- 


er to  alter  a  microchip  in  a 
cellular  phone  so  that  its 
numbers  change  after  every 
phone  call.  Tumbling 
doesn't  require  any  signal 
plucking.  It  takes  advan- 
tage of  the  fact  that  cellular 
companies  allow  "roam- 
ing"— letting  you  make 
calls  away  from  your 
home  area. 

When  you  use  a  cellular 
phone  far  from  your  home 
base,  it  may  take  too  long 
for  the  local  switching  of- 
fice to  verify  your  min  and 
esn  numbers.  So  the  first 


An  innocent-looking  van  can  be  a  mobile  "chip-up"  factory 
First,  pluck  signals  from  the  air  with  a  device. 
Next,  use  a  laptop  to  reprogram  the  chip  in  another  cellular 
phone.  Voila— a  working  clone,  often  sold  to  drug  dealers. 


call  usually  goes  through 
while  the  verification  goes 
on.  If  the  numbers  are  in- 
valid, no  more  calls  will  be 
permitted  by  that  office 
on  that  phone. 

In  1987  a  California 
hacker  figured  out  how  to 
use  his  personal  comput- 
er to  reprogram  the  chip  in 
a  cellular  phone.  Authori- 
ties say  one  of  his  pals  start- 
ed selling  altered  chips 
and  chipped-up  phones. 
Other  hackers  figured 
out  how  to  make  the  chips 
generate  new,  fake  esn 
numbers  every  time  the  cel- 
lular phone  was  used, 
thereby  short-circuiting 
the  verification  process. 
By  1991  chipped-up,  tum- 
bling esn  phones  were  in 
use  all  over  the  U.S. 

The  cellular  carriers 
hope  to  scotch  the  problem 
of  tumbling  with  instant 
verification.  But  that  won't 
stop  the  clones. 

How  do  crooks  cash 
in?  Drug  dealers  buy  (for  up 
to  $3,200)  or  lease 
(about  $750  per  day;  cellu- 
lar phones  with  altered 
chips.  So  do  the  "call-sell" 
crooks,  who  retail  long 
distance  calls  to  immigrants 
often  for  less  than  phone 
companies  charge.  That's 
why  a  victim  will  get  bills 
for  calls  all  over  the  world, 
but  especially  to  Colom- 
bia, Bolivia  and  other  drug- 
exporting  countries. 
-W.G.F.  and  B.McM.  H 
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MONEY  &  INUESTMENTS 


In  a  world  of  protectionist  trade  blocs 

and  a  strong  dollar,  Mexico  looks  like  a  great 

opportunity  for  U.S.  investors. 

Do  not  beggar 
thy  neighbor 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight, 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


Have  trade  wars  been  averted?  It's 
too  soon  to  say.  The  good  news:  Late 
last  month  the  Bush  Administration 
reached  a  compromise  with  the  Euro- 
pean Community  on  oilseed  subsi- 
dies, and  the  threatened  200%  U.S. 
tariffs  on  European  white  wine,  ca- 
nola  oil  and  wheat  gluten  were  with- 
drawn. But  don't  assume  from  this 
that  the  gatt  trade  talks,  now  six  years 
old,  can  be  speedily  concluded. 

The  French  government,  buried 
under  the  dumped  produce  of  ob- 
streperous farmers,  has  not  accepted 
the  latest  compromise.  Note,  too, 
that  the  U.S.  Commerce  Department 
has  just  slapped  15%  to  20%  anti- 
dumping tariffs  on  steel  imported 
from  a  dozen  European,  Asian  and 
Latin  American  countries.  These  new 
tariffs  could  easily  incite  retaliation. 

Protectionism  has  been  mush- 
rooming for  years.  The  GATT  talks 
faltered  in  1990  after  four  years  of 
hard  bargaining  at  the  height  of  the 
globe's  longest  recorded  boom,  when 
politicians  had  fewer  domestic  prob- 
lems and  could  focus  on  international 
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issues.  If  trade  problems  can't  be  re- 
solved during  good  times,  then  pro- 
tectionism is  indeed  strong. 

Another  worry:  gatt's  multina- 
tional negotiation  style  is  obsolete  in 
today's  world  of  three  strong,  inward- 
looking  and  ultimately  protectionist 
trade  blocs — Europe,  Southeast  Asia 
and  North  America.  The  EC — strug- 
gling to  integrate,  rebuild  east  Ger- 
many and  ultimately  absorb  eastern 
Europe — is  clearly  becoming  less 
global  in  attitude  and  more  protec- 
tionist as  its  vast  internal  market 
opens.  Wary  of  being  overrun  by  Japa- 
nese and  American  exporters,  the  EC's 
unwritten  rule  is,  if  you  want  to  sell 
here,  you  had  better  produce  here. 

Japan,  facing  growing  protection- 
ism in  Europe  and  North  America,  is 
now  shifting  toward  Asia  and  orches- 
trating that  region's  development. 

North  America  is  also  becoming 
more  protectionist,  and  the  North 
American  Free  Trade  Agreement 
adds  fat  to  the  fire.  By  eliminating 
tariffs  among  Canada,  the  U.S.  and 
Mexico,  NAFTA  would  create  a  trade- 
discouraging  differential  with  the  rest 
of  the  world  just  as  surely  as  if  North 
American  tariffs  were  increased.  Fur- 
ther, as  Mexico  becomes  North 
America's  newly  industrialized  coun- 
try, this  continent  will  be  more  self- 
sufficient  and  inward-looking — only 
a  short  step  from  protectionist. 

As  usual,  politicians  are  too  weak  to 
resist.  With  recession  in  Europe  and 
Canada,  and  massive  restructuring 
problems  in  Japan,  leaders  there  are 
on  the  verge  of  being  sacked  in  favor 
of  more  nationalistic  replacements. 
President-elect  Clinton  owes  much  to 
organized  labor  and  other  protec- 
tionist-minded groups.  Even  though 
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trade  wars  today  would  use  sul 
export  subsidies  as  weapons,  theyl 
just  as  destructive  as  the  1930s  nil 
tariff  battles. 

In  a  protectionistic  world,  m 
should  you  invest?  By  and  large,  I 
get  multinationals.  Even  if  they  hi 
self-contained  operations  in  Eurl 
and  Asia,  their  earnings  in  del 
terms  will  still  suffer  as  the  buck  rii 

Of  the  three  trade  blocs,  N<j 
America,  despite  its  excessive  cm 
problems,  is  the  best  of  the  bad  I 
and  the  greenback  is  the  world's  | 
haven.    Furthermore,   as   the 
blocs  become  more  self-sufficient 
ter-bloc  trade  will  atrophy.  Also,  t 
surpluses  in  the  Southeast  Asian 
European   blocs  will   fall,   and 
North  American  deficit  will  dec 
As  a  result,  big  financial  flows  am) 
the  blocs  will  dry  up,  debilitatin 
powerful  antiprotectionist  force.  I 

Instead   of  looking   overseas! 
great  investment  opportunities, 
to  this  continent,  especially  Me 
Despite  Clinton's  protectionist 
dencies,  NAFTA  will  be  approve 
something  close  to  its  current  ft 
On  both  sides  of  the  border, 
incentives  to  ink  the  deal  are  po 
ful.  Mexico  realizes  that  it  need:§ 
U.S.  and  Canada  to  avoid  becor 
just  one  more  neglected  Third  Wj 
country  in  the  post  Cold  War  era 
Americans  want  a  healthy  ecoi 
south   of  the   border   that  ex 
goods,  not  Mexicans.  Otherwisi 
may  face  a  wild-eyed  socialist  go1 
ment   in   Mexico,   an   even  b 
northbound  marijuana  crop  an 
press  of  even  more  illegal  immi; 

In  the  portfolios  we  managi 
own  Telefonos  de  Mexico  (54) 
telecommunications  giant,  as  a 
participating  in  Mexico's  tele 
munications  explosion  and  o 
growth  in  that  country.  We  all 
Mexico  Fund  Inc.  (24)  as  a  vehic 
economy- wide  exposure. 

Mexico,    like    any    other   i 
growing  country,  will  suffer 
and  wrenching  balance-of-pa; 
crises.  The  next  president,  to  be 
ed  in  1994,  may  or  may  not 
intelligent  and  as  keen  on  free 
and  economic  growth  as  Pre 
Salinas  (see Forbes,  Ahjj.  17). 
world  of  trade  blocs  and  a 
dollar,  Mexico  looks  like  a  grc 
port  unity  for  U.S.  investors 
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Bracelets,  cases,  and  casebacks  finished  in  22  karat  gold 
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ixty  years  ago  last 
September  23,  the  Kingdom  of  Saudi 
Arabia  was  formed  after  the  late  King 
Abdul  Aziz  Ibn  Saud  united  the  war- 
ring tribes  of  Arabia  and  founded  a 
new  nation.  From  a  scattered  desert 
Kingdom  it  was  to  become  one  of  the 
most  economically  powerful  states  in 
the  Middle  East  —  so  strong  that  it 
was  able  to  carry  its  $50  billion  share 
of  the  war  to  liberate  Kuwait  from  Iraq 
during  the  1990-91  crisis  with  barely 
a  murmur.  It  simply  pumped  up  a  few 
more  million  barrels  of  oil  a  day. 

Today  Saudi  Arabia  is  producing 
around  8.5  million  barrels  a  day  —  a 
figure  that  is  forecast  to  rise  to  10  mil- 


lion bbl.  by  1994.  Oil  already  earns  the 
Kingdom  a  hefty  $43  billion  a  year. 

The  last  two  years  have  been  some 
of  the  most  momentous  in  the  King- 
dom's history  as  the  present  monarch, 
King  Fahd  Ibn  Abdul  Aziz,  Custodian 
of  the  two  Holy  Shrines  of  Makkah 
and  Medinah,  treads  a  careful  path  to- 
ward a  more  democratic  government 
and  greater  pluralism  for  his  8-10  mil- 
lion people  (a  census  is  being  con- 
ducted now).  After  the  war  to  free 
Kuwait  was  over  last  year,  he  fulfilled 
a  promise  made  more  than  20  years 
before  that  some  form  of  national 
council  would  be  established  to  repre- 
sent the  views  of  the  people. 

Ten  years  later,  a  building  to 
house  a  Consultative  Assembly  (majlis 
al-shura)  was  built  in  Riyadh,  but 


remained  empty  until  this  fall.  Dui 
September,  the  King  named  Justice 
Minister  Mohammad  Ibn  Jubair  i 
speaker  of  the  new  60-member  ass 
bly.  Earlier  in  the  year  he  had  also! 
announced  other  changes  in  region 
government  and  in  the  succession  j 
the  monarchy. 

As  the  Kingdom  earns  more  n| 
enue  from  its  oil  sales,  it  is  also  era 
ing  a  more  vibrant  and  diversified  | 
industrialized  economy.  During  tr 
next  five  years,  more  than  $40  billl 
will  be  invested  in  exploiting  oil  a] 
gas  and  in  petrochemicals,  manuf| 
turing  and  agri-business. 

The  massive  conglomerate,  S; 
Basic  Industries  Corporation  (Sabij 
created  15  years  ago,  has  investim; 
in  17  major  petrochemical,  steel ; 


Every  company  in  Saudi  Arabia  wants  to  become 

a  household  name. 

Thanks  to  us,  Matsushita  became  three  of  them. 


National  /Panasonic  /Technics 

When  we  first  went  into  partnership  with  Matsushita  in  1957,  few  people  would  have 
predicted  our  enormous  success. 

Yet  35  years  later,  we've  become  Matsushita's  biggest  agent  worldwide  and  the  largest 
distributor  of  consumer  and  professional  electronics  in  the  Kingdom  of  Saudi  Arabia. 

In  that  time,  we've  turned  National,  Panasonic  and  Technics  into  three  of  the  country's 
most  popular  brands. 

Naturally  we're  very  proud  of  this  achievement. 

After  all,  creating  one  household  name  is  hard  enough.    Creating  three  is  somewhat  out 
of  the  ordinary. 

To  find  out  what  Al  Dahlawi  could  do  for  your  company  in  Saudi  Arabia,  call  us  today. 


0  AL  DAHLAWI 


Matsushita  Electric 


Head  Office:  P.O.Box  1522,  Jeddah  21441,  Saudi  Arabia.    Tel:  (+966)  2  647  0000    Fax:  (+966)  2  647  4549/647  I 
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inum  plants.  Most  of  them  are 
great  industrial  cities  of  Jubail 
anbu.  Sabic  now  produces 
than  6%  of  the  world's  petro- 
sals. Saudi  Aramco,  the  state 
oup  whose  marketing  and 
ry  operator,  Samarec,  is 
ding  its  export  refineries,  is 
g  for  new  investments  and 
/entures  in  the  U.S.  and  the 
nst. 
he  government  is  also  trying  to 
rage  the  private  sector  to  play 
ter  role  in  industrial  develop- 
This  year  has  seen  the  forma- 
f  a  number  of  investment 
s  planning  new  ventures  from 
;ering  plants  to  auto  assembly 
es  and  aluminum  smelters. 
ree  defense  offset  programs 
e  U.S.,  Britain  and  France  are 
ntroduce  new  manufacturing 
tech  industries  in  the  King- 
1  the  next  ten  years.  An  air- 
aintenance  facility  and  a  gold 
tion  and  refining  plant  are 
under  way.  Other  projects 
onsideration  include  plants 
ing  bioproteins,  pharmaceu- 
arble  laminates  and  acrylics, 
th  a  potential  increase  in  oil 
production,  Saudi  Arabia 
arked  on  a  major  expansion 
nker  and  specialized 
t-carrier  fleet.  If  chartered 
re  included  it  will  have 
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The  objective  is  to  carry 
its  crude  oil  in  its  own 
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Imporary  budget  deficit  of 
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ien  used  to  play  the  Riyadh 
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le  much  of  the  Western 
m  recession,  Saudi  Arabia  is 
sserting  itself  as  the  eco- 
merhouse  of  the  Middle 
lans  to  go  in  one  direction 
<-ard  with  gusto  into  the 
tury. 


MORE  THAN  JUST  A 
COMPANY  EMBLEM 


IT'S  THE  SYMBOL  FOR 

SUCCESS 

in  our  102  years  of  trading  experience  throughout  Saudi  Arabia  and  the  Gulf,  the  name  of 
Yusuf  Bin  Ahmed  Kanoo  has  gained  an  enviable  reputation  for  efficiency  and  reliability 
across  a  wide  spectrum  of  business  activities,  including 
SHIPPING...TRAVEL..MACHINERY...GENERAL  TRADING- 
OILFIELD  SUPPLIES  &  SERVICES... 
AIRCRAFT  HANDLING...PROPERTY...CARGO  SERVICES...JOINT  VENTURES... 
AGRICULTURE...CHEMICALS...INSURANCE...and  CONSUMER  PRODUCTS. 
The  Kanoo  symbol  denotes  the  quality  products  and  services 
our  clients  have  come  to  expect. 
TALK  TO  KANOO... 
THE  MIDDLE  EAST  AWAITS  YOU 

Yusuf  Bin  Ahmed  Kanoo 


HEAD  OFFICES 


SAUDI  ARABIA 

Yusuf  Bin  Ahmed  Kanoo 
PO.Box  37. 

Dammam  31411  ,K.S.A. 
Tel.  (03)  834  8BB0 
Fax.  (03)  834  5369 


BAHRAIN 

Yusuf  Bin  Ahmed  Kanoo 

PO.Box  45 

BAHRAIN 

Tel.  254  081 

Fax.  246  093 


U.A.E 

The  Kanoo  Group 
PO.Box  290 

DUBAI 
Tel.  521  525 
Fax.  524  532 


OMAN 

Yusuf  Bin  Ahmed  Kanoo 

&  Co  (Oman) 

PO.Box  7310,  Mut rah 

OMAN 

Tel.  712  253 

Fax.  712  065 


ASSOCIATED  COMPANIES  THROUGHOUT  THE  WORLD 


WAREEQ 


WAREEQ 

PAPER  COMPANY 

The  Leading  Paper  Merchants 
&  Marketeers  in  the  Middle  East. 


P.O.  Box  16286  Jeddah  21464  Saudi  Arabia 
Tel:  6600892  -  Fax:  6690568  -  Tlx:  600554  WAREEQ  SJ  -  Cable:  WAREEQ,  Jeddah 


Thinking  about  buying  a  business?  Take  a  tip  from 
Sidney  Kimmel.  Learn  how  to  read  a  balance  sheet. 

Close  call 


By  Zina  Moukheiber 

Five  years  ago  Sidney  Kimmel  was 
59,  hollow-eyed  and  desperate.  Din- 
ing with  a  friend  in  New  York  City,  he 
confided  that  his  bankers  were  about 
to  seize  his  floundering  women's 
wear  company;  he  worried  that  the 
company  would  collapse  into 
bankruptcy. 

Today  people  from  Seventh  Ave- 
nue to  Wall  Street  are  calling  Kim- 
mePs  company  the  new  Liz 
Claiborne.  With  a  net 
worth  of  some  $600  mil- 
lion, Kimmel  can  afford  any 
lifestyle  he  wants.  His  pub- 
licly owned  Jones  Apparel 
Group  makes  women's 
clothing  that  looks  expen- 
sive but  is  modestly  priced. 
"We're  the  poor  girl's  Ar- 
mani," Kimmel  says.  Last 
year  Jones  Apparel  earned 
$34  million,  on  sales  of 
$334  million.  Recendy 
trading  at  387/s  a  share,  the 
company  has  a  stock  market 
value  of  nearly  $1  billion. 

The  son  of  a  Philadelphia 
cab  driver,  Kimmel 
dropped  out  of  college  and 
later  went  to  work  in  a  knit- 
ting mill  in  the  1950s. 
Smart,  energetic  and  ambi- 
tious, he  rose  through  the 
industry  and  eventually  be-  i^^H 
came  president  of  Villager, 
Inc.,  then  a  top  women's  sportswear 
maker.  In  1969  he  left  Villager  for 
W.R.  Grace  &  Co.  to  run  Grace's 
venture  in  women's  wear.  With  him 
went  his  girlfriend,  Rena  Rowan,  a 
knitwear  designer. 

At  Grace,  Kimmel  and  Rowan  hit 
on  the  idea  of  making  inexpensive 
designer  look-alikes  for  working 
women  under  the  Jones  New  York 
label.  But  Grace  was  beginning  to 
realize  it  had  no  business  dabbling  in 
the  fashion  trade.  It  wanted  out.  So  in 
1975  Kimmel  teamed  up  with  Gerard 


Rubin,  a  Grace  accountant,  to  buy  the 
fashion  business.  They  paid  a  small 
amount  of  cash  but  assumed  a  large 
amount  of  the  business'  liabilities. 

Kimmel  was  about  to  get  a  crash 
course  in  finance.  He  almost  flunked 
it.  A  relendess  salesman,  he  went  all 
out  for  expansion  and  bigger  market 
share.  His  accountants  told  him  to 
slow  down;  Kimmel  and  Rubin  didn't 


Sidney  Kimmel  and  Rena  Rowan  of  Jones  Apparel  Group 
From  near  bankruptcy  to  immense  wealth. 


have  that  much  capital.  Instead,  Kim- 
mel began  new  labels  and  licensed 
others.  "I  didn't  know  how  to  read  a 
balance  sheet,"  Kimmel  now  admits. 
Of  all  KimmePs  mistakes,  one 
stands  head  and  shoulders  above  the 
rest.  Kimmel  had  carelessly  signed  a 
deal  for  marketing  rights  to  Murjani's 
Gloria  Vanderbilt  jeans.  The  license 
gave  him  no  control  over  manufactur- 
ing costs,  pricing,  inventory  or  deliv- 
ery. Instead  of  producing  a  profit,  the 
label  eventually  cost  Jones  a  total  of 
$20  million. 


With  loss  of  the  company  he 
worked  to  build  staring  him  in 
face,  Kimmel  was  forced  by  his  bj 
ers  to  face  reality.  "We  had  no  d 
We  were  desperately  looking  tcJ 
out  fires,"  he  says.  He  worked  q 
painful  reorganization  plan  to  i 
labels  he  had  licensed,  lay  offemn 
ees  and  dump  many  of  the  compd 
17  divisions,  plus  a  warehouse. 

That  would  stop  the  hemorn 
ing.  But  to  grow,  Kimmel  realize] 
would  have  to  do  what  he  should 
been  doing  all  along:  focus  on 
handful  of  strong  labels — Jones 
York,  Rena  Rowan  for  Saville] 
Christian  Dior. 

The  banks  wanted  a  pound  of  & 
They  required  Kimmel  and  Rl 
each  to  personally  guarantee  $8| 
lion  of  loans  to  the  company. 

By  1988,  with  the  J 
trous  Murjani  deal  bcj 
it,  Jones  Apparel  was  i 
out  a  profit  again.  Bui 
bin  had  had  enough.  | 
down  by  anxiety,  he  sol 
interest  to  Kimmel  in  I 
Kimmel  began  to  I 
centrate  on  his  main  I 
Jones  New  York,  whici 
become  a  hit  in  depart! 
stores    with    clothes  I 
look  like  designer  ell 
but  sell  at  a  fraction  J 
price — $240  for  a  si 
opposed  to  a  similar 
ing  garment  from  Gi 
Armani      that     sells 
$1,500.     These     p< 
prices — plus   heavy 
rising  and  strong  inv 
controls — help  expl 
Jones  Apparel  Grou] 
profit  margin  is  10%, 
twice         the         in 
average. 
In  May  of  1991,  with  t he- 
gobbling  up  new  stock  issues, 
mel  took  Jones  Apparel  publi 
cashed  in  stock  for  $13  millioi 
million  went  to  the  company 
now  has  little  debt.  Today  K 
owns  45%  of  the  company;  his 
is  worth  more  than  $400  m 
paper.  But  with  the  stock 
better  than  30  times  earnifl 
nearly   3   times  sales,   Kimm 
taking  any  chances.  Two 
stock  offerings  have  put  mi  id 
$185  million,  cash,  in  his  pi 
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Forbes  ■  December. 


When  The  Frigidaire  Company,  Square  D, 
GKN  located  in  North  Carolina,  they 
d  not  only  skilled  employees,  but  people 
Hi  were  ready  to  work,  willing  to  follow  the 
,  and  able  to  do  a  top-notch  job. 
'We  stopped  counting  at  17,000  applica- 
"  said  Frigidaire  Human  Resources 
ger  Thomas  Bridges,  "and  we  only  adver- 
in  four  local  newspapers." 
t  Square  D,  Andy  Trott,  Plant  Manager, 
'We  empower  our  work  teams  with  self- 
ion  to  get  the  most  from  our  people,  who 
most  important  resource." 
d  Chet  Roslanowick,  Vice  President 
lerations  for  GKN,  said,  "The  quality  of 
joyees  in  our  North  Carolina  plants  is 


reflected  in  the  number  of  awards  we've 
received.  These  include  the  Toyota  Quality 
Performance  Award,  Hondas  Quality  Perform- 
ance Award,  Delivery  Performance  Award 
and  Most  Improved  Supplier  Award,  Ford  Ql 
Awards  and  the  Chrysler  Motors  Quality 
Excellence  Award." 

If  you're  looking  for  a  labor  supply  that's 
ready,  willing  and  able,  call  Richard  J.  Roberson, 
Director  of  Client  Services,  State  of  North  Caro- 
lina at  (919)733-4977,  Fax  (919)733-9265. 

5J  NORTH  CAROLINA 

f999wi  TheBetterBusinessClimatelh 

North  Carolina  Department  of  Economic  and  Community  Development,  Business/Industry 
Development  Division,  430  N.  Salisbury  Street,  Raleigh,  North  Carolina  27611. 
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Telephone  utilities  are  awfully  cheap  relative 
to  their  dividends,  but  for  an  awfully  good  reason, 

Reaching 
for  yield 


By  Richard  Phalon 

IT'S  DIFFERENCES  of  opinion  that 
make  horse  races  and  markets.  The 
case  of  the  regional  telephone  stocks 
pits  the  professional  money  managers 
against  the  odd-lotters. 

Safety-conscious  but  yield- hungry 
investors  have  kept  the  Bell  operating 
companies  bouncing  well  above  their 
52-week  lows  (see  table).  The  appeal: 
decent  earnings  and  fat  dividends. 

Many  professionals,  though,  have 
turned  bearish.  Merrill  Lynch  analysts 
Patrick  Jurczak  and  Richard  Toole, 
for  example,  recently  wrote  down  the 
intermediate  term  for  Bell  Atlantic 


and  Nynex  from  "above  average"  to 
"neutral."  Morgan  Stanley  telephone 
analyst  Daniel  Reingold  recommends 
that  the  Bells  be  underweighted. 

Can  it  be  that  this  time  it  is  the 
professionals  who  are  fighting  the 
tape?  The  Bells  did  take  a  hit  early  last 
month,  when  AT&T  announced  that  it 
had  agreed  to  put  up  S3. 7  billion  for  a 
one -third  interest  in  McCaw  Cellular. 
The  collaboration  seems  likely  to  put 
considerable  competitive  pressure  on 
the  cellular  efforts  of  most  of  the  Bells 
and  on  their  highly  profitable  local 
access  charges. 


The  selloff,  however,  proved  to  be 
only  a  blip;  as  a  group,  the  seven  Bell 
spinoffs  are  now  trading  within  a  per- 
centage point  of  where  they  were 
before  news  of  the  McCaw  deal. 

For  now,  earnings  are  still  gaining 
at  most  of  the  regional  Bells.  Pacific 
Telesis,  for  example,  netted  a  weak 
$2.58  a  share  last  year;  by  Wall 
Street's  own  estimates,  it  will  show  at 
least  $2.70  a  share  and  perhaps  as 
much  as  $3.10  a  share  for  this  year. 
BellSouth  could  inch  up  from  $3. 1 1  a 
share  last  year  to  $3.55  this  year. 

Can  these  gains  be  sustained? 
Southwestern  Bell  Chairman  Edward 
Whitacre  recendy  told  securities  ana- 
lysts that  his  company  can  produce 
earnings  growth  of  8%  to  1 0%  a  year 
"over  the  next  several  years."  Most  of 
the  growth,  though,  Whitacre  said, 
will  come  from  cellular  phones,  Yel- 
low Pages  and  a  10%  stake  in  Tele- 
fonos  de  Mexico.  Significantly, 
Whitacre  put  a  growth  rate  of  no 
more  than  3%  to  5%  a  year  on  South- 
western's  core  telephone  business. 

Morgan  Stanley's  Reingold  con- 
cedes that  Southwestern  Bell  and  Pa- 
cific Telesis  might  do  better  than 
most.  But  he  says  the  Bells  as  a  group  noons 
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There's  a  meeting  in  New  York  at  10  and  San  Diego  at  10:30,  plus  they  need  you  in  Atlanta  at  11,  L.A.  at  11:15  so  maybe  you'c 


Bell  ringers 

Company 

Recent 

52-week 

Yield 

P/E 

4-year 

price 

high 

low 

average  P/E* 

Ameritech 

68 

70% 

561/4 

5.2% 

15.0 

12.3 

Bell  Atlantic 

47% 

49% 

401/4 

5.4 

15.0 

13.1 

BellSouth 

491/4 

551/2 

43% 

5.6 

15.3 

14.3 

Nynex 

82 

86% 

69Ve 

5.7 

13.0 

12.2 

Pacific  Telesis 

423/4 

45 

36% 

5.1 

16.0 

13.7 

Southwestern  Bell 

69% 

WA 

56V4 

4.2 

17.0 

13.5 

U  S  West 

37 

40 

32% 

5.7 

12.0 

14.8 

*1988  through  1991.    Source 

Value  Line 

le  lure  of  big  dividends  seems  to  have  made  them  overpriced. 


pill  be  able  to  squeeze  no  more  than 

L%  to  3%  a  year  growth  out  of  the 

hhone  utility  core.  His  premise:  The 

reduced  head  counts  (Forbes,  Sept. 

\28)  and  other  cost- cutting  measures 

Iriving  the  earnings  increases  can  take 

Bells  only  so  far.  At  a  certain  point, 

Ihe  companies  have  to  share  produc- 

]ivity  gains  with  customers. 

Thus,  Reingold  thinks  the  Bells,  at 

mltiples  as  high  as  17  times  earnings, 

re  overpriced.  Investors  fixated  on 

le  old  Bell  stereotype  of  ever  more 

merous  payouts  are  now  going  to  be 


lucky  to  see  their  dividends  keep  up 
with  inflation. 

The  Bells  are  going  to  plow  billions 
back  into  new  plant  to  fight  competi- 
tion from  cellular  providers,  cable 
companies  and  bypass  outfits  like 
Metropolitan  Fiber  Systems,  which 
allow  large  business  customers  to 
end-run  those  access  charges.  The 
Bells  may  also  end  up  taking  billion- 
dollar  writeoffs  on  old  plant  that  has 
been  pushed  into  obsolescence  by  the 
new  technology.  Either  way,  cash 
oudays  or  a  paper  writedown,  there  is 


going  to  be  pressure  on  the  dividend. 

at&t,  in  its  entente  with  McCaw 
last  month,  underscored  the  ever- 
broadening  attack  on  the  Bells'  local 
monopoly.  One  element  in  AT&T's 
mix  of  strategies  is  to  bypass  local 
access  charges — in  effect,  gatekeep- 
ing fees — that  amount  to  as  much  as 
25%  of  the  little  Bells'  revenues. 

The  regional  Bells  have  been  fight- 
ing back,  for  example,  by  cutting 
private  line  rates  for  high-volume 
business  customers  as  much  as  50%. 
Further,  the  Bells  (after  McCaw  and 
GTE  Corp.)  are  among  the  nine  big- 
gest cellular  carriers  in  the  U.S.,  and 
might  show  their  own  teeth  by  ac- 
quiring smaller  independents  like 
Centennial  Cellular,  Cellular  Inc.  or 
Vanguard  Cellular.  PacTel  has  already 
formed  a  joint  venture  with  Cellular 
Communications,  which  owns  sys- 
tems throughout  Ohio. 

But  all  of  this  takes  big  money  in  a 
quickly  changing  environment  where 
profit  margins  are  going  to  be  under 
heavy  pressure.  This  year's  earnings 
spurt  could  be  the  Bells'  last  hurrah  in 
their  present  state  of  evolution.  So 
don't  count  on  any  more  fat  dividend 
increases.  Hi 


■call  1-800446-8820  and  find  out  about  Hitachi's  VideoConferencing  System  before  you're  pulled  in  yet  another  direction. 


Each  unit,  less  than  $15,000.  Indudes  VideoConferencing  System,  camera,  built-in 
international  standards,  fax/PC  interface.  Network  connections  and  other  extras,  are  extra. 

HITACHI 


Hitachi  America,  Ltd.Telecommunications  Division  ©  1992  Hitachi  America,  Ltd 
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Like  the  telephone  companies,  the  electric  utilities 
are  paying  very  attractive  dividends.  Remember: 
Higher  returns  usually  mean  higher  risks. 

Future  shock 


By  William  P.  Barrett 

Money  market  yields  have  begun  to 
rise  again.  But  at  a  recent  3.4%  for  six- 
month  Treasurys,  returns  on  risk-free 
paper  are  still  negative  after  taxes  and 
inflation  are  taken  into  account. 

To  earn  positive  returns,  investors 
have  been  buying  the  high-dividend- 
paying  telephone  company  stocks,  a 
strategy  that  may  turn  out  to  be  riskier 
than  most  people  think  (see  preceding 
story).  They  have  also  been  piling  into 
electrical  utilities'  shares.  Most  of  the 
electrics  are  yielding  more  than  5%. 
But  in  these  companies,  too,  unseen 
risks  lurk  beneath  the  surface.  There 
are  already  indications  that  electric 
utilities  will  find  it  hard  to  maintain, 
let  alone  increase,  their  dividends  in 
the  years  to  come. 

The  late  1980s  were  not  good  years 
for  most  electric  companies.  Con- 
struction overspending,  miserly  rate 
relief  from  politically  motivated  regu- 
lators, and,  in  some  cases,  nuclear 
debacles  severely  strained  the  utilities' 
finances.  Anyone  who  thinks  utility 
dividends  are  guaranteed  should  en- 
grave this  in  his  or  her  memory:  One- 
third  of  the  98  investor-owned  utili- 
ties followed  by  Value  Line  Invest- 


ment Survey  either  substantially  cut 
dividends  or  eliminated  them  alto- 
gether over  the  past  decade.  This 
unhappy  group  includes  Common- 
wealth Edison,  Entergy  Corp.,  Phila- 
delphia Electric  and  Niagara  Mohawk 
(see  story,  p.  277). 

What  about  the  well-regarded  elec- 
tric companies?  The  table  lists  five  of 
them:  teco  Energy  in  Tampa,  South- 
ern Indiana  Gas  &  Electric,  Duke 
Power  in  Charlotte,  N.C.,  Southern 
California's  SCEcorp,  and  Consolidat- 
ed Edison  of  New  York.  None  has  cut 
its  dividend  in  more  than  a  decade. 
The  stock  of  each  is  trading  near  its 
alltime  high. 

But  note  some  danger  signals.  For 
all  except  Duke  Power,  the  annual 
increase  in  dividends  during  the  past 
decade  has  been  much  higher  than 
the  increase  in  earnings.  Con  Edison's 
dividends  have  gone  up  almost  twice 
as  fast  as  its  earnings. 

TECO,  whose  4.6%  current  yield  is 
the  lowest  of  the  five,  has  had  to 
borrow  money  for  several  years  to 
finance  construction  and  to  pay  its 
dividends.  Since  1989  teco's  long- 
term  debt  ratio  has  risen  from  42%  to 


Electric  lights  dimming? 

Company 

Yield 

P/E 

Recent 

—Annual  % 

increase  ovei 

10  years- 

price 

revenues* 

EPS 

dividends* 

TECO  Energy 

4.6% 

16 

39y8 

1.5% 

6.0% 

7.5% 

Southern  Indiana  G&E 

4.7 

15 

33% 

3.5 

7.0 

8.5 

Duke  Power 

5.1 

17 

35% 

6.0 

5.0 

5.0 

Consolidated  Edison 

6.1 

13 

31% 

-     4.5 

6.0 

10.5 

SCEcorp 

6.5 

14 

433/s 

4.0 

5.0 

6.5 

Average 

5.4 

15 

36% 

3.9 

5.8 

7.6 

*Per  share.    Source:  Value  Line  Investment 

Survey. 

Will  electric  utilities  be  able  to  sustain  high  dividends 
as  debt  loads  rise  and  earnings  fall  behind? 


50%,  while  earnings  have  risen 
2.6%  a  year. 

Southern  Indiana  is  also  payin 
more  money  than  it  is  taking  in 
rate  payers.  Its  return  on  net  wor 
expected  to  slip  this  year  to  L 
from  14.3%  in  1988.  At  Duke  P( 
earnings  per  share  remain  mire 
1987's  level.  Return  on  net  wort! 
fallen  from  nearly  13%  in  1987  tc 
than  11%  this  year. 

California's  SCEcorp  yields  the 
of  the  group — 6.5%  currendy. 
even  without  the  burden  of 
debt,  SCEcorp's  cash  coming 
barely  balanced  its  cash  going 
Return  on  net  worth  has  dro|B 
from  14.3%  in  1988  to  about  15 
this  year.  Per-share  earnings  arcl 
likely  to  exceed  1988's  earnings! 

Con  Edison  has  for  years  I 
spending  more  cash  on  construj 
and  dividends  than  it  has  been  t. 
in  from  earnings  plus  depreck 
Result:  rising  debt  levels.  Retuil 
net  worth  has  dropped  from  12. 
1988  to  a  projected  10.5%  this | 
Earnings  have  stagnated. 

As  the  profitability  of  these  a 
nies  suggests,  the  states'  public 
commissions  continue  to  derH 
utilities  the  rate  increases  they  nt 
bolster  their  finances.  For  the  ut 
in  the  table,  revenues  per  sha 
creased  at  an  average  rate  of  less| 
4%  a  year  over  the  past  decade, 
the  rate  of  inflation. 

Given  all  this  stagnation  even  I 
best  companies,  how  have  the  u  j 
been  able  to  maintain  their  pa\| 
Electric  utilities  essentially  buf 
three  things:  fuel,  labor  and 
Fuel  prices  are  relatively  stablj 
low.  Labor  costs  are  rising  only| 
estly.  Interest  rates  are  also  nea 
bottom,  enabling  the  utilities 
nance  new  projects  more  cheap! 
to  refinance  old  debt  by  calif 
high-coupon  bonds. 

Looking  ahead,  however,  tl] 
propriate  question  to  ask  is:  VVI 
the  chances  that  all  those  facta 
continue  to  be  so  favorable! 
think  oil  prices,  interest  rates 
wages  are  as  low  as  they're  lit- 
get,  you'll  want  to  think  twic< 
buying  And  holding  these  sto< 

Yes,  the  electric  utilities1  yii 
high.  But  in  a  rational  markc 
companies  always  pay  more  l< 
capital. 
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Formula  for  Creating  a  New  Japan 

"We  believe  that  a 

truly  global  corporation  has  the  duty 

to  work  in  harmony  with  the  world, 

and  that  means  working 

in  the  spirit  of  kyosei. " 
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formula  for  Creating  a  Neat  Japan 


anon  Chairman 
Ryuzaburo  Kaku 
believes  Japan  has  to 
radically  transform 
herself  into  what  he 
calls  an  "ethical  nation."  In  the 
following  interview,  he  expounds  on 
the  reasons  why  Japan  should  seek  to 
establish  a  global  role  based  on  the 
principles  of  kyosei  -  the  same  prin- 
ciples that  serve  as  Canon's  corporate 
philosophy. 

Q:  First  of  all,  why  do  you  think  Japan 
needs  the  perestroika-//^  reform  that  you 
are  advocating?  Things  seem  to  be  going 
relatively  well  for  Japan  despite  the  recent 
recession. 

A:  Japan  needs  drastic  reform  because  she  is 
doomed  to  become  the  orphan  of  the  global 
community  unless  fundamental  changes  are 
implemented,  primarily  in  her  political  and 
economic  structures.  Japan  has  to  become  what 
I  call  an  "ethical  nation"  -  a  more  responsible 
member  of  the  international  community. 
Mounting  domestic  crises  and  international 
antagonism  are  crippling  Japan,  although  few 
Japanese  politicians  bother  to  do  anything 
about  it.  Japan  definitely  needs  a  new 
national  agenda  appropriate  for  her  and  for  the 
world  at  this  juncture  in  history.  Only  zpere- 
stroika-like  reform  can  bring  about  the  desired 
changes  in  her  political,  economic  and  social 
structures. 


Q:  What  new  national  agenda  are  you 
proposing? 

A:  Genuine  globalization  under  the  principle 
of  harmony  with  the  world  and  prosperity  for 
the  entire  world,  not  just  for  Japan.  Japan's 
present  policies  are  based  pn  a  Rational 
agenda  adopted  in  the  mid- 19th  century  when 
Japan  began  her  modernization  and  industri- 
alization drive  in  the  wake  of  the  Meiji 
Restoration  of  1868.  That  outdated  national 
agenda  has  to  be  revised  in  accordance  with 
the  economic  and  political  climate  of  our  pre- 
sent era. 

Q:  What  has  Japan 's  national  agenda 
been  up  to  the  present? 
A:  Following  the  Meiji  Restoration,  Japan's 
national  agenda  was  "to  catch  up  with  and 
overtake  the  advanced  Western  nations" 
through  a  strengthening  of  the  country's  eco- 
nomic and  military  structures.  This  policy, 
however,  led  Japan  to  disastrous  defeat  in 
World  War  II.  Postwar  Japan  then  adopted  the 
"Peace  Constitution,"  pledging  never  to 
become  a  military  power  again.  However,  half 
of  the  previous  agenda,  that  of  catching  up 
with  and  overtaking  the  West,  remained  intact 
even  after  1968  when  Japan  began  registering 
a  surplus  in  foreign  currency  reserves  and  her 
nominal  per  capita  Gross  National  Product 
(GNP)  caught  up  with  that  of  the  leading 
nations  of  the  West.  Japan  should  have  adopted 
a  new  national  agenda  then,  but  has  instead 
consistently  adhered  to  the  same  old  policy  of 


catching  up  with  and  overtaking  the  We 
no  regard  for  harmonious  coexistenc 
other  nations. 

Q:  But  hasn't  postwar  Japan  pledi 
make  an  active  contribution  to  I 
peace  and  prosperity? 

A:  Postwar  Japan  has  indeed  pledged  to  M": 
contribute  to  world  peace  and  prosperP 
the  big  question  is  whether  Japan  has  pi 


Ryuzaburo  Kaku 
Chairman,  Canon  Inc. 
Chairman,  Canon  USA,  Inc.  \ 

what  it  preaches.  I  am  afraid  Japan 
toward  globalization  have  been  notlj 
"commercial  internationalization"  air 
ly  to  promote  her  own  prosperity.  Japa  il 
obligation  to  live  up  to  the  world's  ex 
but  has  so  far  failed  to  do  so.  Specifica  1 


Based  on  kyosei,  Canon  presently  operates  five 
research  centers  outside  Japan,  including  Canon 
Research  Center  America,  Inc.  With  the  aim  of 
creating  products  that  can  better  respond  to 
specific  market  requirements,  each  research 
center  combines  the  host  country's  technological 
strength  with  Canon's  own  technology. 


Canon's  belief  that  a  company's  competitiveness 
greatly  depends  on  innovation  underpins  work 
conducted  at  the  Canon  Research  Center  in  Japan. 
The  center  has  developed  advanced  technologies 
that  have  made  possible  Canon's  diversification. 


Also  based  on  kyosei,  Canon  follows  a  policy  of 
share  to  Its  partners  in  joint  ventures.  U>cated  li 
Canon  Industrlale  S.p.A.  typifies  tills  corporate  art 


Canon 


ke  the  initiative  in  helping  alleviate  the 
Moblems  of  unemployment,  economic 
Irient  and  environmental  protection. 

if  do  you  say  Japan  has  such  an 
y,on,  especially  now? 

jgh  the  cold  war  ended  following  the 

of  the  Soviet  Union,  the  world  has 

h  become  a  less  stable  place  for 

1,  giving  rise  to  an  urgent  need  for  a 

[id  order.  The  free  world's  elation  over 

of  communism  was  short-lived  as 

began  suffering  more  than  ever 

3m  different  clashes  -  nation  against 

ethnic  group  against  ethnic  group, 

hgainst  religion.  Japan,  as  the  world's 

|biggest  economic  power,  has  the 

to  help  resolve  these  conflicts  and 

asitive  contribution  toward  the  estab- 

pf  a  new  global  order.  No  one  nation 

|e-handedly  help  the  world  today  as 

11  States  did  so  dynamically  following 

If  World  War  II.  At  the  time,  the  U.S. 

Idly  invincible,  accounting  for  a  huge 

f;e  of  the  world's  GNP,  and  could 

promote  democracy  and  free  trade 

|  e  world.  Today,  however,  the  United 

30  burdened  with  her  own  domestic 

be  able  to  help  the  world  on  her 

le  for  Japan  to  join  hands  with  the 

ell  as  with  other  advanced  nations, 

le  a  genuine  partner  in  helping 

rid  stability.  I  feel  that  Japan  owes  it 

Id  to  take  the  initiative  in  starting  a 


concerted  effort  among  developed  nations 
toward  the  promotion  of  global  stability. 

Q:  How  do  you  see  Japan  preparing  her- 
self for  a  greater  role  of  leadership  in 
international  affairs? 
A:  By  first  transforming  herself  into  an  "ethical 
nation."  This  would  create  a  new  Japan  operat- 
ing under  a  national  agenda  of  kyosei,  which 
roughly  translates  as  "living  and  working 
together  for  the  common  good."  As  a  first  step 
toward  creating  an  "ethical  nation,"  Japan 
must  implement  fundamental  changes  in  her 
administrative,  political  and  economic  struc- 
tures. I  am  sure  that  Japan  can  make  a  very 
positive  and  welcome  contribution  to  the  glob- 
al community  once  these  changes  successfully 
take  place  at  home. 

Q:  Could  you  explain  how  these  proposed 
changes  -  administrative  reform,  for 
instance  -  can  help  Japan  become  a 
more  active  and  responsible  player  in  the 
international  arena? 

A:  Extensive  changes  are  badly  needed  in  other 
areas  as  well,  but  as  far  as  administrative 
reform  is  concerned,  I  propose  that  Japan  adopt 
a  federal  system  comprising  some  ten  states. 
Under  this  new  system,  each  of  the  states  would 
be  given  considerable  autonomy,  as  is  the  case 
in  the  U.S.  At  present,  there  are  47  small  prefec- 
tures throughout  the  Japanese  archipelago, 
which  is  barely  the  size  of  California.  A  nation 
with  half  the  population  of  the  U.S.  does  not 


need  so  many  members  of  parliament  and  so 
large  a  number  of  bureaucrats  running  the 
country.  The  proposed  federal  system  would 
unify  Japan's  present  prefectures  into  larger 
units  and  create  a  much  smaller  central  gov- 
ernment. This  would  allow  the  central  govern- 
ment to  concentrate  on  national  and  global 
affairs,  as  pertinent  local  decisions  would  then 
be  delegated  to  local  governments. 

Q:  Does  this  mean  you  are  advocating  a 
decentralization  of  the  Japanese  govern- 
ment? 

A:  Exactly.  With  the  adoption  of  a  federal  sys- 
tem, state  governments  would  be  able  to  make 
pertinent  local  decisions  -  in  education,  eco- 
nomic development,  trade  and  so  forth  -  with- 
out the  administrative  guidance  of  the  central 
government,  which  is  mandatory  under  the 
present,  heavily  centralized  system.  The  federal 
government  would  be  concerned  solely  with 
matters  of  national  and  international  impor- 
tance, such  as  foreign  policy.  Japanese  political 
leaders  today  are  too  preoccupied  with  the 
affairs  of  their  constituencies  to  be  able  to  think 
globally.  The  tragedy  of  Japan  today  is  that  we 
have  no  political  leaders  capable  of  thinking 
globally  and  steering  Japan  toward  genuine 
globalization. 

Q:  And  how  would  your  proposed  eco- 
nomic reform  affect  Japan? 

A:  As  I  have  already  pointed  out,  Japan  will 
face  enormous  problems  unless  radical 


lie  is  a  key  element  of  kyosei.  Inaugurate! 
iliiction  of  copiers  and  laser  beam  printers,  Canon 
i  this  commitment  into  practice  in  its  policies 
'  1,300  employees. 


With  nearly  600  employees,  Canon 
Business  Machines,  Inc.  in  California 
serves  as  the  worldwide  headquarters  for 
the  production  of  electronic  typewriters, 
reflecting  Canon's  drive  to  be  fully  inte- 
grated in  the  U.S. 


Primarily  geared  for  the  production  of  business  machines,  four 
subsidiaries,  including  Canon  Bretagne  S.A.  in  France,  are 
spearheading  Canon's  move  to  localize  production  in  Europe. 
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changes  are  implemented  in  its  economic 
structure.  A  major  economic  reform  would 
enable  Japan  to  work  hand  in  hand  with  other 
nations.  Since  the  end  of  the  war,  Japan  has 
persistently  pursued  national  wealth,  measur- 
ing prosperity  solely  in  economic  terms, 
emphasizing  net  currency  inflows  and  concen- 
trating on  the  continued  growth  of  GNP.  This 
has  proved  disastrous. 

Q:  Could  you  be  more  specific  on  why 
you  think  continued  economic  growth 
has  proved  disastrous  for  Japan? 

A:  First  of  all,  the  world  has  become  alarmed 
by  Japan's  aggressive  export  drive  and  acquisi- 
tion of  real  estate  and  corporations  overseas,  as 
well  as  by  its  closed  domestic  market.  Because 
of  these  activities  and  policies,  the  world  has 
come  to  regard  Japan  as  extremely  selfish. 
Secondly,  Japan's  social  capital  has  failed  to 
keep  pace  with  its  fiscal  capital.  Japan  should 
have  invested  funds  toward  the  improvement  of 
its  infrastructure,  rather  than  amassing  huge 
foreign  currency  reserves.  Housing  and  public 
facilities  should  have  been  renovated  or  con- 
structed as  a  means  of  developing  social 
capital.  But,  because  savings  were  invested  in 
speculative  real  estate,  land  prices  across  Japan 
have  skyrocketed.  This  has  broken  what  the 
Japanese  were  once  proud  of  -  a  fair  social 
structure  in  which  the  gap  between  haves  and 
have-nots  was  relatively  small.  Japan  is  in  need 
of  fundamental  reform  and  a  new  national 
objective  which,  let  me  repeat,  would  commit 


Japan  to  living  in  harmony  and  prosperity  with 
the  rest  of  the  world.  This  is  why  I  believe  Japan 
should  adopt  the  principles  of  kyosei  as  the 
philosophical  foundation  of  its  new  national 
agenda. 

< 
Q:  Realistically  speaking,  how  can  reform 
based  on  kyosei  be  implemented  in 
Japan? 

A:  The  reform  I  am  advocating  can  be 
compared  to  perestroika  initiated  by  Mikhail 
Gorbachev  in  the  former  Soviet  Union. 
Unfortunately,  Japan  lacks  a  dynamic  leader 
like  Gorbachev.  However,  once  a  powerful 
leader  awakens  to  the  need  for  such  a  reform,  I 
am  confident  that  he  would  be  more  than 
capable  of  convincing  the  entire  nation  of  the 
importance  of  such  a  reform.  I  am  optimistic 
that  the  required  changes  could  be 
implemented  in  a  relatively  short  period  of 
time.  Unlike  the  former  Soviet  Union,  Japan 
has  excellent  bureaucrats  who  are  capable  of 
executing  what  the  leadership  requires  of  them. 
This  is  what  happened  during  the  Meiji 
Restoration.  I  also  look  forward  to  growing 
grass-roots  awareness  of  the  need  for  such 
changes. 

Q:  You  have  recently  published  a  book  in 
Japanese  advocating  reform  based  on 
kyosei.  What  has  been  the  grass-roots 
response  to  the  book? 

A:  The  book,  which  is  entitled  "Plans  For  the 
Creation  Of  A  New  Japan,"  has  received  very 


encouraging  response  from  the  gra 
readership.  I  have  received  a  trer 
number  of  letters  from  readers  symj| 
with  my  way  of  thinking.  The  Japane 
rather  docile  race,  but  a  growing  nuj 
people  are  becoming  more  self-; 
and  more  concerned  with  Japan's 
global  affairs.  I  hope  that  a  movement  I 
a  new  Japan  in  the  spirit  of  kyo\ 
start  among  these  people.  Howeve 
people  still  need  a  political  leac 
I  am  looking  forward  to  the  emer^ 
Japan  of  a  leader  with  the  vision  and : 
Gorbachev. 


Q:  Do  you  think  kyosei  apm 
Japanese  private  corporations  asM 
A:  Definitely.  In  fact,  kyosei  applies  nl 
Japanese  corporations  but  to  all  coil 
operating  globally.  Corporations  p!l 
important  role  in  generating  wel 
promoting  security  around  thl 


Kyosei  can  also  be  seen  in  practice  in  the  activities  of 
Canon's  five  manufacturing  subsidiaries  in  Asia.  Employing 
2,000  people,  Canon  Dalian  Business  Machines,  Inc.  in  China 
is  equipped  with  comprehensive  facilities  for  recyllng 
cartridges. 


In  the  spirit  of  kyosei,  maximum  opportunities  are  offered  to  Canon's  62,000  cniplo\< 
Supported  by  comprehensive  training  programs.  Canon's  employees  comprise  a  highly 
work  force. 
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ments  are  actually  ill-suited  for  this 
believe  that  in  the  21st  century  the  pri- 
;tor  will  have  the  means,  as  well  as  the 
ibility,  of  overtaking  the  public  sector  as 
ic  provider  of  wealth  and  security  on  a 
>asis. 

at  has  Canon  been  doing  in  this 

)n  is  a  global  manufacturer  of  high- 
ogy  cameras,  business  machines  and 
i  optical  equipment.  We  adopted  kyosei 
•orporate  philosophy  in  1987  when  we 
ed  our  50th  anniversary.  We  defined 
our  second  inauguration  and  pledged 
a  truly  global  corporation  based  on 
isophy  of  kyosei.  We  have  since  redou- 
globalization  efforts  by  putting  the 
s  of  kyosei  into  practice  wherever  we 
manufacturing  or  marketing  opera- 
anon  today  comprises  more  than 
pie  around  the  world  and  a  global 
>n  and  sales  network  covering  more 
countries.  We  strongly  believe  that  the 
e  globalization  is  localization.  For 
n,  wherever  we  operate  we  consistent- 
a  policy  of  vigorously  transferring 
«/,  establishing  research  and  develop- 
ilities,  and  giving  a  wide  range  of 
ties  to  our  local  employees.  At  the 
le,  we  aspire  to  be  a  good  corporate 
fulfilling  our  responsibilities  to  the 
unities  that  host  our  operations.  We 
participation  in  the  varied  activities 


of  these  communities  in  the  fields  of  culture, 
sports  and  the  environment.  Heightened  com- 
mitment to  the  protection  of  the  environment 
is  one  of  Canon's  main  priorities  today. 

Q:  Could  you  give  us  some  specific 
examples  of  Canon's  efforts  toward 
the  protection  of  the  environment 
and  the  conservation  of  natural 
resources? 

A:  We  have  recently  made  "harmony  with  the 
environment"  a  major  corporate  objective. 
We  believe  that  every  responsible  global 
corporation  has  an  obligation  to  help 
resolve  the  various  imbalances  affecting 
mankind,  including  trade  imbalances  between 
nations.  But,  as  far  as  Canon  is  concerned, 
even  more  crucial  is  the  imbalance  that  is 
being  created  between  the  present  and  the 
future  generations  in  terms  of  the  availability 
of  natural  resources  and  a  clean  environment. 
I  believe  that,  irrespective  of  nationality, 
we  all  have  the  responsibility  to  conserve  natu- 
ral resources  and  keep  the  environment  as 
clean  as  possible  for  the  generations  that  will 
follow  us. 

To  help  protect  the  environment  in  our 
own  way,  specifically  in  the  area  of  clean  man- 
ufacturing processes,  we  are  presently  working 
to  completely  phase  out  chlorofluorocarbons 
(CFCs)  from  our  production  lines  by  the  end  of 
1993  -  a  year  ahead  of  our  original  plan. 
Additionally,  we  are  developing  technology  for 
dealing  with  the  universal  problem  of  glass 


sludge,  a  pollutant  byproduct  of  lens 
polishing.  As  for  clean  energy  sources,  we  are 
currently  conducting  extensive  research  and 
development  work  on  solar  cells,  using  the 
amorphous  silicon  technology  developed  for 
our  copiers. 

Since  early  last  year,  we  have  been  carrying 
out  a  worldwide  campaign  to  collect  and  recy- 
cle cartridges  used  in  Canon  personal  copiers 
and  laser  beam  printers.  In  North  America  and 
Australia,  Canon  donates  to  environmental 
bodies  $1  for  each  cartridge  collected.  In  a  few 
years,  we  hope  to  able  to  collect  and  recycle 
some  5  million  cartridges  per  year  in  a  plant 
built  in  Dalian,  China,  specifically  for  recycling 
purposes. 

Also,  this  year  we  are  sponsoring  the 
"Focus  On  Your  World"  international  photo 
contest,  which  was  staged  by  the  United 
Nations  Environment  Programme  (UNEP)  in 
conjunction  with  the  Earth  Summit  held  in 
Rio  de  Janeiro,  Brazil,  in  June.  An  exhibition  of 
the  winning  photos,  which  were  selected  from 
among  some  30,000  entries  from  144 
countries,  is  presently  on  a  world  tour. 

Canon  firmly  believes  that  it  is  innovation 
in  technology  that  keeps  a  global  corporation 
competitive.  But  we  also  believe  that  a  truly 
global  corporation  has  the  duty  to  work  in  har- 
mony with  the  world,  and  that  means  working 
in  the  spirit  of  kyosei. 

This  interview  was  conducted  by  journalist 
Ko  Shioya. 
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commitment  to  local  communities,  proceeds  from  the 
!i>rd  Open  Professional  Golf  Tournament  in  Connecticut 
P  community  service  programs  and  charities  every  year. 


.  larmony  with  the  environment  is  an 
integral  part  of  kyosei.  Development  of 
solar  cells,  a  clean  energy  source,  is  being 
conducted  by  United  Solar  Systems 
Corporation,  a  joint  venture  company  in 
the  U.S. 


"Clean  Earth 

Campaign,"  launched 

for  collecting  and  recyling  cartridges  used  in 

personal  copiers  and  laser  beam  printers,  exemplifies 

Canon's  global  efforts  to  help  conserve  natural 

resources  and  protect  the  environment 


Canon 


im  Campbell  can't  spell  environment. 

He  doesn't  understand  global  warming 
the  depletion  of  our  natural  resources.  And 
s  experience  with  recycling  has  been  limited 
(sitting  in  the  back  seat  of  the  family  4x4  as 
mom  takes  their  newspapers  to  a  local 
ycling  center.  Yet  at  five  years  old,  Tim  is 
rning  the  most  important  lesson  to  help  save 
world  and  all  its  creatures.  Tim  is  learning 
hare.  He  has  learned  that  the  world  is  a  very 


A  part  of  this  pledge  to  a  cleaner 
environment  is  our  global  Clean  Earth 
Campaign.  It  has  been  designed  to  reduce 
overall  landfill  waste  and  preserve  natural 

resources  by  recycling 
used  cartridges  from 
Canon  business  products 
such  as  personal  copiers, 
laser  beam  printers  and  laser  facsimiles. 
Additionally,  we're  proud  to  sponsor  the 


The  Clean 
Earth  Campaign 


It  begins  by  learning  to  share. 


ill  place,  and  that  everyone  and  everything 
ft  share  the  dream  to  live  in  harmony.  What 
pesn't  know  is  to  reach  that  goal  takes  years 
ard  work,  dedication  and  commitment. 
At  Canon  we  believe  that  such  a  goal  can 
feme  a  reality.  That's  why  we  have  a  corporate 
[mitment  to  global  environmental  concerns, 
dso  the  reason  why  we  have  a  commitment 
pdicate  corporate  resources  to  heighten  the 
reness  and  responsibility  for  the  care  and 
ovation  of  the  world's  environment. 


United  Nations  Environment  Programme 
International  Photographic  Competition  on 
the  Environment.  These  are  only  a  few  of  the 
environmental  programs  we're  doing 
throughout  our  business  operations.  From 
the  development  of  solar  energy  batteries  to 
cleaner  manufacturing  processes,  we  under- 
stand that  we  need  to  do  our  share  to  make 
this  planet  a  better  place.  Because  we  believe 
that  to  make  a  world  of  change  it  takes  more 
than  a  dedication.  It  takes  a  dream. 
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See  the  winning  entries  through 
December  2 1  st,  1 992  at  the 
United  Nations  Exhibition  Hall, 
New  York,  NY. 


i  /Canon  U.S.A.,  Inc. 


Canon 


Richfood  Holdings'  Don  Bennett  learned  that  converting  a  grocers  co- 
op into  a  profitable  corporation  is  like  privatizing  a  socialist  government. 

"A"  is  for  accountability 


By  Seth  Lubove 

In  his  time  Donald  Bennett  has  hired 
planes  to  get  groceries  to  the  frozen 
villages  of  Alaska  and  sent  gun-toting 
guards  on  delivery  trucks  into  New 
York  City's  meaner  neighborhoods. 

But  solving  delivery  problems  in 
Alaska  and  New  York  City  was  easy 
compared  with  turning  around  $1.1 
billion  (fiscal  1992  sales)  Richfood 
Holdings,  Inc.,  a  Richmond,  Va.  food 
wholesaler.  The  company  was  losing 
money  and  had  put  itself  up  for  sale 
just  before  Bennett  arrived — but  was 
in  such  bad  shape  that  no  acceptable 
bids  came  in. 

After  less  than  three  years  on  the 
job,  Bennett  has  effected  a  remarkable 
reversal  of  Richfood's  fortunes.  Its 
net  margins  have  improved  to  1 .48%, 
nearly  half  again  as  good  as  the  indus- 
try average.  Richfood's  returns  on 
assets  and  equity,  now  at  8%  and  over 
20%  respectively,  are  comparable  to 
those  of  industry  leader  Supervalu 
Inc.  Richfood's  profits  rose  46%  in 
fiscal  1992  (ended  April)  to  $13.8 
million,  despite  flat  sales.  For  the  first 
six  months  of  the  1993  fiscal  year 
(ended  Oct.  17),  earnings  rose  almost 
35%  on  a  sales  increase  of  less  than  1%. 

Richfood  stock,  around  3%  when 
Bennett  arrived  in  May  1990,  recently 
sold  for  about  18  a  share.  Even  so,  it 
sells  at  under  12  times  estimated  1993 
earnings,  a  multiple  lower  than  Super- 
valu's  14  times  earnings,  although 
Supervalu's  earnings  are  not  growing 
as  fast. 

Richfood  was  founded  by  local  gro- 
cers in  the  1940s  as  a  buying  and 
distribution  cooperative  to  compete 
with  big  supermarket  chains  such  as 
Safeway  and  Winn-Dixie.  As  a  not- 
for-profit  co-op,  it  didn't  worry  about 
efficient  operations.  Its  mission  was 
simple:  buy  groceries  from  manufac- 
turers, take  a  standard  markup  to 
cover  costs  and  move  the  goods  on  to 
the  retail  grocers  whenever  they  want- 
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ed  them,  and  damn  the  costs.  Profits, 
if  any,  were  distributed  in  the  form  of 
rebates  to  the  members. 

But  by  the  mid-1980s  the  co-op 
was  hurting.  Smaller  members  com- 
plained they  were  being  short- 
changed on  service  and  quality  in 


favor  of  Richfood's  larger  grocer/ 
owners.  The  co-op  couldn't  provide  | 
financing  to  its  members  for  renova- 
tions and  expansion,  as  Fleming  Cos.,  j 
Inc.  and  other  big  wholesalers  did. 

To  raise  cash  for  such  loans,  Rich- 
food's  directors  decided  to  sell  a  piece  I 
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of  the  co-op  to  public  investors  in 
|1988.  But  that  spawned  another 
problem:  Once  it  was  a  public  compa- 
ny, Richfood  had  to  make  money — 
mot  easy  when  the  board  was  still 
imade  up  of  the  old  grocery  retailers 
who  continued  to  demand  immediate 
idelivery  regardless  of  cost.  "They  [the 
jldirectors]  were  more  concerned  with 
litheir  own  businesses  than  they  were 
[with  the  company's,"  says  Bennett 
between  puffs  on  an  ever  present 
Carlton  cigarette.  "They  were  losing 
[money  like  it  was  going  out  of  style." 

In  fiscal  1989  Richfood  lost  mon- 
|;y,  and  the  board  decided  to  sell  the 
company.  But  their  timing  was  awful: 
[Many  of  the  big  food  wholesalers  that 

ight  have  been  interested  were  di- 


RIGHT: 
Richfood's 
warehouse 
Before,  workers 
couldn't  locate 
items  even  if 
they  had  them. 


LEFT: 

Richfood  Holdings' 
chief  executive, 
Donald  Bennett 
His  toughest 
challenge 
was  to  teach 
employees  how 
to  make  a  profit. 


gesting  previous  acquisitions,  and 
Richfood's  problems  were  all  too  well 
known  in  the  industry.  After  getting 
nary  a  decent  offer,  the  directors  took 
the  company  off  the  block  and  went 
looking  for  new  management  instead. 
Out  went  longtime  Chief  Execu- 
tive W.C.  Taliaferro.  In  came  Don 
Bennett.  Bennett,  now  56,  had 
looked  at  Richfood  as  a  possible  ac- 
quisition for  Wetterau  Inc.,  where  he 
ran  that  company's  huge  food  distri- 
bution business.  He  was  well  versed  in 
Richfood's  problems — he  had  him- 
self been  stealing  its  customers.  But 
with  little  likelihood  of  reaching  the 
top  of  the  family-owned  Wetterau 
(recently  bought  by  Supervalu),  Ben- 
nett accepted  an  offer  to  run  Richfood 


and  try  to  turn  it  around. 

Bennett  soon  saw  how  years  as  a 
not-for-profit  operation  had  bloated 
Richfood's  costs.  "They  [prior  man- 
agement] had  lost  control  of  the  cost 
of  doing  business,"  says  Bennett. 

Consider  the  way  Richfood  had 
previously  shipped  goods  to  its  custo- 
mer/owners. If  they  wanted  some- 
thing early  Monday  morning,  they 
got  it  early  Monday  morning — even  if 
everyone  wanted  it  early  Monday 
morning  and  the  trucks  and  ware- 
house workers  had  to  stand  idle  the 
rest  of  the  day. 

To  bring  costs  back  in  line,  Bennett 
created  a  cost-plus  system  on  orders, 
meaning  that  grocers  get  the  goods 
for  the  same  price  Richfood  pays,  plus 
a  delivery  and  warehouse  fee.  During 
off- hours,  the  delivery  fee  drops. 
Make  a  bigger  order,  the  fee  falls  some 
more.  "This  says  to  the  retailer:  'The 
more  efficient  you  make  us,  the  less 
you'll  get  charged,'  "  says  Bennett  of 
the  new  price  structure. 


Pricing  wasn't  the  only  inefficiency 
Bennett  faced.  Richfood's  giant  1.2- 
million-square-foot  warehouse  in 
Richmond  was  a  mess.  Stuffed  with 
$120  million  worth  of  toilet  paper, 
canned  soup,  meat  and  other  inven- 
tory, the  warehouse  was  so  disorga- 
nized that  employees  often  couldn't 
locate  items  even  if  they  had  them. 
Pallets  were  stacked  on  top  of  each 
other  instead  of  on  racks,  so  that 
goods  on  the  bottom  were  frequently 
crushed,  while  space  above  the  piles 
went  to  waste. 

Today,  neatly  stacked  on  new  steel 
racks,  pallets  go  five-high  up  to  the 
ceiling.  Records,  kept  before  by  pen- 
cil and  paper,  are  now  computerized. 
Richfood  now  turns  over  its  inven- 
tories 15  times  a  year,  compared  with 
8  times  previously  and  an  average  of 
13  times  for  the  industry.  Inventories 
are  down  to  about  $68  million. 

Add  up  all  the  savings,  large  and 
small,  and  Richfood's  expenses,  as 
high  as  10.5%  of  sales  before  Bennett 
arrived,  are  down  to  5.72%  today. 
Industry  average:  6%,  according  to 
Bennett. 

Bennett's  toughest  challenge  was 
to  get  Richfood's  employees  to 
change  their  way  of  thinking.  "Be- 
fore, there  was  no  accountability," 
says  Bennett.  "People  who  ran  $100 
million  departments  knew  nothing 
about  their  profitability.  We  had  to 
teach  the  whole  team  what  a  for-profit 
enterprise  was."  Department  heads 
were  ordered  to  set  goals  and  create 
budgets.  Bennett  started  incentive 
programs  tied  to  profitability — not 
just  for  executives  but  also  for  ware- 
house workers,  who  share  in  a  cash 
pool  that  rises  as  costs,  such  as  dam- 
aged goods,  delivery  shortages  and 
fuel  use,  decrease. 

Bennett  also  got  tough  with  suppli- 
ers. "The  whole  procurement  side  of 
the  business  was  totally  screwed  up," 
says  Bennett.  "There  was  no  incentive 
for  Richfood  buyers  to  be  anything 
other  than  order  givers.  They  just 
wanted  the  delivery."  So  Bennett  me- 
thodically reviewed  manufacturers' 
invoices  for  periods  when  he  knew 
there  had  been  discounts  that  Rich- 
food  never  received,  and  demanded 
discounts  on  future  orders  from  the 
sellers  to  make  up  the  difference. 

Before  Bennett's  arrival,  retail  gro- 
cers were   defecting  to  competing 
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How  the  U.S.  Postal 

Companies  Achieve  Bottom-Line  Results 


MISSISSIPPI 
BAPTIST  MEDICAL  'CENTER 


Handall  Armstrong  proudly  points  to  his 
company's  U.S.  Postal  Service  Readability 
Improvement  Leadership  Award  as  testimony 
to  the  efficiency  of  the  Mississippi  Baptist 
Medical  Center's  mail-operations  center.  As 
_J  MBMC's  director  of  transportation,  one  of 
Armstrong's  duties  is  to  oversee  and  manage  the  growing 
amount  of  outbound  mail  that  generates  the  medical  center's 
operating  revenues. 

Armstrong  was  able  to  achieve  such  positive  results  by 
teaming  up  with  his  U.S.  Postal  Service  representative,  Kathy 
Home.  Working  together,  they  were  able  to  turn  an  ineffi- 
cient operation  into  the  model  of  efficiency  it  is  today,  saving 
MBMC  $40,000  immediately,  and  allowing  the  company  to 
earn  an  additional  $25,000  in  annual  Postal  Service  discounts. 


From  left  to  right:  Kathy  Horne/USPS;  Calvin  Matthews/MBMC; 
Randall  Armstrong/MBMC 


How  a  Prddueiiv.e  Partnership  Works 

Not  that  long  ago,  the  Jackson-based  medical  center  was 
mired  under  the  weight  of  a  multitude  of  non-uniform 
mail  pieces,  ranging  from  patient  statement  self-mailers  to 
tri-fold  self-mailing  newsletters  and  a  variety  of  correspon- 
dence envelopes  of  different  designs  and  sizes.  As  a  result, 
the  company  was  paying  maximum  postage     ««___^__ 
rates,  even  though  it  had  a  heavy  annual 
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CASE  STUDY  #5 

MBMC  &  ALAGASCO 


mail  volume. 

In  addition,  an  average  of  1,100  patient  billing  state- 
ments per  month  were  returned  "undeliverable-as- 
addressed,"  costing  MBMC  nearly  $700,000  a  month  in 
delayed  payments  for  medical  services  already  rendered. 
Added" to  this  was  the  cost  of  new  postage  to  re-send  these 
bills  once  the  correct  addresses  had  been  verified. 

Says  Home:  "When  I  became  involved  in  early  1990, 
MBMC's  mailroom  was  treated  as  an  unwanted  department. 
The  staff  was  sending  out  all  mail  as  first  class  at  29  cents  — 
even  newsletters,  which  could  have  gone  out  for  8  cents.  I 
performed  a  simple  cost  analysis  and  began  to  hold  a  series 
of  seminars  with  staff  members  to  show  them  what  postal 
standards  they  could  use  to  begin  saving  money." 

Home  and  Armstrong  worked  with  Hilton  Bowers  of 
MBMC's  information  services  department  and  the  medical 
center's  advertising  agency  to  redesign  the  formats  of  sta- 
tionery and  envelopes,  as  well  as  self-mailers,  so  they  could 
all  conform  to  the  emerging  postal  standards  for  ZIP+4  and 
barcoding,  two  important  elements  of  advanced  postal  tech- 
nology. ZIP+4  adds  four  digits  to  the  traditional  five-digit 
ZIP  Code,  pinpointing  delivery  very  precisely.  Barcodes,  a 
series  of  computerized  lines  that  represent  the  numeric 
codes,  can  be  automatically  scanned  by  the  Postal  Service, 
cutting  delivery  time  even  further. 

"We  got  a  tremendous  amount  of  internal  support," 
Home  says.  "MBMC]  installed  a  software  package  that  spe- 
cializes in  database  management  and  'merge  and  purge' 
functions,  features  that  allow  you  to  correct  duplications 
and  inaccuracies  and  standardize  addresses  with  the  proper 
ZIP+4  and  barcoding  information." 

I>rol>ar<o<lin<j  Saves  Real   Dollars 

They  also  prebarcoded  all  business  reply  mail  in  order  to 
take  advantage  of  postal  discounts.  Armstrong  says:  "We 
achieved  an  immediate  and  dramatic  savings  of  $40,000  just 
by  developing  standards  and  installing  a  barcoding  system 
—  and  we  sharply  reduced  our  mail  'float'  time,  meaning 
that  payment  on  invoices  came  back  to  us  at  a  faster  rate." 
Armstrong  sends  out  675,000  pieces  of  mail  annually, 
two-thirds  of  which  are  first-class  billings  and  statements. 
The  other  third  consists  of  brochures  for  nurses'  training 
courses  and  classes,  along  with  a  variety  of  marketing  and 
development  mailings.  "If  you  take  the  savings  of  5.7  cents 
on  the  first-class  pieces  alone,"  says  Armstrong,  "we're  real- 
_ „. __ __      izing  additional  annual  U.S.  Postal  Sen  i< 

discounts  in  the  neighborhood  of  $25,000." 
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ALABAMA  GAS  CORPORATION 

ike  M'BMC,  Alabama  Gas  Corporation  (ALA- 
GASCO)  made  major  improvements  in  its  mail 
center  operation  for  greatly  improved  efficiency 
and  substantial  savings.  Several  years  ago,  the 
company  recognized  the  need  for  drastic 
changes  in  its  billing  process.  Changes  centered 
around  eliminating  separate  reminder  notices  and  inserting 
those  notices  in  the  following  month's  bills.  Other  changes 
involved  adjusting  the  mechanics  of  the  bill,  including  size, 
customer  address  and  carrier  route  codes.  ALAGASCO  service 
representatives  in  22  local  offices  throughput  the  state  were 
hampered  from  making  more  productive  customer-service- 
related  calls  by  the  need  to  manually  maintain  the  postal  car- 
rier information  in  customer  billing  records.  "If  that  sounds 
confusing,  it  was,"  says  Mickey  Rains,  director  of  information 
services.  "It  was  a  very  time-consuming  situation." 

Working  with  the  U.S.  Postal  Service,  ALAGASCO 
turned  its  operation  around,  saving  over  $240,000  in  the 
process,  with  the  promise  of  additional  savings  in  the  future. 
Says  Rains,  "Our  mail-center  operation  is  now  capable  of 
handling  more  than  420,000  customer  statements  a  month 
with  only  a  small  chance  for  error." 

New  Systems  Increase  Efficiency 

U.S.  Postal  Service  representative  Roger  Wilson  —  and 
his  predecessor,  Stan  Mosley  —  became  involved  in 
ALAGASCO's  mail  operation  and,  with  Rains,  began  to  '. 
identify  possible  solutions  to  the  problem.  Two  people  were  ( 
responsible  for  hand-sorting,  bundling  and  delivering  the 
outbound  mail  to  the  local  Post  Office,  Because  billings 
were  posted  on  a  cycle  basis  (21  cycles  a  month),  nearly 
22,000  pieces  had  to  be  handled  manually  eachtlay. 

With  Wilson's  help,  Rains  learned  how  delivery-point 
barcoding  would  be  a  key  factor  not  only  in  minimizing 
the  work  process,  but  also  in  generating  solid  savings.  ALA- 
GASCO decided  to  convert  immediately.  By  implementing 
a  software  package  that  provides  ZIP+4  and  barcoding  and 
installing  a  high-speed  laser  printer,  the  company  took  an 
important  step  toward  postal  economies. 

A  Day  Saved  Is  Money  Earned 

Before  converting  from  carrier  routes  to  barcoding,  ALA- 
|  GASCONS  mail --center  workers  were  spending  about  four 
I  hours  in  overtime  each  day  hand- merging  the  bills.  Most  crit- 
ically, outgoing  mail  didn't  reach  the  local  Post  Office  until 
6  p.m.,  occasionally  too  late  for  processing  that  day.  In  addi- 
tion, before  automated  procedures  were  installed,  an  average 
)t  70,000  past-due  notices  had  been  sent  out  as  separate  mail- 
ings each  month. 

To  solve  the  company's  work-flow  problems,  ALA- 
GASCO slightly  modified  an  inserter  that  automatically  pro- 
esses  up  to  8,000pieces  of  mail  per  hour.  "Past-due  notices 
now  included  in  single-statement  barcoded  mailings  and 
^irther  reduce  our  in-house  labor  requirements,"  says  Rains, 
'n  essence,  the  resulting  $240,000  savings  on  postage,  labor 


From  left  to  right:  Melvin  Hunter/ALACASCO;  Mickey  Rains/ 
ALA  GASCO;  Roger  Wilson/USPS 

and  supplies  has  more  than  amortized  the  cost  of  our  laser 
printer  and  software.  Furthermore,  with  laser  printing,  our 
statements  are  more  legible  and  attractive.  They're  easier  for 
the  customer  to  understand  and  easier  for  the  Postal  Service 
to  deliver.  And  the  internal  reports  generated  by  our  software 
help  us  correct  any  address  problems  that  might  exist.  This 
leads  to  increased  efficiencies  and  additional  savings." 

The  Bottom  -Line  Is  Profitability 

As  U.S.  Postal  Service  representative  Wilson  says:  "By  being 
able  to  adhere  to  the  latest  U.S.  Postal  Service  discount  require- 
ments, ALAGASCO  has  already  qualified  10%  to  15%  more 
volume  for  barcoding  discounts  than  it  had  with  the  older 
method  of  carrier-route  sorting,  resulting  in  an  additional 
savings  of  $1 1,000  to  $12,000  per  year.  The  enthusiasm  these 
new  efficiencies  have  been  greeted  with  among  top  manage- 
ment and  mail-center  personnel  have  made  ALAGASCO 
more  competitive,  and  the  increased  savings  ensure  a  greater 
profitability.  These  are  the  bottom-line  results  that  good  com- 
panies strive  to  achieve."  ■ 


Express  and  Priority  Mail  Services  Information 


For  more  information  on  advanced  postal  technology, 
call  1-800-843-8777,  ext.  500. 

Express  and  Priority  Mail  Services  are  another  way  the 
U.S.  Postal  Service  can  help  your  company  increase  efficiency 
and  cut  mailing  costs. 

Here  are  some  tips: 

1 .  Call  1  -800-222-1 81 1  for  Express  Mail  ®  and  Two  Day  Priority 
Mail™  pickup  and  Express  Mail  Computerized  Tracking  and 
Tracing. 

2.  Express  Mail  and  Two  Day  Priority  Mail  pickup  charges  are 
only  $4.50  per  pickup,  no  matter  how  many  pieces  you  have. 

3.  We  deliver  Express  Mail  365  days  a  year,  including  Saturday, 
Sunday  and  holidays.  Everyday  delivery  is  available  at  no 
extra  charge. 

4.  You  can  drop  oft  your  Express  Mail  and  Two  Day  Priority  Mail 
at  one  of  more  than  26,000  collection  boxes. 


Richfood  Holdings 

wholesalers  such  as  Fleming  Cos.,  or 
using  two  suppliers.  Now  they  buy 
60%  of  their  needs  from  Richfood, 
compared  with  48%  before  he  joined 
the  company.  (The  remainder  are 
products  such  as  Coke,  beer  and 
baked  goods,  which  are  delivered  di- 
recdy  by  the  manufacturer. ) 

Bennett  has  a  big  advantage:  He 
understands  his  business  from  many 
different  perspectives.  A  career  grocer 
who  started  as  a  bag  boy  at  a  St.  Louis 
Kroger  store,  Bennett  and  his  father 
once  owned  a  chain  of  small  Texas 
groceries.  He  has  attempted  to  give 
his  retailers  the  same  flexibility  and 
ability  to  compete  that  a  chain  gives  to 
its  individual  stores.  Richfood,  for 
instance,  now  handles  many  back- 
office  functions  for  its  smaller  grocers, 
including  health  insurance  and  work- 
ers' compensation,  retail  accounting 
and  coupon  redemption,  as  well  as 
marketing  and  advertising. 

Richfood  offers  other  services  as 
well.  You  need  the  prices  the  local 
Safeway  or  Food  Lion  is  charging  in 
your  area?  Richfood  has  them.  Ben- 
nett ordered  a  redesign  of  Richfood's 
private -label  packaging.  Now  Rich- 
food's  1,600  different  private-label 
products  look  as  elegant  as  the  expen- 
sive branded  goods  they  compete 
with,  but  cost  30%  to  40%  less.  Pri- 
vate-label products  now  account  for 
18%  of  Richfood's  sales,  compared 
with  less  than  10%  before. 

Taking  a  leaf  from  competitor 
Fleming  Cos.'  book,  Richfood  lends 
retailers  money  to  acquire  equipment 
like  freezers  and  refrigeration  units. 
The  loans  are  backed  by  the  store's 
inventory,  so  if  the  credit  goes  sour, 
Richfood  doesn't  have  any  problem 
selling  the  collateral — that's  the  busi- 
ness it's  in. 

All  of  those  services  are  fee-based, 
but  there's  one  thing  that  Richfood's 
customers  get  for  free:  Don  Bennett's 
experience.  He  warned  his  grocers 
more  than  a  year  ago  of  the  price 
deflation  that  has  swept  the  food  busi- 
ness. "He  said  don't  be  long  on  in- 
ventories because  what  you  buy  today 
will  be  worth  less  tomorrow,"  says 
Robert  Wilcox,  owner  of  the  two- 
store  Lukhard's  Finer  Foods  in  Rich- 
mond and  once  a  buyer  for  Richfood. 
"I  have  never  received  poor  advice 
from  that  man.  I  wouldn't  make  a 
move  without  consulting  him."     WM 
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Doctors  and  delivery  men  have  grown  accustomed  tc 
beepers.  Paging  Network  hopes  parents  of  infants  ai 
teenagers  will  do  likewise. 

A  pager  in 
every  pocket.5 


By  Gretchen  Morgenson 

You  may  never  have  heard  of  a  little 
Piano,  Tex.  company  called  Paging 
Network,  Inc.,  but  its  2  million  cus- 
tomers have.  So  have  its  competitors. 
Since  its  startup  in  1981,  PageNet,  as 


George  Perrin,  chief  executive  of  Paging  Network 

Twice  the  size  of  his  nearest  competitor  and  widening  the  lead. 


Forbes  ■  Deccmlx 
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|rb  and  -Linda  x  auley  got  when 
announced  their  move  here  has  changed  to  envy, 
Iriends  and  lamily  visited  and  enjoyed  the  state  s 
jural  attraction^  and  natural  beauty.       We  can  see 
|id-  class  perl  dinners  here  lor  a  Iraction  ol  what  we  d 
in  -TSj  ew  York,     says  rderb.  rle  s  lound  the  work 
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ol  skill  available— tool  and  die  makers ,  electricians . 
labama  native  Xvobert  Xvoss  gets  plenty  ol  teasing 
clients  who  lly.into  JVlobile  to  see  the  computer 
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.People  are  surprised  to  lind  a  high-tech, 

innovative  company  here,      he  says,      but 

they  re  impressed  once  they  meet  people, 

see  the  city  and  enjoy  our  beaches.      Xvoss 

says  he  has  no  trouble  linding  skilled 

employees,    Irom  engineers  to  salespeople  to 

technicians,  we  lind  they  ve  received  line  training 

at  the  state  s  colleges  and  tech  schools. 

It  s  no  wonder  that  managers  are 

pleased  with  the  labor  skills    here— the 

state  is  above  the  Southeastern 

:0   ~,    <^\X  \      average  in  percentage  ol  workers  in 

Y%^     high-tech,  private  industry. 
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Cj£!v,  and  oony  keep  their  workers  up-to- 
date  in  new  technologies .   1  his  wide  range  ol  high-tech 
skills,  combined  with  a  strong  work  ethic,  creates  a  labor 

lorce  that  rivals  any  in  the  region . 

Ni  ,  "Clients  ask  us  if  they'll  be 

ext  time  you  hear  a  positive    JmppeJ  0ff;n  Alabama  by  a 

message  about  Alabama ,  don '  t  let  crop  Jusier- " 

i  .  Robert  Ross,  President 

negative  misperceptions  destroy  it.  Xante  Corp.,  Mobile 

Xvather,  take  a  closer  look.  .Because 
we  re  convinced  that  the  case  lor 
expanding  a  business  to  Alabama 
will  hold  water. 
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information,  contact  the  Kconomic  Development  Partnership  ol  Alabama:  P.O.  Box  204 1 ,  Birmingham,  Alabama  352qi-oooi;  2o5  25o-222& 


PageNet 


geographique. 
Around  the  world  in  24  hours. 


The  world  has 
never  before 
seen  a  watch 
quite  like  the 
mechanical 
geographique: 
fashioned  in  18 

K.  GOLD.    IT 
AUTOMATICALLY 
SHOWS  THE 
LOCAL   TIME   AND 
DATE   AS   WELL  AS 
THE   TIME   IN 
EVERY  OTHER 
ZONE   AROUND 
THE  WORLD.      A 
MASTERPIECE   OF 
SUCH    DISTINC- 
TION.  WHICH 
ALSO   FEATURES   A 
POWER   RESERVE 
INDICATOR.   COULD 
ONLY   COME    FROM 
THE  CRAFTSMEN  OF 
JAEGER-LECOULTRE 
THE   WATCHMAKER 
WITH    150   YEARS 
OF   TRADITION. 


Simply  set  the  time 
zone   disc  to  see 
local   time.   day  or 
night.  anywhere  in 
the  world. 


«JaEGER-L.eCoULTRE» 


PRINCESS  |EWELERY.  BEVERLY  HILTON  HOTEL.  BEVERLY  HILLS,  CA  (2 1 3)  276-5556  ■  De  BOULLE.  5550  PRESTON  RD  . 

DALLAS,  TX  (214)  522-2400  •  FOSTER  8.  SON.  233  STEELE  ST  .  DENVER,  CO  (303)  321-41  14  •  FACETS.  RADISSON  PLAZA  VII. 

MINNEAPOLIS.  MN  (612)  375-0554  •  CHONG  HING.  4I0S.  ATLANTIC  BLVD  .  MONTEREY  PK.,  CA  (818)  289-6992 

ADLERS.  722  CANAL  ST..  NEW  ORLEANS,  LA  (504)  523-5292  ■  TRADITIONAL  JEWELERS.  FASHION  ISLAND. 

NEWPORT  BEACH,  CA  (714)  721-9010  •  SHAPUR.  245  POST  ST ..  SAN  FRANCISCO,  CA  (415)  392   I  200 

CARROLL  S  FINE  |EWELRY.  1427  4TH.  AVE ..  SEATTLE,  WA  (206)  622-9191 


FOR  FURTHER  INFORMATION  AND  A  COLOR  CATALOG,  PLEASE  CALL  I  -800-J1C  -TIMI. 


its  lead  is  widening.  Southwe: 
Bell,  number  two  in  the  industry 
just  over  1  million  subscribers 
growing  at  around  10%  a  year. 
Net  is  adding  new  customers  at  a 
50%  annually. 

PageNet's  marketing  strategy 
be  summed  up  in  two  words:  ag 
sive  pricing.  While  the  ave 
monthly  cost  of  a  pager  to  a  custc 
is  around  $15,  PageNet's  avera 
just  $12. 

The  brains  behind  this  litde  ( '. 
revenues,  $153  million)  compa 
George  M.  Perrin.  Then  preside 
Gencom,  Inc.,  a  small  paging  su 
iary  of  Communications  Indus 
Inc.,  Perrin  took  a  hard  look  al 
paging  industry  in  1981.  His  cofl 
sion:  It  was  a  highly  fragmented  I 


Since  October  1991 
PageNet  has  really 
turned  on  the  gas,  op<[ 
ing  13  new  markets,  ij 
eluding  Las  Vegas,  Piif 
burgh  and  Cleveland. 


ness  made  up  of  mosriy  small  col 
nies  using  outmoded  equipmenf 

Perrin   figured   he   could  aci 
Federal  Communications  Con 
sion  radio-paging  licenses,  bd 
new  paging  system  from  scratcj 
offer  his  service  for  less  than  the  i 
lished  companies  could.  Ventl 
out  on  his  own,  Perrin  put  toge| 
business  plan  and  convinced  ve 
capitalists  Golder,  Thoma  &  C| 
to    back   him.    The    Chicago- 
firm  invested  $6  million  in  retu| 
approximately    80%    of    Page 
equity. 

In  1983  PageNet  began  erj 
new  paging  systems  in  Detrof 
Phoenix.  "We  started  out  i| 
standing  that  this  is  a  nondifferJ 
ed  business,"  Perrin  explains 
did  not  have  a  unique  technica 
to  get  the  subscribers  in,  so  we 
operate  our  business  efficiently 

Financing  the  company  wit  I 
debt,     Perrin    and     former 
Young  6k  Co.  principal  Terry  1 
who  came  aboard  as  chief  fi 
officer  in  1982,  were  soon  rollir 
competitors    in    Ohio    and 
Then,  in  October  of  last  yeai 
Net  really  turned  on  the  gas.  I  | 
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Each  year,  AMBAC  insurance  is  provided  for  new  and  improved  roads,  bridges, 
schools  and  hospitals  all  across  America.  Because  hundreds  of  issuers  rely  on 

AMBAC's  guarantee  to 
enhance  the  marketability 

^A    k    A  ^  Q  I  ^^   A      of  their  general  obligation,  utility, 
A"\f  ViL  Ix  I  ^^#\   transportation  and  other  revenue 

bond  issues. 

But  this  shouldn't 
come  as  a  surprise,  considering  our  financial  strength  and  consistent  performance 
as  reflected  in  our  Moody's  Aaa  and  Standard  &  Poor's  AAA  ratings. 

At  AMBAC,  we  believe  that  what's  good  for  America  can  be  good  for  those 
who  invest  in  it.  And  that's  a  philosophy  that  puts  everyone  on  the  same  road— and 
moving  forward. 


Our  commitment 

I  V^  r\ly  \Cl\l\^r\   transportatic 

GOES  ON  FOR  MILES. 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza,  New  York,  NY  10004 

(212)668-0340 


PageNet 


Terry  Scott,  chief  financial  officer  of  PageNet 

Efficient?  Yes.  PageNet's  subscribers  pay  22%  less  than  the  industry  average. 
But  because  its  costs  are  33%  lower,  operating  cash  flow  margins  are 
significantly  better  than  its  big  competitors'. 


$116  million  in  an  October  1991 
public  offering  and  $200  million  in  a 
public  debt  offering  in  May,  PageNet 
opened  13  new  markets,  including 
Las  Vegas,  Pittsburgh  and  Cleveland. 

In  the  mid-1980s  the  regional  Bell 
companies  also  got  into  the  act,  buy- 
ing up  local  and  regional  paging  com- 
panies left  and  right. 

What's  so  great  about  the  beeper 
business?  Unlike  the  cellular  phone 
business,  where  users  need  to  stay  in 
constant  two-way  contact  with  the 
world,  people  who  carry  pagers  are 
interested  in  just  one  thing:  A  numer- 
ic message,  usually  the  number  of  the 
person  trying  to  reach  them,  must 
come  through.  Pagers  are  most  popu- 
lar among  salesmen,  tradesmen  and 
messengers,  but  also  find  heavy  use 
among  doctors,  lawyers  and  other 
professionals  who  are  often  away  from 
a  telephone.  Roughly  14  million  peo- 
ple carry  pagers  today. 


True  to  Perrin's  vision,  PageNet  is 
by  far  the  industry's  low-cost  produc- 
er. PageNet's  average  cost  per  sub- 
scriber per  month  runs  $7.44,  or  33% 
less  than  the  industry  average  of 
$11 .06.  And  subscribers  pay  22%  less 
than  the  industry  average.  Even  so, 
PageNet's  37%  operating  cash  flow 
margins  are  substantially  higher  than 
its  big  competitors',  which  average 
under  30%. 

Operating  cash  flow,  the  best  mea- 
sure of  the  firm's  financial  perfor- 
mance, has  risen  45%  or  more  every 
year  since  1988  and  reached  $57  mil- 
lion last  year.  Analyst  Barry  Kaplan  of 
Goldman,  Sachs  expects  operating 
cash  flow  to  increase  to  $76  million 
this  year  on  revenues  of  $219  mil- 
lion. He  thinks  the  stock — recently 
26V/8,  up  from  1 8  when  the  company 
went  public — is  a  buy  despite  the  fact 
that  at  recent  prices  PageNet's  $875 
million  market  capitalization  works 


out  to  four  times  this  year's  expec 
revenues. 

When  Perrin  took  his  com 
public  last  year,  he  said  his  goal  wa 
enlarge  PageNet's  system  from  co] 
ing  45%  of  the  U.S.  populatior 
covering  75%.  At  the  rate  he's  gol 
this  should  be  achieved  well  bej 
1994.  But  Perrin  has  other  big  i<f 
up  his  sleeve. 

His  first  priority  is  to  increase 
ket  penetration — to  make  paget 
item  for  personal,  not  just  professj 
al,  consumption.  There's  big  opi 
tunity  here.  For  example,  new  pa 
who  might  feel  ill  at  ease  going 
movie  or  concert  where  they  can] 
reached  by  the  babysitter  are  fin«| 
that  beepers  let  them  go  out  wit 
worry.  Likewise,  parents  mightl 
change  beepers  with  teenage  chilj 
starting  to  date. 

Perrin  has  just  this  year  begun  I 
ing  pagers  in  selected  electronic^ 
partments  of  Kmart,  Wal-Mart,| 
Price  Co.  and  Home  Depot, 
price:  about  $135.  PageNet  selj 
units  to  retailers  at  or  below  its  wl 
sale  cost,  but  the  monthly  sel 
revenue  ( $8  to  $  1 0  a  month )  genl 
ed  by  the  user  is  paid  directll 
PageNet.  Kmart  alone  could  adj 
to  80,000  new  subscribers  next  \| 

Idea  number  two:  a  breakthni 
service  Perrin  envisions  called  V| 
Now.  This  would  allow  subscribe 
receive  actual  voice  messages  on 
pagers.  A  sort  of  mobile  ansvvtj 
machine,  VoiceNow  would  let 
play  back  the  messages  when 
want  to,  directly  from  the  pager  j 

The  potential  for  this  scrvij 
huge.  If,  for  example,  you  missed] 
flight  and  wanted  to  let  the  p< 
picking  you  up  know  which  tligh  i 
were  on,  you'd  simply  transmi  I 
information  into  his  or  her  pj 
Perrin  has  applied  to  the  FC< 
nationwide  frequency  to  delivc 
service,  and  is  awaiting  approval 

All  this  has  paid  off  unbelic 
well  for  Colder,  Thoma.  Its  $( 
lion  investment  in  Perrin's  ide; 
accounts  for  43%  of  PageNet  \  ( 
a  stake  worth  $376  million.  A< 
that  $125  million  in  dividend 
proceeds    from    stock    sales.    Fl 
now  47,  hasn't  done  too  IxuiK  ,  I 
I  lis  7%  of  the  firm  is  worth  moi 
$60  million. 

Not  bad  lor  a  decade's  work 
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Incredibly  Swis 
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Incredibly  Credit  Suisse. 


For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 

We're  a  recognized  leader  in  the  world's  financial  markets,  combining 

vast  resources  with  the  discreet,  reliable  and  committed  service 

that  is  the  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  highly 

rated  financial  strength  be  your  passport  to  stronger  global  finance. 


CREDIT  SUISSE 
CS 


&' 


Atlanta  •  Chicago  •  Houston  ■  Los  Angeles  •  Miami  ■  New  York  •  San  Francisco 
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NEC  makes  a  hard  day's  work  a  little  easier. 

Often,  a  day  at  the  office  runs  well  into 
le  night.  That's  one  of  the  reasons  NEC  places 
high  priority  on  user  comfort  and  safety  in  the 
pvelopment  of  new  products. 

We  call  this  people-minded  thinking  our 
goDesign™  philosophy,  and  our  new  line  of 
ItiSync®  Monitors  is  a  prime  example. 

Their  reduced  ELF/VLF  emissions  meet 
}  strictest  safety  guidelines  in  the  world.  They're 
pker-free,  with  anti-glare  protection  for  less  eyestrain.  A  tilt-swivel  base 
less  neckstrain.  An  anti-static  screen  coating  that  eliminates  dust  and 
ic  shock.  And  up-front  controls  that  are  easy  to  reach  and  use. 

It's  no  wonder  you'll  see  NEC  products  in  corporations  large 
small.  In  public  and  private  institutions.  In  homes  across  the  country. 
^IEC,  we  don't  consider  our  work  done  until  we've  made  it  easier 
o  yours. 


For  more  information,  call  us  at  1-800-338-9549. 


MultiSync  is  a  registered  trademark  and  ErgoDesign  is  a  trademark  of  NEC  Technologies,  Inc. 


We  have  changed  our  corporate  mark  to 
reflect  our  new  vision  for  the  21st  century. 


Communications  •  Computers  •  Electron  Devices. 


Most  big  issuers  of  bank  credit  cards  mail  them  out . 
to  practically  anyone  with  an  address.  MBNA  is 
much  less  generous  and  far  more  profitable. 

The  human  touch 


By  Marcia  Berss 
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MBNA  President  Charles  Cawley  (left)  and  Chairman  Alfred  Lerner 
Potential  buyers  thought  they  could  snatch  MBNA  at  a  fire-sale  price. 
"The  buyers,"  gloats  Lerner,  "overplayed  their  hand." 


For  a  man  facing  such  well-capital- 
ized new  competitors  as  ge,  AT&T  and 
GM,  Charles  Cawley  is  remarkably 
calm.  Cawley  is  president  of  mbna 
Corp.,  the  country's  fourth-largest 
issuer  of  bank  credit  cards  (Master- 
Card and  Visa).  But  he's  not  missing  a 
beat  as  these  business  giants  fight  for  a 
piece  of  his  turf. 

When  companies  like  AT&T  and  gm 
build  a  base  of  credit  card  holders, 
they  do  so  by  blanketing  the  market, 
issuing  a  card  to  almost  anyone — 
children  and  pets  occasionally  includ- 


ed— with  an  address.  Cawley 's  ap- 
proach is  more  selective  and  much 
more  profitable.  He  markets  mbna's 
bank  cards  to  special  interest  groups, 
primarily  those  whose  members  are 
relatively  -well-off.  One -third  of  all 
doctors,  20%  of  lawyers,  and  half  the 
American  Dental  Association  carry 
cards  issued  by  mbna. 

Cawley,  52,  began  marketing  to  af- 
finity groups  in  1982.  At  the  time  mbna 
was  part  of  mnc  Financial,  a  Baltimore 
bank.  Cawley  wanted  to  expand 
mbna's  base  and  reckoned  his  fellow 


alumni  of  Georgetown  University 
Washington  would  be  better-than- 
erage  credit  risks.  So  he  asked 
alumni  group  to  endorse  his  card 
association  agreed,  and  the  respo 
mbna's  mailings  was  excellent. 

Convinced  he  was  on  to  someth 
lucrative,  Cawley  next  obtained! 
endorsement  from  the  Ameri« 
Dental  Association.  This  was  m 
lowed  by  endorsements  from  sil 
groups  as  the  Aircraft  Owners  & 
lots  Association. 

Why    do    these    groups    end' 
mbna?  Answer:  mbna  pays  the 
soring  groups  royalties  based  on 
number  of  cardholders  or  card  us 

The    average    income    of  MB 
cardholders  is  $54,000,  well  a 
that  for  all  bank  card  holders.  Al 
half  of  mbna's  8  million  cardhol 
pay  its  mandatory  minimum  can 
of  $20  a  year;  the  other  half  pay  hi; 
annual  fees  of  around  $40  for  pn 
um  gold  cards.  In  the  credit 
industry  as  a  whole,  only  18%  of 
holders  pay  premium  fees  and 
cardholders  pay  no  fee  at  all. 

And  here's  an  oddity,  mbna's 
holders  don't  pay  all  their  charges 
month.  They  carry  an  average  bal 
of  around  $2,200,  about  35%  hi 
than  the  industry  average.  Net  c 
losses  are  below  industry  no 
Charging  its  customers  interest 
works  out  to  an  average  17.3%  a 
mbna  will  earn  about  $600  millioi 
year  on  outstanding  balances. 

Right  now  mbna  has  a  7.5% 
interest  spread,   the   difference 
tween  what  it  pays  for  its  money 
what  it  charges  for  use  of  its  m< 
But  big  as  it  is,  this  spread  m; 
crease.  Why?  Because  Cawley 's 
rice  is  to  sell  much  of  mbna's 
receivables  forward  at  a  fixed 
Currently  mbna  is  paying  an  a 
of  7%  to  finance  its  $9  billion 
Ho.  If  interest  rates  stay  low, 
interest  spread  will  widen  as  the 
folio  is  refinanced.  Note,  ho 
that  short-term  rates  have  been 
lately.    If  they   continue   to 
mbna's  spread  will  narrow. 

Cawley  is  using  his  profits  fro 
interest  rates  to  add  1.8  milli 
accounts  to  mbna's  base  of  6 
accounts.  "That's  with  no  dcfi 
tion  in  credit  quality,'"   he 
adds.  These  new  accounts,  froi 
groups  as  the   National   Sod 
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nica  Has  Earned  lis  Wings  From  USAir. 

?|  Dependable  departures  and  on-time  arrivals.  That's  why 

J    millions  of  people  get  on  board  USAir.  Crisp,  clean  copies  of  any 

document.  That's  why  USAir  is  on  board  with  Konica.  MJfrm*  ■*  "  *m> 

For  more  information,  call  1-800-2-KONICA.  tSsOlllCfl 


©  1992  KonicaBusinessMachines.  U.S.A.,  Inc. 


COPIERS'FAX 


Move  To  Connecticut  And  You'll  Get 
A  House  With  A  Big  Welcome  Mat. 
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And  a  Senate,  too.  Connecticut's  legislature  has  created  one  of 
the  most  powerful  business  incentive  packages  in  the  country.  It  includes  c 
billion-dollar  loan  and  loan -guarantee  program  —  one  of  the  largest  in 
America  —  making  credit  available  to  businesses  which  can  expand  and 
create  jobs. 

We've  completely  revamped  our  tax  structure  to  encourage  busi- 
ness growth.  Today,  Connecticut  ranks  sixth  in  the  nation  for  "Tax  Fairness,! 
according  to  the  1992  Development  Report  Card. 

We've  stripped  down  your  cost  of  doing  business:  for  example,  g 
enacted  R&D  and  training  tax  credits,  and  redefined  "manufacturing  equ. 
merit,"  to  let  companies  upgrade  on  a  tax-favorable  basis. 

Incentives  are  fine,  but  policies  that  encourage  long-term  growth 
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j'l'e  even  more  important.  That's  why  the  legislature  formed  the  Commerce  & 
^exportation  Committee:  an  aggressive  group  of  policy-makers  with  a  national 
iputation  for  innovative  economic  development  programs. 

Sure,  a  lot  of  states  talk  about  "partnership."  In  Connecticut,  its  not 

st  talk;  it's  action:  State  government,  utility  companies,  banks,  educators  and 

^Jr  work  force  are  cooperating  to  help  business  suc- 

ed.  That's  good  for  jobs.  For  families.  For  everyone. 

That's  what  we  mean  by  a  welcome  mat. 
d  it's  just  one  piece  of  a  very  big  picture.  Call      /j 
Department  of  Economic  Development  |  \ 

1-800-392-2122.  Our  House  will  give      CONNECTICUT 
r  business  a  great  home.  The  State  That  Thinks  Like  A  Business. 


GOVERNOR 
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MBNA  Corp. 


No  credit  crunch  here 


Company 


MBNA 

Advanta 
First  USA 


Recent 
price 

Latest 

12-month 

EPS 

P/E 

Managed 
loans 
($bil) 

Net 
interest 
margin 

Net 

credit 

loss 

Return 

on 
assets 

Operating  expenses/ 
operating  revenues 

447/a 

$3.32 

13.5 

$8.8 

7.0% 

3.3% 

2.8% 

60.9% 

26V2 
185/s 

1.78 
0.80 

14.9 
23.3 

3.1 
2.5 

8.3 
7.2 

3.5 
3.7 

,     2.3 
0.1 

51.3 
61.4 

Credit  card 
issuers  are 
making  wind- 
fall profits 
from  big  irrti 
spreads.  MBNA 
is  plowing  rt 
back  into  win- 
ning new: 


Architectural  Engineers,  will  typically 
turn  profitable  in  two  or  three  years. 

mbna  competes  on  service,  not 
price.  Its  customer  service  line  is  an- 
swered by  humans,  not  a  computer, 
and  the  switchboard  is  open  24  hours 
a  day,  a  big  convenience  for  busy 
people.  Humans,  not  computers,  re- 
view credit  applications.  That  was 
how  MBNA  recently  won  the  Lacrosse 
Foundation's  endorsement.  The 
foundation  endorsed  a  local  bank's 
card  until  that  bank's  computer 
turned  down  a  board  member  who 
makes  $250,000  a  year. 

The  human  touch  is  more  expen- 
sive, but  Cawley  says  it  pays  off  in 
customer  loyalty.  When  AT&T  began 
mass-marketing  its  no-fee-for-life 
Universal  card,  mbna's  cardholder 
base  was  virtually  untouched  despite 
Cawley's  insistence  on  charging  an 
annual  fee.  "We  lost  zero  point  one 
five  percent  [0.1 5%]  of  our  accounts  to 
AT&T,"  crows  Cawley. 


When  mbna  does  lose  a  major  ac- 
count to  a  rival,  it  does  so  without 
much  regret.  Example:  Marine  Mid- 
land Bank  recently  won  the  endorse- 
ment of  the  280,000-member  Ameri- 
can Institute  of  Certified  Public  Ac- 
countants by  offering  the  accountants 
a  no-annual-fee  card.  Cawley  says 
mbna  wouldn't  change  its  policy  of 
charging  a  fee.  No  matter.  Accoun- 
tants think  about  the  value  of  money  a 
lot  and  virtually  always  pay  off  their 
bills  on  time.  No  fee  and  no  monthly 
interest  payments  will  make  this  a 
pretty  thin  account  for  Marine  Mid- 
land, agrees  an  aicpa  spokesman. 

Cawley's  success  with  mbna  has 
added  considerably  to  the  personal 
fortune  of  mbna  Chairman  Alfred 
Lerner,  59,  a  Forbes  Four  Hundred 
member  who's  worth  about  $600 
million.  In  1990  Lerner  sold  his  Balti- 
more bank,  Equitable  Bancorpora- 
tion,  to  mnc  Financial  for  mnc  stock. 
Within  months  MNC  was  reeling  from 


MBNA  affinity  credit  cards 

Why  do  groups  endorse  MBNA's  cards?  Royalties. 


big  real  estate  losses;  Lerner  was  c; 
in  to  run  MNC.  He  needed  to 
capital  fast,  and  put  mnc's  best 
mbna,  up  for  sale.  Asking  price, 
billion.  Sears'  Discover  Card  unit 
other  card  issuers  looked  at  mbna 
passed,  probably  on  the  assumpi 
they'd  be  able  to  get  it  cheaper  if' 
waited.  "The  buyers,"  says  Lei 
"overplayed  their  hand." 

Lerner  decided  to  sell  mbna  tol 
public.  To  make  sure  the  issue  cc| 
be  marketed  smoothly,  undei 
Goldman,  Sachs  asked  Lerner 
some  of  his  personal  resource: 
support   the   price   of  mbna's 
stock.    Lerner   now   holds    109 
mbna's  stock;  Progressive  Corp 
insurance  company  he  chairs,  hj 
another  4.9%. 

mbna  went  public  in  lanuary 
at  $22.50,  valuing  the  comp; 
$1.1  billion.  It  recently  traded  at 
a  share,  13  times  1992's  estij 
earnings  of  $3.50  a  share.  Lei 
sitting  on  a  $111  million  paper 
on  mbna — more  than  enough  t 
set  his  $90  million  paper  loss  oi 
mnc  stock  he  received  for  his  t 
(NationsBank  agreed  to  buy  i 
luly  for  a  minimum  $14  a 
Lerner  thinks  the  deal  may  be  doi 
to  $2  above  that  floor,  mnc  wj 
cently  trading  at  llVfe.) 

Along  with  rising  interest  rate 
other  cloud  is  on  mbna's  horiz< 
year  ago  Senator  Alfonse  D'j 
(R-N.Y.)  proposed  a  bill  cappi 
terest  rates  charged  on  bank 
D'Amato's  bill  got  nowhere, 
a  jolt  through  the  financial 
mbna's  stock  plunged  from  37 
But  neither  Cawley  nor  Lerner 
such  legislation  is  likely  to 
law.  As  Lerner  puts  it:  "Do  yoi 
the  new  Administration,  wn 
questionable  credibility  in  the 
cial  community,  needs  to  a 
shock  wave  like  that?" 


222 


Forbes  ■  December  2 1 


To  the  birds,  it  matters  very  little  that  these  boxes 
of  recycled  paper  reflect  a  child's  creativity  and  involvement. 

But  to  the  environmental  education  program  that 
distributes  these  take-home  nests,  and  Phillips  Petroleum, 
who  sponsors  them,  it  matters  a  great  deal. 


I  Because  as  life  unfolds  inside  these  cardboard  walls, 

so  too  does  an  enduring  understanding  and  respect  for  the 
wonder  of  it  all.  Helping  students  realize  a  greater  awareness 
and  responsibility  for  the  environment. 

And  confirming  our  belief  that  when  you  teach  a 
child  about  nature,  he  leams  facts  about  nature. 

But  bond  a  child  with  nature,  and  he  leams  to  care. 

PHILLIPS  PETROLEUM  COMPANY© 


I  For  more  information  about  the  Bird  Box  Program  and  whatwe  are  doing  to  protect  our  environment,  write:  Bird  Box,  Phillips  Petroleum  Company, 
16C4  Phillips  Building  Bartlesville,  Oklahoma  74004. 
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NO  ONE  HELPS  YOU 
KEEP  IN  TOUCH  MORE  THAN  WE  DO. 


Toshiba  helps  you  keep  in  touch,  because  we  keep  in  touch  with  you. 
Understanding  that  one  of  the  last  places  people  get  any  work  done  is  in  the 
office,  we  make  notebook  computers  that  give  you  more  power  than  many 
desktops,  and  more  freedom  than  you  can  imagine. 

For  instance,  our  new  T4400C  hos  on  incredibly  fast  i486™DX 
microprocessor  with  200MB  hard  drive  or  i486™SX  with  1 20MB  hard  drive, 
three  hour  battery  life,  and  the  newest  9.5"  active  matrix  color  TFT-LCD  screen 
that  can  simultaneously  display  256  colors  at  full  640x480  resolution. 
It's  the  most  powerful  color  notebook  available  to  control  information  and 
improve  communication. 

At  Toshiba,  we  want  you  to  be  your  most  productive,  so  you  can  keep 
in  touch  with  a  few  other  important  ports  of  your  life.  Your  family,  friends... 

In  Touch  with  Tomorrow 

TOSHIBA 


For  more  inlotmolion  mite  Toshiba  Americo  Information  Syslems.lnc  .9740  Irvine  Blvd .Irvine,  CA  92718  or  coll:  1-800-457-7777  i486  is 


o  trademark  of  Intel  Cotp 
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Here's  the  ultimate  in  top-down  investing:  Pick 
continents  first,  then  currencies,  and  only  then  worry 
about  what  securities  to  hold. 

Botswana's  cheap 


By  Jack  D.  Schwager 

For  a  lot  of  individual  investors, 
Wall  Street  boils  down  to  such  ques- 
tions as  whether  small-cap  value  is 
better  than  large-company  growth,  or 
whether  the  IBM  dividend  is  safe.  For 
Jim  Rogers,  an  individual  investor 
who  earns  his  livelihood  mainly  by 
investing  his  own  money,  a  relevant 
investment  question  is  more  likely  to 
be  whether  Botswana  is  a  better  place 
to  invest  in  than  Argentina. 


Who  is  Jim  Rogers  and  why  shouid 
we  listen  to  him?  At  50,  Rogers  is 
already  13  years  into  a  retirement  of 
sorts.  In  1980  he  quit  a  job  helping 
George  Soros  manage  the  extremely 
successful  Quantum  Fund,  and  took 
his  eight-figure  share  of  the  profits  off 
to  invest  on  his  own.  Since  then,  he 
has  served  occasionally  as  professor  of 
finance  at  Columbia  Business  School 
while  continuing,  from  the  quiet  con- 
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fines  of  a  baronial  mansion  on 
Upper  West  Side  of  Manhatta: 
lifelong  study  of  world  stock,  b( 
currency  and  commodity  markets 
and  his  girlfriend,  Tabitha  Estabn 
spent  20  months  motorcycling  ac 
Asia,  Africa  and  South  Americ 
search  of  investment  inspiration. 

I  first  interviewed  Rogers  in! 
spring  of  1988  for  a  book  a 
money  managers.  The  followine 
the    long-term    predictions    Rc^"1 
made  in  that  interview  four  years  F 
Gold,  then  $450  an  ounce,  v<  ates. ' 
S330    today,    would    continue  JR  ,ri 
steady  decline;  the  dollar,  then  w 
1.8  deutsche  marks  and  now  w   

n  \f 

1.6,  would  remain  weak;  short- 
interest  rates  (the  three  -  month  T1"1^ 
yielded  6.4%)  would  continue  tdand>i; 
cline;  and  the  Japanese  stock  m  ^= 
would  witness  a  staggering  coll       i. 
Pull  out  a  couple  of  long-term  cl 
and  Rogers  emerges  as  a  man  w 
long-term  views  you  want  to  f 
seriously. 

In  a  recent  interview  I  asked  R«r 
if  U.S.  stocks  are  greatly  overvalup1''1'^ 
relation  to  their  earnings  and  f 
dends,  and  whether  we're  or! 
verge  of  a  Tokyo-style  collapse.  r' 
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Investor  Jim  Rogers  on  the  roof  of  his  Manhattan  house  and  office 
A  worldview  that  sees  the  U.S.  pretty  dimly. 


Rogers:  With  the  possible  excel0, 
of  the  biotechnology  sector,  we 
not  experienced  the  type  of  price 
ble  here  as  was  witnessed  in 
Therefore,  what  happened  in  Jaj 
not  going  to  happen  here.  But  t 
not  to  imply  that  we  won't 
substantial  decline  in  the  stock  rr 
some  time  within  the  Clinton  Ac 
istration.  I  fully  expect  such  a  de 
Forbes:  Why? 

I  believe  a  crisis  in  the  currency 
kets  will  eventually  trigger  a  beai 
ket  in  stocks. 

So  the  current  rally  in  the  dolL 
temporary  phenomenon? 
Absolutely.  The  dollar  is  goii 
now  because  it  had  become  very 
sold.  Also,  the  dollar  is  bent 
from  temporary  optimism  asso 
with  the  advent  of  a  new  admi 
tion.  Eventually,  however,  I 
the  dollar  to  come  under  re 
pressure,  since  the  long  term  iv 
ment  policies  debasing  our  cu 

Jack  D.  Schwager  is  director  of  futures 
research  at  Prudential  Securities  and  a 
the  recently  published  New  Market  Wu 
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105  (^TheFORTUNE500 

Fiche  For  S&tngs  With 

Anacomp. 


The  more  successful  the 
pany,  the  more  information 
jates.  So  when  it  comes  time 
ore  and  retrieve  this  valuable 
•mation,  more  than  80%  of  the 
TUNE  500  rely  on  Anacomp 
micrographics  for  a  solution 
lands  them  major  savings. 


Just  What  Is  Rche? 

ich  Anacomp  fiche  is  a  4"x  6"  sheet  of 
Ucrofilm  that  holds  up  to  700 pages  of 
^formation.  In  most  cases,  fiche  can  be 
\trieved  and  used  more  quickly  than 
\mpeting  media  such  as  magnetic  tape 
id  optical  disc.  Most  important,  savings 
i  the  cost  of  paper,  storage  space,  mailing 
ts,  and  manpower  make  fiche 
and  away  the 
yst  cost-effective 

to  store  and 
trieve  data. 


As  a  cost-effective  alternative 
to  paper-based  information 
management  systems,  Anacomp's 
micrographics  is  unsurpassed. 
Here  are  some  specific  examples 
of  savings  netted  by  Anacomp 
customers: 

>$*>  An  80%  savings  on 
the  cost  of  labor 
>ftt  A  99%  savings  on 
the  cost  of  mailing 
♦  A  90%  savings  on 
the  cost  of  materials 
>£-  A  99%  savings  on 
the  cost  of  storage. 


When  we  are  invited  to  'Anacomp 
your  company,"  we  do  a  thorough 
audit  of  the  way  your  business 
manages  its  information.  Without 
exception,  we  can  provide  precise 
cost  savings  in  real  dollars  over 
specific  time  frames. 

Such  dramatic  savings,  especially 
in  today's  business  environment, 
have  helped  Anacomp  become  a 
member  of  the  FORTUNE  500. 

Let  us  'Anacomp  your  company." 
To  find  out  how,  contact  P  Lang 
Lowrey,  SVP,  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Atlanta,  GA 
30305,  or  call  (404)262-2667. 
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have  not  changed.  Since  1983  we 
have  gone  from  being  the  largest 
creditor  nation  in  the  world  to  being 
the  largest  debtor  by  an  enormous 
margin.  That  is  certainly  not  the  type 
of  environment  conducive  to  a  stron- 
ger dollar. 

The  U.S.  dollar  is  already  down  by  a 
third  against  the  currencies  of  our 
major  trading  partners  over  the  last  20 
years.  Incomes  and  house  values  may 
have  gone  up  during  that  period,  but 
the  unit  of  measurement — the  dol- 
lar— has  sharply  depreciated.  Infla- 
tion-adjusted wages  have  remained 
flat  for  years. 

You're  sounding  like  Ross  Perot. 
The  country  is  rapidly  sliding  toward 
bankruptcy.  A  crisis  in  the  markets 
will  force  the  issue.  Our  federal  debt  is 
already  more  than  50%  of  gdp  and  is 
heading  inexorably  toward  100%.  By 
that  point,  the  problem  will  be  ines- 
capable, and  we  can  expect  to  see  a 
major  impact  on  the  U.S.  dollar  and 
U.S.  stock  and  bond  markets. 
Sure,  but  the  markets  know  all  this 
and  take  it  in  stride.  Investors  are 
plunging  into  stock  and  bond 
funds  because  they  can't  stand  the 
low  yields  on  money  market  instru- 
ments. Cash  is  trash,  and  the  only 
fools  are  the  bears.  Or  are  they? 
In  1981  most  people  were  putting 
their  money  into  money  market  funds 
because  short-term  rates  were  ex- 
tremely high.  They  would  have  been 
far  better  offputting  their  money  into 
stocks  and  bonds.  The  situation  today 
is  a  mirror  image:  People  are  buying 
stocks  and  bonds  and  shying  away 
from  short-term  rates.  I  would  submit 
that  they  should  be  doing  just  the 
opposite. 

I  should  clarify,  however,  that  I 
don't  think  the  stock  and  bond  mar- 
kets are  ready  to  move  lower  yet.  In 
fact,  I  believe  something  will  happen 
that  will  create  a  certain  amount  of 
optimism  and  cause  a  near-term  rally 
in  these  markets.  Right  now  I'm  net 
long  in  U.S.  equities.  I'm  hoping  to 
participate  in  whatever  exuberance  is 
left.  But  I  do  this  as  a  trader.  A  long- 
term  investor  should  not  be  buying 
U.S.  stocks  now. 

If  there  is  a  catalyst  to  give  us  a 
good-size  rally  in  the  stock  and  bond 
markets,  use  such  an  advance  to  liqui- 
date stock  and  bond  holdings  and 
wait  for  a  more  opportune  time  to 


reinvest. 

Suppose  you  had  some  cash  to  in- 
vest now.  Where  would  you  put  it? 

Short-term  U.S.  money  market  funds 
and  fixed-income  securities  overseas. 
Long-term  foreign  bonds  would,  in 
fact,  benefit  from  two  long-term 
trends:  lower  foreign  interest  rates 
and  a  lower  dollar.  The  bottom  line  is 
that  I  think  everyone  should  have  at 
least  some  money  invested  outside 
the  country,  simply  as  an  insurance 
policy. 

You'd  rather  own  a  German  gov- 
ernment bond  than  a  U.S.  govern- 
ment bond? 

Yes.  Or  bonds  from  Austria  or  the 
Netherlands.  The  only  caveat  is  that  a 
lot  of  people  are  looking  for  European 
bond  prices  to  soar  in  quick  fashion.  I 
look  for  the  situation  to  evolve  over  a 
longer  period.  In  fact,  the  current 
consensus  [on  European  interest 
rates]  is  so  bullish  that  I  wouldn't  be 
surprised  to  see  a  temporary  jump  in 
European  interest  rates  to  scare  some 
of  the  bulls  out. 

Why  the  long-term  bullish  outlook 
on  European  bonds? 
I  expect  the  European  economies  to 
slow  down  dramatically  over  the  next 
few  years.  However,  I  don't  see  inter- 
est rates  falling  quickly,  because   I 


Mr.  Rogers' 

investment 

world 

Sell  now 

■  Health  care  stocks — 
all  kinds. 

■  Defense  stocks. 
Sell  soon 

■  U.S.  stocks. 

■  U.S.  bonds. 
Buy  now 

■  European  government 
bonds,  especially  those  of 
the  Netherlands,  Austria 
and  Germany.  Do  not 
hedge  away  your 
currency  exposure. 

■  Latin  American  stocks, 
especially  from  Argentina, 
Costa  Rica,  Peru 

and  Uruguay. 

■  New  Zealand 

stocks.  ■ 


expect  the  Bundesbank  to  mail 
its  tight  monetary  policy.  But 
longer  the  Bundesbank  keeps  s 
term  rates  high,  the  lower  int 
rates  will  eventually  go. 
Suppose  I  want  a  balanced  po: 
lio.  Where,  if  anywhere,  are  equ| 
a  buy? 

Latin  America,  especially  Argen 
Costa  Rica,  Peru  and  Uruguay. 
New  Zealand.  And  Botswana. 
Excuse  me,  Jim,  while  I  call 
broker  in  Lobatse  .  .  . 
No,  don't  try  to  buy  Botswana  sfl 
But  you  can  get  into  Latin  Am 
through  a  fund.  As  for  New  Zea 
the   15   or  20  stocks  I  own  i 
[Rogers  declined  to   name   an 
them]  are  mostly  agriculture -rel; 
and  aren't  easy  to  buy  here.  But  i 
right  about  the  country,  event 
will  do  well,  including  the  stocks 
have  ADRs  trading  over  here. 
Like  Fletcher  Challenge  and  r 
com  Corp.  of  New  Zealand? 
Yes,  although  I  don't  own  those 
What  if  I  don't  want  to  sel 
entire  U.S.  portfolio  in  the 
rally?  Are  there  some  sectors  t 
and  others  to  hold? 
A  Clinton  presidency  doesn't  c 
the  way  I  look  at  the  world,  n 
terms  of  the  broad  trends.  How 
it  is  clear  that  one  of  Clinton's  p 
ties  will  be  controlling  health 
costs,  probably  through  price  c 
think  health  care  stocks,  which  e> 
enced  an  incredible  bull  market  t 
years  before  peaking  earlier  this 
have  probably  seen  their  highs  fij 
decade. 

But  that's  old  news.  The  dru 
medical  stocks  are  already  do 
Sure,  and  I  don't  mean  to  sugge 
they  can't  witness  some  sort  < 
bound  from  current  levels.  An  a 
priate  analogy  would  be  gold  in 
After  its  initial  plunge  from  r 
highs,  the  gold  market  experie 
very  sharp  rebound,  but  it  nev 
proached  its  old  high,  and  it  ha.«; 
tinued  to  drift  steadily  lower 
that  time. 

One  more  question,  Jim.  Th 
ventional  wisdom  is  that  d 
stocks  will  continue  to  tare  pi; 
Should  I  buck  it? 
This  is  one  case  where  I  thirl 
conventional  wisdom  is  right.  ' 
tense  stocks,  it's  too  carh    t< 
contrarian. 
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ur  nation's  roads,  bridgesffrailfoads, 
canals,  power  plants  and  waftrworks  — 
indeed,  the  entire  inf  rastructuJl  that  moves 
America  forward  —  is  incontestably  mired 
in  physical  disrepair  and  financial  anemia. 

However,  the  scarcity  of  government  capi- 
tal is  providing  new  opportunities  for  pub- 
lie-private  partnerships,  alliances  that  ma 
well  become  the  stimulus  for  rejuvenating 
our  infrastructure.  The  challenge  is  clear: 
We  must  find  the  means  and  begin  . . . 


ADVERTISEMENT  2 


REBUILDING 
AMERICA 

Public-Private 
partnerships  at  work 


In  the  late  1 800s,  most  of  America's 
developing  infrastructure  systems  were 
financed  by  entrepreneurs,  many  of 
whom  made  huge  fortunes  by 
investing  their  own  capital.  Soon 
after  World  War  I,  governments  — 
cities,  states  and  publicly  owned 
utilities  —  became  the  sponsors, 
developers  and  providers,  using 
public  funds  generated  by  new- 
found tax  revenues. 

Today,  scarce  capital  and  the 
competing  social  needs  for  funds 
have  encouraged  governments  at  all 
levels  to  defer  many  infrastructure 
projects.  This  has  led  to  an  emerging 
opportunity  for  private-sector  enter- 
prise —  construction  and  engineer- 
ing firms,  equipment  and  material 
suppliers,  and  even  traditional 
lenders  —  to  fill  the  gap. 
Dependent  upon  projects  such  as 
these  for  their  very  existence,  they 
have  become  willing  promoters, 
developers  and  even  owners. 

At  the  same  time,  governments  at 
all  levels  are  taking  a  proactive 
stance,  challenging  private  financing 
to  privatize  existing  services  or, 
more  often,  to  develop  much-needed 
new  public  projects  where  regional 
demographic 
and  economic 
growth  has 
occurred.  Many 


■   .    H  -■ 

of  these  govern- 
ments are  grant- 

mm 

ing  commercial 
concessions  to 

Mm 

public-private 

^F 

sponsors  to  pro- 
vide the  economic 

^b 

underpinnings  fdr 

WW 

these  projects. 

Robert  Cushman,  a  partner  at  Pepper, 
Hamilton  &  Sheetz  in  Philadelphia,  says, 
"We  need  a  national  policy  that  recog- 
nizes the  need  for  public-private  partner- 
ships based  on  a  clear  understanding  of 
the  economics  —  the  nature  of  design, 
construction  and  completion  risks  —  and 
the  requirements  of  those  likely  to  pro- 
vide financing. 

"We  must  forge  an  alliance  between 
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"The  national  consensus  in  support  of 
rebuilding  our  infrastructure  is  healthy  and 
long  overdue,  but  it  conies  at  a  time  when  gov- 
ernment budgets  are  under  severe  stress. 
Thus,  the  massive  commitment  of  financial 
and  human  resources  required  must  involve 
greater  participation  by  the  private  sector  to 
supplement  the  work  of  our  colleagues  in  gov- 
ernment. 

"In  an  industry-government  partnership, 
for  example,  federal  action  could  stimulate 
private  investment  with  appropriation  incen- 
tives to  the  capital  markets,  a  practice  we 
find  in  other  countries. 

"Since  the  human  resource  demands  will 
focus  on  engineering  and  science,  I  believe  the 
necessary  talent  can  be  developed  by  indus- 
try-government cooperation  to  strengthen 
and  restructure  our  educational  system. 

"Such  a  partnership  would  unify  our  great 
public  and  private  sector  strengths  to  address 
this  critical  national  problem  in  a  concerted 
manner." 

WILLIAM   F.   ALLEN,   JR. 

chairman  and  chief 
Executive  Officer 
Stone  &?  Webster  inc. 


nity  is  there  for  reward." 

Cushman  believes  that  by  the  yea« 
2000,  private  capital  may  well  accc 
for  as  much  as  30%  of  all  infrastructj 
spending  in  the  United  States. 

Establishing  An 
Infrastructure  forui 

Understanding  the  strategies  of  cr 
ing,  delivering,  managing,  financing 
funding  public-private  sectoij 
development  will  be  the  ther 
addressed  by  top  executivesl 
mid-January  at  a  Forbes  Incl 
ference  in  New  York  City  en| 
"Rebuilding  America." 

Endorsed  by  the  National 
Association  of  State  Develc 
Agencies  (NASDA),  in  coo(j 
tion  with  the  Edison  Electrk 


Institute,  the  National  Leag 
Cities  and  the  U.S.  Confen 
Mayors,  this  important  syrr 
sium  will  address  the  oppc     ^' 
ties  for  public-private  part    f  CO 
ships  in  the  renewal  and  n 
of  America's  infrastructure 
essence,  it  will  identify  wh 
going  to  be  built  in  Ameri< 
the  next  ten  years  and  wh« 
money  will  come  from. 


ton 


dfor 


entrepreneurs,  financial  and  construction 
communities,  insurers,  legal  advisers  and 
government  policy  makers.  The  only 
way  we  can  stimulate  private-sector 
involvement  in  complex  projects  is  to  cre- 
ate an  enabling  political,  economic  and 
legal  environment  that  will  allow  the  pri- 
vate sector  to  contribute  its  know-how 
and  resources.  The  private  sector  is  will- 
ing and  able  to  bear  risk  if  the  opportu- 


addressing  The 
Financial  challenge 

As  an  information  exchange  orgc 
tion  that  regularly  shares  ideas  and 
cal  expertise  with  both  government? 
private  companies,  NASDA  advoa 
public-private  financing.  Members 
cabinet-level  commerce  department 
states  —  leaders  in  state  governm 


he  challenge: 

0  KEEP  POLLUTANTS  FROM 
OULING  UP  THE  ATMOSPHERE 
IND  POLLUTION  CONTROLS  FRO 
DULING  UP  PERFORMANCE.  * 


M  >"<*%.' 


heon's  United  Engineers  & 
structors  (UE&C)  has  the  know-how 
-.elp  companies  cost  effectively  plan 
|ad  for  clean  air  compliance. 

grid's  industries  are  hard  at  work  cleaning  up.  But 
have  to  work  harder.  Because  all  over  the  world  clean 
Rations  will  onjy  get  stricter. 

leon's  UE&C  is  ready  for  any  clean  air  challenge 
[ture  may  hold.  In  all  areas  of  manufacturing  -  steel, 
jcals,  pharmaceuticals,  food  processing,  petroleum 
lies  and  power  generation  -  UE&C  projects,  large  or 

ire  marked  by  cost  effective,  innovative  engineering 

nstruction. 

anple,  we're  helping  such  clients  as  the  operating 
[anies  of  Allegheny  Power  System  and  the  Tennessee 
\uthority  install  emission  control  "scrubbers." 


Our  goal:  minimum  downtime  for  operations. 

We're  always  looking  over  the  horizon.  Because  wnat  passes 
for  clean  air  today,  won't  tomorrow.  All  over  the  world,  the 
rules  will  only  get  stricter.  And  those  who  don't  plan  ahead, 
can  only  fall  behind. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon  a  leader  in 
energy  and  environmental  services  is  also  the  driving  force 
behind  our  proven  performance  in  defense,  electronics, 
aviation  and  appliances. 

We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 
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responsible  for  creating  such  infrastructure 
support  mechanisms. 

"Many  governments  are  beginning  to 
work  closely  with  revolving  loan  funds  des- 
tined for  public  projects,"  says  NASDA's 
Executive  Director  Miles  Friedman.  'These 
loans  are  made  in  conjunction  with  those 
from  banks,  or  public  funds  are  used  to 
guarantee  private  financing.  The  public- 
private  sector  support  system  also  uses  a 
technique  called  'bank  pooling,'  in  which 
the  states  serve  as  a  catalyst  for  the  banks 
to  get  together  to  pool  the  risk." 

Tamara  Adler,  vice  president, 
Goldman,  Sachs  &  Co.,  believes  that 
proper  financing  requires  vehicles  that 
are  acceptable  to  consumers  as  well 
as  economical  to  investors.  'This  is 
really  the  issue,"  Adler  says.  "How 
do  you  balance  infrastructure  devel- 
opment, which  is  long-term  in  nature, 
with  the  short-term  negative  cash  flow 
characteristics  of  many  of  these  pro- 
jects? Where  do  you  get  the  sources 
of  taxable  and  tax-exempt  debt  and 
equity  to  form  the  support?  The  avail- 
ability of  taxable  and  tax-exempt  debt 
for  an  individual  project  is  very  much 
at  the  forefront  for  many  investors." 

Another  leading  candidate  for 
financing  is  pension  funds;  many 
hold  monies  of  union  members,  who 
have  c  natural  job-generating  interest 
in  expanding  the  infrastructure  base. 
Dr.  David  Bronner,  chief  executive 
officer  of  Retirement  Systems  of 
Alabama  in  Montgomery,  says, 
"Over  the  last  ten  years,  the  only  real 
heavy  growth  of  capital  in  this  coun- 
try has  come  from  pension  funds.  It 
is  altogether  logical  that  these  funds 
can  present  workable  opportunities  to 
strengthen  state  infrastructure  programs.  To 
government  agencies  and  developers  alike, 
we  say,  'Come  to  us  with  an  open  mind 
and  let's  see  what  you  have  to  offer.  We 
can't  say  that  we'll  bite  at  every  proposal, 
but  we're  certainly  willing  to  listen." 

HOW  TO  MANAGE  THE  RISK 


There  is  a  growing  consensus  among 
experts  that  public  spending  on  roads,  rails', 
waterworks  and  communications  —  the 


foundations  of  the  national  economy  — 
must  double  if  America  is  to  rebuild  itself. 

Private-funding  planners  are  often  at  log- 
gerheads with  government  over  how  much 
federal  assistance  they  can  expect  in  the 
public-private  financing  equation.  Yuval 
Cohen,  Ph.D.  and  chief  economist  a{ 
Parsons,  Brinckerhoff,  Quade  &  Douglas,  a 
New  York  transportation  engineering  firm, 
says  that  in  the  transportation  area  in  par- 
ticular, "despite  all  the  recent  discussion 


"Rebuildind5» 
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"Critical  factors  underlying  the  successful 
rebuilding  of  America  include  the  fair  alloca- 
tion of  scarce  public  resources,  clear  risk 
delineation  among  the  parties,  sufficient 
planning  and  controls  and  reasonable  contin- 
gency plans. 

"Perhaps  most  important  will  be  the  contin- 
uous unbiased  analysis  of  physical  progress 
and  changes  to  key  project  assumptions.  The 
parties  must  candidly  address  variations  from 
planned  revenue  and  cost  estimates  to  avoid 
delays  and  changes  to  the  project  economics. 

"Peterson  Consulting  is  devoted  to  helping 
parties  communicate  by  providing  an  inde- 
pendent perspective  on  risks  and  project  per- 
formance. We  present  clear  and  concise 
analyses  of  critical  revenue,  cost  and  sched- 
ule information  to  improve  communication 
and  results." 

DAVID   YURKERWICH,   New  York 
AVRAM   TUCKER,   San   Francisco 

Directors 

peterson  consulting 

Limited  Partnership 


and  interest,  few  viable  privatization  initia- 
tives have  emerged.  Here  lies  the  chal- 
lenge —  entrust  private  entities  with 
risk/reward  incentives 
as  though  they  were 
outright  owners  and 
providers  of  the  ser- 
vice or  facility." 

Cohen  believes  that 
the  banking  communi- 
ty, for  one,  is  well 
aware  of  the  trade- 
offs involved  in  under- 


taking what  has 

traditionally  been 

considered  a 

"public"  project. 

"What  we've 

found  is  that  there 

is  some  lack  of 

communication, 

in  the  sense  that 

most  people  have 

been  sold  on  the 

concept  of  privati- 
zation. Everybody's  for  it.  I  don't  k 
of  anyone  who,  intellectually, 
against  the  idea.  But  once  yo 
into  it,  suddenly  there's  the  re 
ization  that  this  is  a  lot  tough 
than  you  thought." 

One  of  the  natural  impedi 
to  the  public-private  investmen 
equation  is  the  matter  of  politic 
risk.  Gilbert  D.  Porter,  manag 
partner  at  Porter  &  Travers  in 
York,  says,  "It  now  seems  likel 
emerging  concepts  of  public-p 
partnerships  will  dominate  the 
of  infrastructure  project  financi 
the  United  States  throughout 
decade.  These  concepts,  cou| 
with  the  high  degree  of  levera 
required  for  infrastructure  proj 
will  result  in  the  need  for  nove 
approaches  to  assessing  and 
eating  U.S.  political  and  regul 
risks.  We  have  techniques  an 
grams  for  addressing  politico 
in  cross-border  transactions, 
lack  the  courage,  or  candor, 
apply  these  techniques  and  p 
grams  to  our  own  needs." 
In  order  to  qualify  risk,  ma 

ment  is  challenged  to  gather  all  the  of 

tive  information  that  prudence  demon 

Porter  says,  'There  is  a  lack  of  traditi 


rtil:.u, 


track  record  for  creating  insurance  programs 
>r  complex  projects  is  second  to  none.  Literally. 

he  Washington  (D.C.)  Metropolitan  Area      centers,  highways  and  other  major  projects. 


Insit  Authority  picked  Johnson  &  Higgins 
jead  insurance  broker  for  its  underground 
tern. 

aid  the  Maryland  Mass  Transit  Adminis- 
fion  did,  too. 

>o  did  the  Dallas  Area  Rapid  Transit 
fhority  for  its  new  light  rail  project. 

ind  the  Portland  (Oregon)  area  Westside 

it  Rail  Project,  as  well 

liat's  a  track  record  and  then  some. 

lit  don't  think  we're  a  one-track  broker. 

because  these  are  just  a  few  examples 

my  J&H  has  become  the  unquestioned 

ler  in  creating  insurance  and  risk  man- 
lent  programs  for  complex  projects. 

)ur  portfolio  also  includes  programs  for 
Tennessee  Valley  Authority  nuclear 

'er  plants,  a  capital  development 

jram  for  the  Washington  National  and 

es  International  airports,  gas  and  If^l-IlVr^f^lVr 

[trie  utilities,  co-gen  facilities,  convention    -I  ^S*  *^  ^  k_7  v^/1  ^t 


The  reason? 

J&H, is  the  construction  broker  that  can 
apply  global  insurance  resources  to  demand- 
ing project  finance  issues. 

The  combination  of  specialized  J&H 
ConstructionGroup  expertise  and  the  world- 
wide market  clout  of  our  J&H/UNISON 
62-country  network  is  one  that  can  quickly 
focus  sophisticated  services  on  challenging 
needs. 

Those  needs  will  grow  even  more  chal- 
lenging in  the  next  decade  as  private  capital 
accounts  for  a  predicted  30  percent  of  infra- 
structure spending  in  the  U.S. 

That's  when  a  broker  with  a  track  record 
for  solving  tough  problems  will  be  needed 
more  than  ever. 

A  broker  like  J&H. 


J&OIGGINS 

Innovation  Driven  by  Experience. 


JD  INSURANCE  MANAGEMENT  SERVICES;  EMPLOYEE  BENEFIT  CONSULTING  WORLDWIDE. 
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lending  capital  from  the  bank  market- 
place as  well  as  a  lack  of  reliable  liquidi- 
ty through  the  institutional  lender-base. 
There  is  a  need  to  develop  alternative 
sources  of  capital. 

'This  calls  for  innovative  repackaging  of 
various  types  of  rated  and  unrated  paper  in 
a  positive  way.  When  you  have  to  raise  $3 
billion  of  investment  capital,  one  thing  you 
can't  do  is  create  a  single  note  issue  for  that 
amount.  You  have  to  identify  different  tiers 
of  capital  investment,  with  tailored  levels  of 
risk  associated  with  each  tier. 

"Balanced  against  these  needs 
for  creativity  will  be  the  challenge 
to  maintain  the  fundamental  disci- 
plines and  protections  of  risk  allo- 
cation implicit  in  the  project-finance 
model.  Maintaining  the  integrity  of 
this  model  will  be  critical  to  ensur- 
ing that  project  financing  is  a 
viable  long-term  commodity  for  the 
emerging  composition  of  the  new 
lending  community." 

Government 
Regulation  is 
Earmarked  For 
Change 

Government  regulations  can  be 
the  single  largest  barrier  to  the  for- 
mation of  public-private  infrastruc- 
ture partnerships.  At  the  same  time, 
if  government  is  sensitive  to  the 
unique  potential  inherent  in  these 
partnerships,  legislation  can  provide 
a  stable  and  constructive  framework 
for  development. 

As  an  example  of  the  problem,  the 
Transportation  and  Utilities  Finance 
Group  of  Price  Waterhouse,  under 
the  direction  of  senior  manager 
Steven  A.  Steckler,  reports,  "Facilities 
built  with  matching  federal  funds  must  be 
maintained  by  the  grantee  unless  the  feder- 
al government  gives  the  grantee  permission 
to  do  otherwise.  The  grantee  must  repay 
the  feds  if  the  facility  is  sold  or  used  in  a 
public-private  partnership,  even  though  the 
public  use  of  the  facility  does  not  change. 
This  regulation  greatly  hinders  the  ability  of 
state  and  local  governments  to  inject  new 
private  investment  in  infrastructure." 


Says  Eileen  Austen,  president  of  Austen  & 
Associates,  a  Los  Angeles-based  joint-ven- 
ture company  involved  in  private  placement 
and  pension  fund  development,  "For  pri- 
vate investors,  restraints  like  this  are  often 
negative  and  limit  interest  and  involvement. 
If  restrictions  can  be  moderated  to  increase 
the  flow  of  private  capital  into  the  infra- 
structure stream,  both  government  and  the 
private  sector  will  benefit.  This  is  the  chal- 
lenge in  the  legislative  area." 


"RebuildintfSSL- 
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"The  prospect  of  privatization  in  rebuilding 
this  nation's  infrastructure  makes  several 
exciting  and  fundamental  promises  —  lower 
capital  costs,  lower  operating  costs  and 
improved  services.  At  the  same  time,  the  pub- 
lic sector  remains  ultimately  responsible  for 
safeguarding  the  public's  interest  and  provid- 
ing the  required  services  if,  for  whatever  rea- 
son, the  contractors  or  developers  fail  to 
deliver  on  their  promises. 

"To  satisfy  this  need,  our  company  has  cre- 
ated a  unique  Project  Management  Oversight 
program,  one  that  alerts  government  to  cost, 
schedule  or  quality  problems  early  enough  so 
that  corrective  measures  can  be  implemented. 
This  service  provides  that  extra  measure  of 
safety  needed  to  maintain  control  and  mini- 
mize risk  without  actively  interfering  with 
the  contractor's  performance. 

"I  have  no  doubt  that  properly  financed  and 
managed  public-private  sector  partnerships 
can  —  and  will  —  succeed  in  rebuilding 
America." 

IRVIN    E.    RICHTER 

Chairman  &  Chief 
Executive  Officer 
hill  International 


Her  opinion  is  shared  by 
James  Durham,  senior  vice 
president  and  general  coun- 
sel of  the  Philadelphia 
Electric  Company.  He  says, 
"One  of  the  things  we've 
forgotten  how  to  do  in  this 
country  is  solve  problems  in 
a  responsible  manner. 
There's  a  tendency  to  put 


'hired  guns'  on  all  sides  of  an  issue.  Yi 
see  this  working  with  major  political  pr 
lems  today.  If  you  get  members  of 
Congress  to  be  honest  with  you,  they  w 
basically  tell  you  that  various  interests  h 
counterbalanced  each  other  to  the  poin 
where  nobody  is  going  to  offend  any  oj 
these  interests;  therefore,  nothing  is  goi 
to  get  done. 

"Some  say  it's  up  to  government  to 
back  off.  That's  an  easy  and  traditiorj 
answer.   But  I've  often  told  people  the  I 
private  industry  wants  out  of  kl 
islative  efforts  is  a  slight  compil 
tive  advantage.  Without  a  ver| 
broad  collaborative  effort  that 
takes  into  account  the  interests 
everybody,  we'll  have  a  hard 
rebuilding  this  nation." 

Lessons  From  EurcI 


Perhaps  no  other  infrastructu 
project  in  recent  years  has  reel 
as  much  attention  as  the  Engli 
Channel  Tunnel  (See  photo  bek 
Begun  in  1 984  when  the  Britis 
and  French  governments  signc 
accord  granting  mutual  natior 
support  for  the  project,  the  S 1  j 
lion  construction  effort  is  exf 
to  be  completed  sometime  in 

The  30-mile  Kent,  England  to 
Calais,  France  underpass  will  h^ 
three  tunnels:  one  to  provide  trc 
vice,  one  to  handle  cars  and  bul 
and  the  third  to  act  as  a  service  i 
ty  for  maintenance  and  ventilati 

"The  financing  structure  for  J 
project  is  indeed  unique,"  say 
Alain  Estiot,  vice  president  of  * 
Cofiroute  Corporation,  the 
California  affiliate  of  Cofirout 
French  private  toll  road  comr. 
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YOU  THINK  HIGH  TECHNOLOGY  REQUIRES  INNOVATION, 

[AGINE  INSURING   IT.  Advanced  scientific  disciplines  like  solar  cell  technology  and  genetic 

]ineering  are  exploding  with  possibilities.  And  fraught  with  hidden  risks.  The  professionals  at  AIG  Companies  who 

zrwrite  these  and  other  specialty  risks  possess  a  much-sought-after  talent:  the  ability  to  evaluate  the  unknown 

assess  businesses  on  the  cutting  edge  oj  technology.  Over  the  years  we've  developed  the  necessary  rational 

and  intuitive  talents  to  a  degree  most  others  have  not.  It's  part  ojwhy  AIG  is  a  global  organization  known  for  its 

native  insurance  solutions.  Particularly  when  dealing  with  endeavors  as  complex  as  capturing  the  energy  of  the  sun. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 
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"Decay  in  America's  infra- 
structure has  reached  alarming 
proportions.  As  a  leading 
insurer  of  municipal  bonds  that 
has  written  over  $90  billion  in 
principal  amount  of  insurance, 
Financial  Guaranty  Insurance 
Company  sees  first-hand  the 
formidable  challenges  state  and 
local  governments  now  face. 

"In  fact,  with  limited 
resources  available  and  a  sharp 
slowdown  in  growth,  issuers 
have  shifted  away  from  proper- 
ty taxes  and  moved  toward 
user-based  revenues  as  a 
source  of  debt  repayment.  In 
197S,  just  one  third  of  all 
newly  issued  municipal  bonds 
were  revenue  bonds;  two  thirds 
were  backed  by  issuers'  taxing 
power.  In  1991,  over  66%  of  all 
newly  issued  municipals  were 
revenue  bonds. 

"The  current  tax-exempt 
market  will  continue  to  meet 
the  financing  needs  of  infra- 
structure projects  that  have 
proven  revenues  adequate  to 
support  debt  repayment.  The 
challenge  lies  in  providing  mar- 
ket access  for  the  non-tradi- 
tional issuer  or  unproven  infra- 
structure initiative." 

ANN    C.    STERN 

President  &  Chief 
Executive  Officer 
Financial  Guaranty 
insurance  company 


"The  debt  has  been  provided  by  a  group 
or  more  than  200  banks  and  the  European 
Investment  Bank,  the  financial  branch  of 
the  EEC.  This  is  a  good  example  of  how 
the  private  sector  in  Europe  has  been  able 
to  work  together  to  develop  a  program  that 
will  apparently  be  beneficial  to  all." 

For  decades,  there  were  attempts  to  struc- 
ture the  project  with  public  funds.  But  this 
proved  cumbersome,  and  didn't  work.  As' 
Estiot  notes,  "The  project  was  extremely 


unique  and  immense.  Here  we  had  a.situa 
tion  in  which  the  size,  technical  require- 
ments and  financing  needs  demanded  a 
huge  level  of  commitment  by  all  communi- 
ties —  government, 
design,  construction 
and  banking. 

"This  is  an  example 
of  an  infrastructure 
project  that  was  need- 
ed, and  handled  main- 
ly through  the  coopera- 
tion of  public  sector  consent  and  private 
sector  financing.  I  believe  this  type  of 
public-private  collaboration  can  meet  with 
the  same  success  in  the  United  States  in  a 
variety  of  ventures." 

Upgrading  Our  ports 
And  airports 

Our  nation's  airports  are  also  under 
tremendous  strain.  Of  the  25  busiest  air- 
ports in  the  world,  1 5  are  in  the  U.S.,  serv- 
ing more  than  455  million  passengers  each 
year.  For  many  of  these  facilities,  traffic  is 
soon  expected  to  surpass  capacity. 

But  rebuilding  and  expansion  plans  have 
been  difficult  to  implement.  Chicago's 
much-touted  $10.8  billion  third  airport 
project  was  recently  abandoned  due  to 
opposition  from  airlines  that  considered  it 
too  expensive  —  and  Denver's  new  $3  bil- 
lion international  airport,  although  sched- 
uled to  open  later  this  year,  is  also  coming 
under  these  pressures. 

One  beacon  for  change,  however,  is  the 
new  Pittsburgh  International  Airport,  which 
opened  this  past  October.  To  help  fund  its 
$1 .06  billion  cost,  the  Allegheny  Confer- 
ence on  Community  Development,  a  group 
of  more  than  50  of  Pittsburgh's  largest 
corporations,  successfully  solicited  $85 
•million  in  state  funds  to  get  the  ball  rolling. 
That  private  effort,  coupled  with  US  Air's 
$30  million  commitment  to  install  an  auto- 
mated baggage  handling  system  and  new 
cargo  facility,  delivered  the  one-two  punch 
necessary  to  generate  the  bulk  of  public 
sector  funding. 

The  National  Council  of  Public  Works 
reports  that  America's  ports  need  a  $4.2 
billion  program  for  deepening,  if  they  are 
to  continue  to  attract  the  mercantile  flow 


of  trade.  But  how  can  these  projects 
funded?  Will  the  private  sector  be  at 
step  into  the  breach? 
Evans  Barba,  chairman  and  chief  e> 
tive  officer  of  Barl 
International  lnc.,1 
headquartered  inl 
Cherry  Hill,  New 
Jersey,  works  wit| 
public  agencies, 
authorities  and  pi 
vate  enterprise  oi 
wide  variety  of  construction  and  port-il 
ed  financing  programs.  He  says  it  is 
essential  to  have  an  overall  view  of  tW 
public  and  private  scope  of  a  given  pn 
gram  to  manage  the  flow  of  work  anc 
ensure  that  it  proceeds  correctly. 
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"There  is  a  growing  recogni- 
tion among  many  of  us  in  the 
private  sector  that  government 
resources  are  not  sufficient  to 
rebuild  this  nation's  infra- 
structure at  a  meaningful  rate  J 
The  inability  of  state  and  local  j 
governments,  with  federal 
assistance,  to  create  enough 
capital  to  undertake  these  pro- 
jects is  having  a  negative 
impact  on  industry  and  limits 
the  supply  of  job  opportunities 

"From  our  company  stand- 
point, the  likelihood  of  aggres- 
sive risk  management  prac- 
tices and  the  use  of  sophistic 
ed  insurance  programs  is  of  tei 
greater  in  private  projects. 

"If  the  United  States  is  goini 
to  continue  to  be  a  major  playe 
in  the  global  economy,  there  i 
clearly  something  to  the  idea 
that  the  private-sector  initia- 
tive can  be  transferred  to  wh 
have  historically  been  public 
provided  services." 

DAN    KNISE 

Chairman, 
Construction  Group 
Johnson  Se  HlQCi 


We're  Helping  Rebuild  America 
From  The  Inside  Out. 


As  a  sponsor  of  the  Forbes  Conference  on 
lebuilding  America,  we're  interested  in  meeting  con- 
ractors,  engineering  and  design  firms,  and  public 
id  private  owners  interested  in  financing  infrastruc- 
re  projects,  to  discuss  issues  and  opportunities. 
Now,  with  the  Cold  War  over,  there's  a  fresh 
)cus  on  rebuilding  America's  entire  infrastructure. 
iih  our  global  reach  and  experience,  Willis  Corroon 
m  ides  a  better. perspective  on  owners'  and  con- 
it  tors'  needs  than  less  experienced  brokers. 

As  the  leading  insurance  broker  to  the  construc- 
)ii  industry,  we  assist  owners  and  contractors  with 
|ject  Financing  and  Wrap-ups. 
And  we've  long  been  the  leaders  in  Surety 


Bonding,  where  the  contractor's  proper  financial 
structure  is  of  vital  importance. 

Willis  CoiToon  is  a  leading  expert  on  privatiza- 
tion issues,  which  is  one  way  around  the  lack  of 
federal  and  local  funds. 

Help  in  this  area  is  badly  needed  because  of  the 
scarcity  of  funds  for  highways,  bridges,  tunnels  and 
all  the  other  neglected  parts  of  our  infrastructure. 
Willis  Corroon.  The  construction  industry's  broker. 

WILLIS  CORROON  ^ 

For  more  information,  contact  Len  Bullock  at  (800)  999-6702 
Willis  Corroon  Plaza,  26  Century  Boulevard,  Nashville,  TN  37214 
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"There  are  numerous,  critical  decisions 
that  need  to  be  made  at  the  earliest  possi- 
ble time  in  terms  of  projecting  the  various 
design  and  construction  services  costs 
incurred  in  bringing  a  program  to  fruition," 
says  Barba.  "Through  this  process,  deci- 
sions must  also  be  made  as  to  the  types  of 
contracts  that  are  going  to  be  established, 
and  what  the  terms  and  conditions  of  those 
contracts  are  going  to  be. 

"Once  you  have  the  players  in  line  and 
you  have  a  cost  estimate  for  completion, 
the  question  is,  how  do  you  control  it? 
The  dollars  are  huge.  You  have  to  estab- 
lish an  approach  to  accomplish  the 
task  within  a  set  framework  of  time 
at  the  proper  price.  This  requires 
setting  up  contract-management 
mechanisms  that  enable  you  to 
proactively  manage  the  program  to 
avoid  and  minimize  claims,  which 
can  be  devastating  in  these  large 
projects.  The  only  way  to  accom- 
plish this  is  to  develop  proper  con- 
tracts up  front  and  keep  a  tight 
rein  on  project  management  con- 
trol and  claims  mitigation  systems 
to  ensure  that  your  ultimate  budget 
objectives  are  realized." 

Barba  believes  that  the  infusion 
of  private  capital,  with  government 
support,  is  the  only  way  we  can 
maintain  a  world-class  position  in 
sea  transport. 

The  Strength  Of 
Independent  Power 
Projects 


"This  venture  is  a  prototype  for  what  we 
all  feel  will  be  other  excursions  into  this 
developing  sector,"  Huyck  says.  "The  nice 
thing  about  it,  from  a  pension  fund  invest- 
ment point  of  view,  is  that  it's  a  rifle  shot 
into  a  constructive  asset  that  will  enhance 
the  performance  of  this  nation  in  the^com- 
petitive  world  marketplace.  To  date,  these 
investments  are  realizing  a  rate  of  return  in 
the  low  to  mid-teens  —  and  that's  not  bad." 

Banks  have  also  entered  the  independent 
power  and  cogeneration  arena.  Swiss 
Bank  Corp.,  with  its  U.S.  headquarters  in 
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"The  insurance  industry  has  traditionally 
been  a  key  resource  for  infrastructure  invest- 
ment both  in  the  U.S.  and  throughout  the 
world.  With  large  pools  of  capital  readily 
available  for  local  investment,  we  have  long 
been  viewed  as  reliable  and  logical  partners. 

"Clearly,  if  any  part  of  a  major  infrastruc- 
ture project  —  from  financing  and  bidding  to 
the  safety  of  workers  or  sites  to  be  occupied  — 
is  improperly  structured,  the  whole  industry 
is  in  jeopardy. 

"For  that  reason,  we  anticipate  that  compa- 
nies like  AIG  —  with  broad-based  technical 
expertise  and  financial  resources  —  will 
assume  an  expanding  role  in  any  public- 
private  sector  infrastructure  initiatives." 

MARK   E.    REAGAN 

PRESIDENT,    BOND   DIVISION 
THE   AIG    COMPANIES 


If  one  were  to  prepare  an  inventory  of 
the  top  1 0  infrastructure  needs  in  the  coun- 
try, electric  power  generation  would  prob- 
ably lead  the  list  in  terms  of  capital 
requirements.  It  is  the  most  capital-inten- 
sive industry  in  the  world. 

Philip  Huyck,  senior  vice  president  of  the 
Trust  Company  of  the  West,  a  Los  Angeles- 
based  pension  fund  management  company 
that  administers  $33  billion  in  assets,  is  a 
strong  believer  in  power  generation.  So 
much  so  that  he  and  his  group  in  New  York 
have  placed  $200  million  of  union  pension 
monies  into  the  independent  power  and 
cogeneration  industry. 


New  York,  has  provided  nearly  $4  billion 
in  debt  placement  to  the  independent 
power  industry  over  the 
last  six  or  seven  years. 

The  bank's  project 
finance  division  is  run  by 
First  Vice  President 
Charles  O'Neil.  With  a 
team  of  1 2  officers  dedi- 
cated to  power  project 
financing,  Swiss  Bank 
Corp.  has  become 
involved  in  a  variety  of 
endeavors,  from  geother- 
mal,  bio-mass  and  waste 


coal  to  more  traditional  gas-fired  anc 
pulverized  coal-fired  facilities.  O'Neij 
group  acted  as  agent  bank  in  the  cor 
struction  of  the  first  large  independen) 
power  project  in  Hawaii,  Kalaeloa 
Partners,  a  $220  million  low-sulfur, 
fired  210-megawatt  facility,  which  pr 
vides  power  to  the  Hawaiian  Electric 
Company.  Swiss  Bank  Corp.  was  al 
the  agent  bank  for  a  $457  million  pi 
ized-coal  project,  the  Chambers  Cogl 
eration  Project,  a  224-megawatt  faci| 
in  New  Jersey. 
O'Neil  says,  "People  have  learned  sc 
valuable  lessons  from  the  power 
industry  as  to  how  private  capita 
tion  can  work  competitively  to  b| 
additional  electrical  capacity.  Tl 
value  of  these  power  projects  is  I 
municipalities  can  provide  a  lot  1 
service  for  less  cost  when  one  b  gi 
the  privatization  concept  into  pl| 

Meeting  The  Dema 
For  Highways  And 
Toll  Roads 


As  America's  population  gn 
and  new  factories  and  shoppi 
centers  are  built,  new  roads  ar 
needed  to  support  them.  The  sj 
of  such  projects  is  enormous, 
infrastructure  development  ass 
an  elemental  role  of  national  i 
tance.  We  know  from  the  day 
the  "New  Deal"  and  the  Eisenl 
era  interstate  highway  develo| 
projects  that  building  roadwa 
ates  countless  jobs  and  increa 
economic  activity.  That  is  what  we  n» 
now,  but  government  is  powerless  to 
all  the  funding. 

Forty  percent  of 
federal  highways  a 
poor  to  only  fair  0 
tion,  according  to  tl 
Department  of  Tran 
portation.  Althoug! 
Intermodal  Surface 
portation  Efficienc 
which  came  into  b( 
one  year  ago,  prov 
$155  billion  of  fe 

(Continued  on 
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favor 
investments  in 
infrastructure, 
roads,  bridges, 
airports  and  the 
environment... 
that  will  give  us  a 
bigger  payback  in 
the  future.... 

President-Elect 
Bill  Clinton 


The  new  Administration  could  transform 
investment  in  america's  infrastructure  into 
a  major  business  focus  for  the  future.    but 
the  new  environment  will  still  present  the 
challenge  of  leveraging  scarce 

resources  for  maximum  return 

for  the  government  agencies 
responsible  for  implementing 
projects  and  for  the  private 
enterprises  contracted  to  build 
and  run  them. 


Coopers  &  Lybrand,  with 
experience  in  both  worlds, 

...    . 

can  help.   We've  worked  with 
government  at  all  levels  and 
with  corporations  of  all  sizes 
to  leverage  capital  and  staff 

capabilities.  —*-**£ 


■    Performing  project  feasibility 
studies,  helping  structure 
and  negotiate  financing,  and 
overseeing  construction.      ^m& 


IN  the  areas  of  energy,  transportation, 


REAL  ESTATE,  UTILITIES,  THE  ENVIRONMENT, 
PRIVATIZATION  AND  CONSTRUCTION  SERVICES. 


as  the  interests  of  the  public  and  private 
sectors  converge,  you  can  count  on 
coopers  &  lybrand.   together,  we  can  help 
rebuild  America.  .1 
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NASDA 
AND  STATES: 
PARTNERS  IN 

ECONOMIC 
DEVELOPMENT 


By  Miles  Friedman 
Executive  Director 


State  economic  development  agencies  are 
playing  an  ever-expanding  role  in  America's 
business  development.  At  a  time  when  many 
are  discussing  a  shrinking  capacity  for  federal 
assistance,  state  economic  development  has 
grown  into  a  $1  billion  industry. 

The  National  Association  of  State  Develop- 
ment Agencies  (NASDA)  is  the  national  umbrel- 
la organization  for  state-level  economic  devel- 
opment agencies  throughout  the  country. 
NASDA  is,  therefore,  a  vital  partner  in  efforts 
to  stimulate  business,  leverage  investment,  nur- 
ture growing  firms  and  assert  U.S.  export 
power  in  an  increasingly  integrated  world 
economy  —  all  in  the  pursuit  of  creating  and 
preserving  jobs  and  strengthening  local 
resources.  It  is  this  dedication  by  states  to  help 
businesses  and  communities  grow  that  has 
made  them  increasingly  concerned  with  the 
need  to  upgrade  America's  infrastructure. 

The  Winds  of  Change 

States  have  vastly  expanded  the  focus  of  their 
economic  development  programs  in  the  last  ten 
to  fifteen  years,  concentrating  resources  not  just 
on  the  traditional  investment  attraction  function, 
but  also  on  the  retention,  expansion  and  incu- 
bation of  home-based  industries.  By  the  late 
1 980s,  states  were  spending  as  much  money 
nationally  on  assisting  in-state  firms  as  they 
were  on  drawing  in  new  firms  from  the  outside. 
Many  states  have,  in  fact,  made  retention, 
expansion  and  incubation  their  top  economic 
development  priorities.  In  this  regard,  an 
increasing  number  of  states  are  networking  with 
their  communities  in  their  efforts  to  better  under- 
stand and  reach  out  to  in-place  businesses. 

At  the  same  time,  the  investment  attraction 
function  has  become  a  far  more  highly  planned 
and  targeted  effort  than  it  once  was.  States  are 
developing  strategic  plans,  targeting  industries, 
exploring  potential  sources  of  investment  in 
other  countries,  and  assessing  the  return  on 


investment  that  the  state  gets  when  a  particular 
company  locates  there. 

Perhaps  the  biggest  change  in  the  way  states 
pursue  economic  development  is  in  the  types  of 
incentives  being  used.  Once  totally  reliant  upon 
tax  breaks  to  entice  firms  to  their  states,  develop- 
ment officials  have  a  wider  toolbox  now,,  reflect- 
ing the  growing  concern  for  the  heeds  of  in-state 
businesses  and  the  increasing  tendency  to  target 
attraction  activities.  This  involves  more  tailoring 
of  incentive  packages,  as  opposed  to  simply  mak- 
ing them  deeper  and  deeper.  In  fact,  infrastruc- 
ture, along  with  job  training,  are  the  incentives 
cited  by  states  as  among  their  most  valuable. 

THE  GROWING  NASDA 
NETWORK 

NASDA  works  closely  with  its  members  to 
ensure  a  cross-fertilization  of  ideas  among  states, 
and  to  maximize  cooperation  at  all  levels  of  gov- 
ernment and  the  private  sector.  In  NASDA  mem- 
bership, states  have  a  mechanism  for  accessing 
information  on  all  aspects  of  economic  develop- 
ment, for  providing  training  and  technical  sup- 
port and  for  collectively  dealing  with  the  federal 
government  and  other  key  national  associations 
and  private  enterprise  groups. 

The  organization  has  made  it  possible  for 
states  to  move  quickly  and  effectively  with  its 
expansive  offering  of  member  services  and  pub- 
lications. New  incentive  programs  are  pub- 
lished in  NASDA' s  Directory  of  Incentives  for 
Business  Investment  in  the  United  States,  a 
unique  state-by-state  compilation  of  all  financial 
incentives  offered  to  businesses.  NASDA's 
Survey  of  State  Economic  Development 
Expenditures,  which  is  published  every  two 
years,  documents  the  ever-changing  ways  that 
states  organize  for  economic  development.  And 
the  State  Export  Program  Database,  which  is 
also  published  biannually,  monitors  the  growth 
of  many  trade-development  programs. 

CENTRALIZED  INFORMATION 
FOR  DEVELOPING  ISSUES 

In  the  past  two  years,  NASDA  has  conduct- 
ed strategic  planning  exercises  for  half  a 
dozen  states.  It  maintains  this  information  at 
its  Washington  office  and  offers  centralized 
information  about  on-site  technical  assistance 
and  training  on  a  variety  of  issues,  such  as 
public-private  partnerships,  intrastate  net- 
works, rural  development,  export  advance- 
ment, business  financing  and  the  establishment 


of  enterprise  zones. 

In  recent  months,  NASDA  has  develo| 
guide  called  Tips  on  Program  Evaluation; 
offers  help  to  members  in  improving  thei 
das  and  procedures.  Often,  at  the  reque 
member-states,  surveys  are  conducted  a 
results  distributed  to  the  entire  membersh 
Recent  topics  include  foreign  direct  inves 
attraction,  brokering  joint  ventures,  incei 
for  the  travel  and  tourism  industry,  mark 
initiatives  in  the  third  world,  rural  develo 
programming,  business  retention  progra 
and  the  use  of  special  in-state  and  out-of 
offices.  A  survey,  currently  in  progress,     | 
update  information  on  state  infrastructun    Uj 
opment  programs. 


it 


Special  Services  For 
National  And  Global 
Enterprise 


una 


NASDA  also  operates  seven  special 
"Division"  programs,  offering  special  s€ 
training  and  annual  meetings  to  those  v 
vital  programs  within  state  development 
cies.  These  include  International  Trade 
Investment,  Business  Financing,  Econorr 
Development  Research,  Employment  an 
Training,  Sub-State  Economic  Developn 
Investment  Attraction.  The  newest  divis. 
Tourism  Development,  uses  national  coi 
ences  and  a  special  newsletter  to  asses 
connection  between  travel,  tourism  and 
nomic  development. 

A  cooperative  agreement  with  the  U.S 
for  International  Development  has  provi 
NASDA  with  grant  funds  that  can  be 
states  tfiat  help  generate  the  export  of  U. 
goods,  services  and  technologies  to  d 
nations.  Pilot  programs  with  the  U.S.  an 
Foreign  Commercial  Service  of  the  Com 
Department  are  helping  to  promote  joint 
efforts.  And  its  work  with  the  U.S.  Ti 
Development  Program  provides  informa 
states  so  that  U.S.  businesses  can  take  ex 
of  overseas  procurement  opportunities. 

NASDA's  innovative  programs  and  t 
expanding  scope  of  issues  covered  are 
that  a  new  age  has  dawned  in  state  eci 
development.  The  Forbes  Inc.  conferenj  ^^ 
"Rebuilding  America,"  which  NASDA  I 
endorsed  and  assisted  with,  is  a  clear 
pie  of  the  interest  that  states  and  cities  I 
finding  solutions.  We  look  forward  to 
tinued  partnerships  as  we  all  face  H. 
of  this  decade  and  beyond. 
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Seduce  risk.  Increase  efficiencies. 

Resolve  disputes. 


c  are  independent  project  advisors      perspectives  help  focus  project  planning. 


:Iping  you  manage  risk,  control 
fits  and  achieve  objectives. 

r  more  than  a  decade,  Peterson 
nsulting  Limited  Partnership  has 
en  helping  lenders,  owners,  designers, 
ntractors,  and  insurers  avoid  delays, 
mage  costs  and  improve  results.  We 
Ip  assess  project  feasibility,  monitor 
jgress,  and  negotiate  changes  and 
ims.  We  deliver  clear,  independent 
ityses  of  critical  revenue,  cost  and 
tedule  information  —  improving 
nmunication  and  results. 

loe  right, 
lime, 
mdget 

structure 

mities 

ivate 

prpriseare 

sing— 

the 

Ued  risks  and  complexities.  With 
regulators'  and  investors' 
ids  for  accountability  and  quality' 
lance  increase  as  well. 

|uce  your  riskj  Our  independent 
lytical,  technical  and  managerial 


Risks  can  be  more  fully 
analyzed  and 
properly 
allocated. 
Contingency 
plans  can  be 
developed 
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helps  control  risk.  Analyzing  project 
performance  increases  efficiency  and 
facilitates  problem-solving.  Clear, 
concise  information  improves 
|vk      communication  and 
\    mitigates 


and  costs  better  estimated. 

Increase  your  efficiencies.  Having 

analyzed  thousands  of  complex  disputes 

involving  billions  of  dollars,  Peterson 

Consulting^  400  professionals  know  how 

to  help  you  avoid  cost  overruns  and 

achieve  your  economic  objectives.  We 

combine  financial,  economic,  accounting, 

engineering  and 

management 

expertise.  We 

develop 

controls, 

oversee 

and 

support 

operations, 

monitor  changes,  and  resolve  disputes  - 

helping  ensure  efficient,  successful 

completion  of  projects. 

Protect  your  bottom  line.  Thorough, 
objective,  analysis  of  project  economics 


disputes. 
All  are  keys  to  achieving 
objectives.  Protect  your  bottom  line. 
Call  Peterson  Consulting. 

Peterson  Consulting  provides 
economic,  financial,  accounting, 
engineering,  systems  and 
management  expertise  in: 

Project  management 
Construction  matters 
Information  management  systems 
Damage  analysis 
Environmental  matters 
Insurance  analysis  and  claims 
Intellectual  property  disputes 
Regulatory  litigation 
Lost  profits  analysis 
Bankruptcy 
Business  valuation 
Financial  institution  litigation 
Government  contract  matters 


eterson  Consulting 


ited  Partnership 

\ig  clients  manage  the  economics  of  disputes,  regulation  and  change. 


4*4/873-9960  •  Austin  512,472-3400  •  Boston  617/261-0046  •  Chicago  312/922-9500  •  Dallas  214/658-1717  •  Denver  303  825-4504  •  Detroit  313963-62O0  •  Houston  713/951.9 
011-14-71-628-6666  -Los  Angeles  213/488-4200  •  Miami  305/374-0202  ♦  Milwaukee  414/276-5500  •  Minneapolis  612  338-3012  'New  York  212319-5100  •  Philadelphia  215'851-95 
602/271-4420    •    Pittsburgh    412/281-8585    •  San    Francisco    415/956-3654    •    Seattle    206/622-3322    •    Tampa    813  222-8100    •    Washington    D.C.    202/887-55 
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(Continued  from  page  10) 

monies  for  highways  and  mass  transit 
through  1 997,  this  is  not  nearly  enough. 
Where  will  the  rest  of  the  money  come  from 
for  the  necessary  expansion? 

Banks  and  private  and  institutional  mar- 
kets are  the  answer,  according  to  Dr.  Yuval 
Cohen,  chief  economist  at  Parsons, 
Brinckerhoff,  Quade  &  Douglas.  "This  is  a 
reality,"  he  says.  "There  is  no  other  option. 
But  many  of  us  are  aware  that  there  are 
only  a  handful  of  new  toll  roads  that  are 
able  to  be  profitable  on  a  project-finance 
basis.  Most  take  up  to  a  full  decade 
to  be  wholly  self-supporting.  This  is 
where  the  public  sector  can  step  in, 
by  providing  some  form  of  credit 
backstop  for  stand-alone  projects." 

Some  openings  are  appearing. 
Citicorp  is  currently  leading  the 
financing  for  the  SR-91  toll  road  in 
Orange  County,  California,  with  a 
combination  of  bank  and  insur- 
ance monies.  With  Americans' 
inherent  resistance  to  higher  taxes, 
these  private-sector  ventures  may 
be  the  only  way  to  rebuild 
America's  highways. 

Addressing  The 
Growing  problems  Of 
Waste  management 


One  of  the  largest  challenges 
facing  the  nation  is  the  reclamation 
and  disposal  of  waste  materials. 
Not  only  are  many  of  our  landfills 
at  capacity,  but  the  cost  of  off-site 
hazardous  waste  treatment  is  escalating 
at  a  staggering  rate.  In  1 970, 
the  cost  to  incinerate  a  ton  of  haz- 
ardous waste  was  $  1 00.   By  1 990  it 


had  risen  to  almost  $1,300. 

"We  have  to  face  the  fact  that  the  prob- 
lem of  waste  will  not  go  away,"  says 
Jonathan  Frank,  president  of  Compost 
America  in  Doylestown,  Pennsylvania. 
"It's  one  of  the  most  critical  issues,  espe- 
cially in  the  most  densely  populated. areas 
of  the  country,  and  cities  are  under  a 
great  deal  of  pressure.  One  problem  is 
that  waste  removal  is  usually  controlled  by 
municipalities  that  have  neither  the 


"Rebuildinjf5» 

■tCmerica 


"With  this  country  going  deeper  into  debt,  to 
be  able  to  bring  in  other  types  of  financing 
vehicles  without  putting  the  burden  on  the  fed- 
eral government  makes  ultimate  good  sense. 

"Elsewhere,  private  initiatives  are  begin- 
ning to  work.  Mexico  is  an  excellent  example. 
It  is  offering  incentives  for  U.S.  business  to 
enter  the  marketplace,  finance  project  devel- 
opment and  then  run  and  even  own  facilities 
for  a  period  of  time.  This  provides  jobs  and 
profits  for  American  enterprise.  There's  no 
reason  why  we  can't  do  the  same  thing  in  our 
own  backyard. 

"Our  company  is  in  the  business  of  insuring 
risk  and  this  is  something  we  are  keenly 
interested  in." 

LEN    BULLOCK 

President  &  Chief 
Executive  Officer 
Willis  Corroon 


funding  nor  the  technological  expertise  to 

manage  the  situation." 
But  municipalities  are  starting  to 
bring  in  private  enterprise. 
John  M.  Kehoe  Jr.  is  president 
of  Wheelabrator  in  Hampton, 
New  Hampshire,  which  oper- 
ates 14  trash-to-energy  plants 
in  various  sections  of  the 
country.   He  believes  that 
"now,  more  than  ever,  we  will 
see  the  union  of  private  com- 
panies and  public  utilities.    It 
behooves  them  to  have  a  spir- 
it of  cooperation,  as  the  pri- 
vate sector  demonstrates  that 


these  projects  can  be  brought  in  on 
time  and  on  budget." 

Insuring  And  Bonding 
Project  Development 

As  government  defers  to  private  ent 
prise  to  enhance  infrastructure  project 
insurance  industries  are  faced  with  th 
task  of  transferring  the  mechanisms  of 
to  the  private  sector.  Along  with  the 
ing  costs  of  project  development  and 
pletion,  there  is  an  increasing  likelih 
that  new  initiatives  will  be  broug 
bear  to  address  these  emerging 
lie-private  partnerships. 

"The  new  thrust  is  that  govern 
is  taking  a  step  back  and  allowin 
the  private  sector  to  move  with  d 
dispatch  by  organizing,  designin 
financing  what  would  normally 
be  considered  government-spons 
public  works  projects,"  believes 
Kenneth  Ryan,  executive  vice  pre 
dent  of  Willis  Corroon  Construct 
Industry  Division-Americas.  "In  d 
this,  there  is  a  modicum  of  risk  th 
we,  in  the  private  sector,  have  no 
been  exposed  to  in  the  past  —  th 
ure  to  complete  a  public-works-ty 
project.  As  the  insurance  and  fir 
cial  markets  look  at  those  new  ris 
they  are  coming  closer  to  really  ii   Man 
fying  those  risk-assuming  financi 
products." 

For  one,  traditional  structures  o 
environmental  hazards  and  culpc 
are  getting  a  fresh  look;  so  too,  c 
new  types  of  owner-controlled  insurer  j 
programs  (wrap-ups).  Ryan  says,  "In  e 
field  of  surety,  we're  behind  the  times*" 
owners  really  want  someone  to  guara  I 
the  completion  of  the  project.  Althouf  f 
may  be  a  stretch,  bonding  companies  i 
financial  institutions  in  partnership  ne 
address  this  issue." 

Can  We  Maintain  Our 
Pr 


lb 


'leader 


prisons, 

but  a  growing  imperative  to  cread 

ones.  In  most  cases  to  date,  these  enti  I 


Stone  &  Webster. 
Building  what  is  most  important 

to  America. 


The  Future. 


When  they  started  their  engineering 
business  in  1889,  Charles  A.  Stone  and 
fdwin  S.  Webster  recognized  the  impor- 
jince  of  new  technology  to  the  future 
|f  America.  They  brought  electric  power 

the  nation,  developed  mass  transit,  and 

signed  and  constructed  complex  civil 

)rks  projects  of  all  types. 
Today,  Stone  &  Webster  remains  a 

)rid  leader  in  infrastructure  development. 


In  transportation,  water,  waste  and  energy, 
we  are  at  the  leading  edge,  providing 
engineering  and  management  services  that 
resolve  industry  problems.  With  advanced 
technology  and  modern  techniques,  we 
are  providing  new  solutions  that  strike  an 
appropriate  balance  between  the  natural 
and  built  environments. 

We  are  continuing  to  build 
America's  future. 


Stone  &  Webster 

Building  the  future 

245  Summer  Street  •  Boston,  Massachusetts  02210  •  (800)  421  -3042 
Other  offices  in  Chattanooga,  Cherry  Hill,  Chicago,  Denver,  Fort  Lauderdale,  Houston,  New  York,  San  Francisco,  Milton  Keynes,  U.K.  &  Toronto 
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have  been  created  with  tax-exempt  bonds. 
The  entry  of  private  companies  into  the  con- 
struction and  operation  of  these  projects, 
however,  is  forcing  government  to  reassess 


ners'  activities  are  done  more  efficiently. 
One  problem  he  sees  is  that  the  laws  that 
apply  to  public  buildings  call  strictly  for 
public  participation  in  the  bidding 
process.  "The  trouble  with  public  bid- 
ding," says  Franklin,  "is  that  you  may 
have  already  found  someone  who  has  a 
unique  design  concept  and  a  particular 
ability  or  technology  to  do  the  project.  If 
you  have  to  open  it  up  to  all  public  bid- 
ders, you  may  not  wind  up  with  the  person 
you  believe  is  the  best  one  for  the  project." 


the  entire  process,  from  bidding  on  the 
projects  to  managing  the  operations. 

David  Franklin,  a  partner  at 
Pepper,  Hamilton  &  Sheetz  in 
Philadelphia,  states,  "One  of  the 
problems  in  the  case  of  public-pri- 
vate partnerships  as  they  particularly 
relate  to  new  prison  development  is 
that  there  is  a  natural  public  concern 
that  the  private  partner  is  profiting  at 
the  expense  of  the  public  —  and  that 
the  public  sector  is  permitting  its 
resources  to  be  used  for  the  benefit 
of  the  private  partner,  rather  than  for 
the  general  public." 

Initially,  private  sector  partners  act 
as  project  managers  to  build  the 
facility.  Thereafter,  they  may  enter 
into  a  management  agreement  with 
the  public  agency  to  actually  man- 
age the  facility.  However,  as 
Franklin  says,  "That  has  to  be  within 
limited  parameters,  in  order  to  per- 
mit the  project  to  be  financed  on  a 
tax-exempt  basis." 

Historically,  hospitals  have  been 
owned  primarily  by  non-profit  corpo- 
rations. The  public-private  partner- 
ship has  functioned  so  that  a  public 
agency  issues  tax-exempt  bonds  to  finance 
the  project,  and  then  lends  the  proceeds  to 
the  non-profit  corporation  to  construct  the 
project  and  operate  it.  The  public 
agency's  participation  is  simply  as  a  non- 
taxable issuer;  it  doesn't  get  involved  in 
the  actual  design,  construction  or  technical 
maintenance  of  the  project. 

Franklin  is  optimistic  about  public-pri- 
vate partnerships  and  believes  that  a  nunv 
ber  of  instances  prove  that  private  part- 


^5  Rebuilding™ 

AMERICA 


The  Opportunities  In 
Developing  Industrial 
Projects 

Private-sector  development  has  become 
crucial  in  the  industrial  rebuilding  area. 
Says  Donald  Kyle,  vice  president  of  the 
Union  Bank  of  Switzerland  (UBS),  "As  a 
financial  institution,  we  get  involved  as  a 
financial  adviser  or  as  a  provider  of  funds 
to  initiate  project-finance  applications  that 


"As  a  provider  of  business  and  financial 
advisory  services  to  clients  in  both  the  public 
and  private  sectors,  we  are  closely  following 
and  promoting  the  converging  interests  of 
our  clients  on  both  sides  of  the  public-private 
partnership  issue. 

"We  advise  our  government  clients  on  pro- 
ject feasibility,  selection  and  follow-through 
in  structuring,  negotiation,  financing  and  pro- 
ject management.  For  our  private-sector 
clients  —  financiers,  builders  and  operators  — 
these  partnerships  represent  a  new  universe 
of  potentially  profitable  investment  projects 
in  a  generally  slow-growth  environment. 

"We  believe  that  public-private  partner- 
ships, properly  structured,  can  be  efficient 
and  practical  vehicles  for  financing  a  wide 
range  of  state  and  local  level  infrastructure 
projects  critical  to  our  future  global  competi- 
tiveness." 

EUGENE    M.    FREEDMAN 

Chairman 

Coopers  <&?  Lybrand 


contribute  to  corporate  solutions.  We,  \ 
also  get  involved  in  making  certain  thq  ;• 
the  fundamentals  of  the  project  work  -41 
the  technologies,  the  contracts  that  sur.U 
port  the  financing,  and  the  overall  prcjl 
structure.  But  we  have  to  draw  a  pret!| 
clear  line  between  who  we're  advisinc 
and  what  we're  lending." 

One  of  UBS's  most  recent  undertakii 
is  the  Naheola  Cogeneration  Project  i 
Pennington,  Alabama.  This  $270  mil 
project-financing  funded  the  acquisitk 
an  existing  power  and  steam-generat 
facility  and  the  construction  of  a  mod 
chemical  recovery  system  conti 
ing  state-of-the-art  environme 
controls.  As  Kyle  notes,  "This 
a  very  visible  transaction  withi 
marketplace  because  it  was  o 
the  few  true  industrial  project 
financings.  The  project  sponso 
included  the  James  River  Corp 
tion  in  Virginia  and  CRSS  Ca 
in  Houston." 

As  Kyle  reports,  "Industrial 
ject  financing  can  improve  eff 
cies  that  benefit  not  only  the  c 
panies  involved,  but  also  the 
lation  at  large." 

The  Challenge  foi 
Renewal  And  Grow 

The  mammoth  undertaking  j 
rebuilding  America's  infrastru 
is  worthy  of  America's  greate 
resource,  competition,  and  tfvi 
enterprise  motives  that  built  o 
nation  the  first  time. 

There  is  no  doubt  that  the 
emerging  public-private  part 
ship  agenda  can  expedite  th 
repair  and  development  of  o 
infrastructure.   Innovative,  collabore 
and  cooperative  efforts  between  go 
ment  and  enterprise  can  well  serve 
underpinning  for  the  renewal  of  ou 
nation's  economic  growth. 


Author  Roger  Ahhens'  work  i 

appeared  extensively  in  cob 

and  business  publications. 

design:  leslie  singer  design, 
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We're 

ready 

when 

you 

are. 


As  municipalities  across  the  country 
continue  to  wrestle  with  the  daunting  task  of 
rebuilding  America's  infrastructure,  FGK 1  s 
innovative  approach  to  bond  insurance  brings 
added  savings  and  security  to  almost  any 
project  funded  by  general  obligation  or 
lease  bonds. 

FGIC  insurance  significantly  lowers  inter- 
est expense,  compared  to  similar  securities 
issued  without  insurance.  (In  1991,  a  typical 
FGIC-insured  general  obligation  bond  saved 
from  5  to  15  basis  points,  compared  to  a  simi- 
lar, uninsured  A-rated  security)  That's  because 


the  bonds  we  insure  are  backed  not  only  by 
our  superior  claims-paying  ability,  but  also  by 
our  Aaa /AAA/AAA  ratings  from  Moody's, 
Standard  &  Poors  and  Fitch. 

To  find  out  more  about  why  FGIC  has 
become  a  leading  insurer  of  G.O.  and  lease 
bonds,  and  how  your  issues  can  benefit  from 
FGIC  insurance,  call  Eric  J.  Shapiro,  Karen  L. 
Dalv,  Joseph  L.  Lebenson,  Mary  VL.  Wright 
or  David  E.  Lopp  at  (212)  312-3000  or 
(800)352-0001. 

You'll  find  they  understand  your  problems 
and  are  ready  with  solutions. 


FGIC 

A  GE  Capital  Company 

Tomorrow's  security.5' 


Construction  delays  and  cost 
overruns  can  eat  you  alive. 


You  Must  Get  Them  Under  Control. 


Rebuilding  .America's  infrastructure  will  require 
some  major  construction  projects.  And  with  am 
major  project,  there  are  major  risks. 

You  can't  avoid  the  risks  or  eliminate  all  the 
problems,  but  Hill  International  can  help  you 
anticipate  and  control  them. 

Hill  pioneered  the  concept  of  Project 
Management  Oversight  (PMO)  to  help  manage 
large,  complex  government  projects.  Today  we 
work  for  owners,  lenders,  and  government 
agencies,  overseeing  projects  from  start  to  finish. 
We  help  keep  even  the  most  complicated  jobs  on 
time  and  within  budget.  We've  been  involved  in 
projects  totaling  over  S20  billion,  with  consistently 
positive  results. 

Our  PMO  services  are  helping  on  Los  Angeles' 
Metro  Rail,  Philadelphia's  Convention  Center,  16 
hospitals  of  the  New  Jersey  Health  Care  Facilities 
Financing  Authoritv,  Florida's  Polk  Count)' 


Courthouse,  Philadelphia's  Railworks,  Frankford 
and  Norristown  Transit  projects,  New  York  harbor's 
Port  Liberte  residential  project  and  Sacramento's 
Light  Rail  project. 

The  PMO  concept  is  a  namral  outgrowth  of 
our  work  in  construction  claims  management  and 
project  management.  As  one  of  the  leaders  in  the 
field  -  with  experience  spanning  over  16  years  and 
more  than  3,000  construction-related  claims  -  Hill 
is  uniquely  qualified  to  recognize  and  resolve  prob- 
lems before  they  become  financial  disasters.  We've 
seen  what  can  go  wrong.  We  know  the  warning 
signs. 

As  you  accept  the  monumental  challenge 
of  rebuilding  America,  let  our  experience  help  you 
control  the  risks  and  control  die  costs.  Call  Don 
Cruver,  President,  Eastern  Region  at  1^800-222-0127 
or  Fred  Samelian,  President,  Western  Region  at 
714474-6280. 


mil 


Hill  International,  Inc. 

One  Levitt  Parkway,  Willingboro,  NJ  08046  •  FAX  609-871-5714  •  Offices  Worldwide 
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CONOMICAREA 
lEVELOPMENT 
OVERUSING  SECTION 

rhe  advertisers  in  this  special  section  are  offering  valuable  industrial  site  and 
area  development  literature  free  and  without  obligation  to  those  FORBES  read- 
ers who  are  involved  with  new  office  or  plant  site  selection  for  their  compa- 
nies. Determining  the  best  available  new  site  for  industrial  expansion  or 
Ration  of  facilities  requires  a  thorough  analysis  and  careful  comparison  of  a  consider- 
jnumber  of  important  factors.  The  purpose  of  this  FORBES  section  is  to  make  it  easier 

for  you  to  obtain  such  information.  The  adver- 
tisers appearing  on  these  pages  are  eager  to 
send  you  literature  to  assist  in  your 
investigations.  Their  brochures  and 
other  information  will  provide 
you  with  much  important  data. 
To  order  any  of  the  literature 
offered,  refer  to  the  postage- 
paid  card  at  the  beginning  of 
the  section.  Simply  circle  the 
numbers  listed  which  corre- 
spond to  the  advertisers  that 
interest  you  and  fill  in  your 
name,  title,  company  and 
address.  They  will  mail  their 
literature  to  you  directly. 
Please  allow  a  reasonable  amount  of 
time  for  processing. 


ARKANSAS 

ONE  OF  THE  FEW  THINGS 
WE  DON'T  MAKE. 


ADVERTISEMENT  2 

FLORIDA-CORAL  SPRINGS 


Ah,  the  provcrhial  "lemon."  The  product  that  was  poorly  designed,  poorly 
produced.  And  poorly  received  by  the  market. 

You  won't  find  lemons  in  Arkansas,  however.  Because  we're  at  the  fore- 
front of  the  new  total  quality  management  approach  to  business. 

Now  a  lot  of  places  pay  lip  service  to  total  quality  management.  But  in 
Arkansas,  our  program  has  real  teeth  to  it.  After  all,  we  were  pioneers  in  the 
concept,  beginning  with  the  formation  of  the  Arkansas  Quality  Management 
Task  Force  in  1986.  Since  then,  we've  built  up  a  statewide  total  quality  man- 
agement network  that  brings  industry,  educational  institutions,  communities 
and  government  together  to  continually  improve  business  productivity.  As  a 
result,  plant  managers  learn  skills  that  directly  impact  the  productivity  of 
their  plants.  Our  success  in  this  area  is  another  reason  we've  been  a  leader  in 
manufacturing  job  growth.  Since  1982,  Arkansas'  manufacturing  employment 
has  increased  over  19  percent  —  compared  to  a  1.7  percent  loss  nationally. 

To  learn  more  about  the  total  quality  man- 
agement advantages  Arkansas  can  offer  your 
business,  call,  write  or  fax  Del  Boyette,  Direc- 
tor of  Industrial  Development,  at  the 
Arkansas  Industrial  Development  Commis- 
sion, One  State  Capitol  Mall,  Little  Rock, 
Arkansas,  USA  72201;  1-800- ARKANSAS  • 
We  work  hard.  (501)  682-2555  •  FAX  (501)  682-7341 
We  work  smart.  1 


MICHIGAN-OAKLAND  COUNTY 

Oakland  County 
Economic  Development 

Oakland  County,  Michigan,  the  nation's  6th  wealthiest  county 
and  3rd  among  those  with  populations  over  one  million,  is  a  lead- 
ing center  for  advanced  technology  and  R  &  D.  Companies  such  as 
Chrysler  Corporation,  General  Motors,  ITT  Automotive,  Nissan  R 
&  D,  EDS,  Fanuc  Robotics,  Siemens  Automotive  and  IBM  are 
located  here.  Plus,  we're  Michigan's  leading  center  for  interna- 
tional commercial  activity,  with  over  400  foreign-owned  firms  and 
joint  ventures  representing 
over  20  countries.  Oakland 
County  is  a  world  technology 
center,  as  well  as  a  world 
industrial  center. 

As  the  state's  leading  eco- 
nomic area,  and  one  of  the 
nation's,  we  offer  advantages  no 
other  county  can  match  in  labor 
force,  strategic  location,  trans- 
portation systems,  education 
and  housing.  To  learn  more 
about  Oakland  County  and 
locating  your  business  here, 
send  for  our  1993  Oakland 
County  Economic  Summary 
and  World  Class  brochures  by 
filling  out  the  response  card  or 
calling  Jeffrey  Kaczmarek  at 
(313)858-0732. 


...rises  to  the  sun,  and  to  the  expectation 
of  decision-makers  every  day. 

FOUR  CORNERS  is  an  innovative  100-acre  business  pai 
located  in  Coral  Springs,  a  city  of  close  to  90,000  with 

median  age  in  the  low  30s  and  one  of  the  highest 
household  incomes  in  the  southeastern  United  States 
Prime  sites  are  available  for  office,  corporate,  reta 
multi-family  and  mixed  use. 


For  details  &  video  t 
please  call  us  to 

l-800-633-4( 


3300  University  I 
Coral  Spr 


NEW  YORK- 
UPSTATE 


In  Upstate 

New  York, 

You'll  Find  A  Refreshing 

Source  Of  Power. 

There  are  a  number  of  very  powerful  reasons  to  con- 
sider locating  your  business  in  Upstate  New  York. 

Thanks  to  an  abundance  of  clean  and  efficiem 
hydropowcr,  we  offer  some  of  the  lowest  power  costs  in  tht 
Northeast.  Hydro  is  not  only  our  least  expensive  source  o 
energy,  it's  also  better  for  the  environment. 

And  since  knowledge  is  also  power,  we  can  provide  yoi 
with  access  to  one  of  the  most  powerful  research  facilitie 
in  the  world  (Cornell  University).  Also,  our  colleges  an 
universities  produce  thousands  of  well-educated,  wcl 
rounded  graduates. 

For  more  information  call  1-800-944-6460, 
ext.  82.  You'll  find  out  what  other  com-  « 

panics  have  already  learned:    there's  +  w*. 

something  in  the  water  here. 


Upstate  New  York  Economic 

I  Jevelopment  Partnership 
835  Canal  Street 
Syracuse,  NY  13210-7907 
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Lahoma 

lahoma. 
Direction 
brica  Is  Moving. 


ADVERTISEMENT  3 

RHODE  ISLAND 


rican  business  is  discovering 
Cure  in  Oklahoma.  Located 
nation's  center,  we  offer  a 
-oriented  workforce,  abun- 

atural  resources,  strong 
ch  and  training  programs 
sophisticated  communica- 
letwork.   Oklahoma's  over- 

of  doing  business  is  lower, 

1 -member  Oklahoma  Busi- 
lies  coalition  can  introduce 
a  variety  of  communities, 
;s  and  sites  —  with  loca- 
kages  that  meet  your  exact 
tions. 

today  for  our  free  color 
e:  Oklahoma:  Points  of  View 


lid,  Oklahoma  Business  Allies 

26980 

City,  OK  73126-0980 
W-879-6552 

J41-5273 
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OKLAHOMA 


RHODE  ISLAM). 
AGGRESSIVE. 
ENTREPRENEURIAL. 
INNOVATIVE. 

Rhode  Island  has  been  making 
headlines  lately  for  the  aggres- 
sive packages  we've  constructed 
to  close  deals  with  companies 
interested  in  locating  here.  As 
the  birthplace  of  the  American 
Industrial  Revolution,  we're 
continuing  our  long  tradition  of 
innovation  with  breakthrough 
financing,  tax  incentives  and 
turn-key  programs  which  cut 
through  the  red  tape  you'll 
encounter  in  other  states.  Plus, 
we  offer  an  available  skilled 
workforce  and  are  strategically 
located  in  the  Northeast 
between  Boston  and  New  York. 

For  more  information,  or  for  a 
customized  proposal,  call  or  write  Joseph  R.  Paolino,  Jr.,  Director, 
Rhode  Island  Department  of  Economic  Development,  7  Jackson 
Walkway,  Providence,  Rhode  Island,  02903.  401-277-2601. 
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H  CAROLINA 


SOUTHEAST  U.S.A. 


IND  OUT  THE 


tM 


REASONS 
BMW  CHOSE 

SOUTH 
CAROLINA. 

Call  1-800-868-7232  or  write 
'ayne  L.  Sterling,  C.I.D.,  Executive  Director 
Carolina  State  Development  Board,  P.O.  Box  927 
>lumbia,  SC  29202.  Fax:  1-803-737-0418 


OrinbuReJyWantTo 

Look  Smait  Choose  A  Site  Location 

That  Has  BelLSouthTtechiiolo^i 

The  South.  It's  all  here.  An  abundance  of 
skilled  labor.  Tax  advantages.  A  high  quality 
of  life.  And  a  state-of-the-art  digital  commu- 
nications network.  For  information  on  the 
BellSouth  region,  call  1-800-835-7620. 


Southern  Bel* 
South  Central  Bel* 
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MARKETING 


EDITED  DY  JOSHDA  LEVINE 


In  China  there  are  375  million  kids  age  3  to  16. 
Anthony  Chirico  thinks  he's  got  a  toy  for  each  of  them. 

China's  dolls 


By  Andrew  Tanzer 


Nanuet's  Anthony  Chirico  (left)  and  Harmony  Gold  Chairman  Frank  Agrama 
Aiming  at  a  market  niche  of  375  million  Chinese  kids. 


Congress  is  hysterical  over  China's 
mounting  trade  surplus  with  the  U.S., 
which  is  nearing  $17  billion  this  year. 
Anthony  Chirico,  founder  of  Los  An- 
geles-based Nanuet  Entertainment, 
hopes  to  do  something  about  it.  Chi- 
rico is  busily  mining  one  of  the  Mid- 
dle Kingdom's  richest  consumer 
niches  as  China  awakens  from  its  so- 
cialist slumber. 

Chirico's  niche  is  kids  between  the 
ages  of  3  and  16,  although  to  call  this 
group  a  niche  is  an  understatement: 
There  are  375  million  of  them  in 
China,  about  one-third  the  popula- 
tion. The  vehicle  to  reach  them  is 
Robotech,  a  line  of  colorful  plastic 


movable  figures  for  boys  and  girls, 
and  an  accompanying  television  car- 
toon series. 

In  the  U.S.  this  kind  of  tie-in  mar- 
keting between  TV  programming  and 
toys  is  old  hat.  And,  in  fact,  Robo- 
tech's  creator,  Harmony  Gold,  tried 
to  market  the  line  in  the  cutthroat 
U.S.  toy  market  in  the  mid-1980s 
with  modest  success.  In  China  Robo- 
tech is  getting  a  second  chance. 

Orchestrated  by  Chirico,  Robo- 
tech represents  China's  first  coordi- 
nated nationwide  release  of  promo- 
tional cartoons,  advertisements  and 
toys.  The  timing  looks  right.  There  is 
a  hunger  for  children's  television  pro- 


gramming, and  the  wood  and  met 
figurines  in  most  Chinese  toy  chesf 
are  primitive  and  crude.  So  while 
35  Robotech  figures,  which  sell 
China  for  between  $1.60  and  $3^ 
couldn't    hold    their    own    agaii 
robotic  characters  such  as  Hasbrc 
Transformers  here,  they're  positive 
dazzling  to  most  Chinese  childre  J 
especially  those  in  oudying  province 

There's  another  big  draw  to  sellir 
toys  in  China.  Chinese  children  haj 
traditionally  been  referred  to  as  "t 
little  emperors"  and  spoiled  rotte 
Augmenting  this,  Beijing's  draconi.^ 
population-control  policy  mandatj 
one  child  per  family.  That  means  p.- 
ents  and  grandparents  have  to 
their  attentions  and  resources  intc 
relatively  small  number  of  kids.  "Tl 
one-child  system  means  parents  do 
care  how  much  they  spend  on  toyi 
says  Thomas  Chu,  president  of  Hoi 
Kong-based  Toy  Corp.  of  Ameri| 
Inc.,  which  arranges  production 
Robotech  toys  in  China  and  helps  j 
distribute  them. 

Operating  out  of  Los  Angeles  ai 
Shanghai,  Chirico,  39,  founded  N;j 
uet  Entertainment  (named  after 
hometown  in  suburban  New  York 
1985  to  serve  as  an  agent  in  China 
U.S.  television  programming.  Siil 
then,  he  has  sold  more  than  2,(  I 
hours  of  shows  like  G.I.  Joe,  He-A  i 
and  Teenage  Mutant  Ninja  Tur  I 
making  him  the  leading  TV  syndic. » 
on  the  mainland. 

But  the  merchandising  and  ad>j 
rising  elements  were   missing, 
Chirico  decided  China  was  ready 
some  kid-vid.  At  the  same  time,  r] 
vincial  Chinese  TV  stations,  which 
erate  like  independent  TV  station  | 
the  U.S.,  were  discovering  that  J 
could  be  an  entertainment  and  pr 
center,  as  well  as  a  propaganda  tc 

In  1990  Chirico  dug  out  thel 
tech  scries  from  one  of  his  clie 
Harmony  Gold,  a  Los  Angele 
production  and  distribution  fir 
holds  the  license  to  both  Rot 
toys  and  the  85 -episode  carte 
ries.  The  innocuous  story  line  I 
tained  all  the  elements  Chirico 
looking  for:   Earth  unifies  to  < 
come  aliens  from  outer  space 
futuristic  series  filled  with  (amil\ 
ues,  world  cooperation,  action 
romance.  Can't  miss,  figured  Chi  f 
who  arranged  with  Shanghai 
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We're  Making  It  Our  Business 
lb  Help  Your  Business  Do  Business. 

Because  Con  Edison  is  an  integral  part  of  New  York  City  and 
Westchester  County,  we  have  a  strong  interest  in  businesses 
succeeding  here.  So  we  work  for  the  economic 
development  of  this  area. 

We  pay  rebates  to  businesses  that  invest  in 
energy-efficient  lighting  and  cooling  equipment,  as 
well  as  efficient  electric  motors. 

This  can  result  in  lower  operating  costs  and  in 
some  cases  the  rebate  covers  the  entire  price  of  the 
equipment. 

We  offer  reduced  energy 
rates  to  businesses  that  start  or  expand  in 
many  areas  and  to  businesses  that  move 


Rebates  for 

energy-efficient 

equipment. 


We'll  show  you 

many  ways  to  reduce 

operating  costs. 


into  vacant  or  new  buildings. 

We  offer  audits  to  show 
businesses  how  to  improve 
their  energy  efficiency  and 
reduce  their  operating  costs. 

We  have  people  who  can 
help  cut  red  tape,  find  space,  assist  in  locating  sources 
of  expansion  financing,  or  advise  on  renovation, 


Reduced  energy  rates  for 
moving  into  new  buildings 


construction,  plant  layouts  and  computers.  We  can  acquaint  you 


with  the  many  forms  of 
assistance  available 
from  state  and  local 
governments. 

And  much  more. 

For  more  informa- 
tion, call  Con  Edison  at 
(212)  460-4000  or  mail 
in  this  coupon  and 
we'll  get  busy  for  your 
business. 


We  have  advisers  ready  to  help  you 


Mail  this  coupon  to: 

CON  EDISON  ECONOMIC  DEVELOPMENT 

PO.  BOX  900,  NEW  YORK,  NY  10003 


-.Con 
Edison 


Please  send  me  a  free  Economic  Development  booklet. 

(please  print) 


NAME. 


COMPANY  NAME- 


ADDRESS- 


CITY- 


STATE. 


-ZIP  CODE- 


An  uncommon  combination  for 

productivity.  That's  what  you'll 

v»^     \   find  in  the  ten  member  cities 

^-^.^   of   the    Piedmont    Municipal 

Power  Agency  in  upstate  South  Carolina. 


Productive  Work  Force  •  Worker  Training 
Provided  •  Low  Cost  of  Living  •  Affordable 
Electric  Rates  •  Economic  Development  In- 
centives •  Excellent  Transportation  Networks 
•  Low  Construction  Costs  •  High  Tech 
Neighbors  •  Low  Tax  Rates  •  Low  Work 
Stoppage  •  Proximity  To  Urban  Resources. 


To  find  out  more  about  the  Piedmont 
Municipal  Power  IMFnVKWr 

MDNK3B\L 
POWER 


Agency  cities,  call 
Jim  Bauer  at 


803-877-9632. 


ACiHNCY 


FORBES  RECORDED 
FOR  THE  BLIND 

Forbes  is  now  available  on  4- 
track  15/16  i.p.s.  cassettes  for 
playing  on  machines  supplied 
by  any  regional  Library  for  the 
Blind.  (The  cassettes  will  not 
run  on  a  standard  player.)  Each 
issue  is  recorded  in  full  and 
cassettes  are  marked  in  braille 
and  printed  with  the  date  of  the 
issue.  To  order  a  one-year  sub- 
scription, send  $35  to: 

Recorded  Periodicals,  Associ- 
ated services  for  the  Blind,  9 1 9 
Walnut  St.,  Philadelphia,  PA 
19107  or  charge  to  VISA  or 
MasterCard  by  calling  (215) 
627-0600,  Ext.  208. 


Thomas  Chu  of  Toy  Corp.  of  America,  Robotech's  supplier 
"Chinese  parents  don't  care  how  much  they  spend  on  toys." 


have  the  episodes  dubbed  in  Manda- 
rin, which  is  spoken  by  nearly  all 
Chinese  children. 

So  far,  so  good.  Chirico  had  no 
trouble  selling  the  Robotech  series  to 
the  station  managers.  But  it  took  him 
three  years  to  negotiate  details,  such 
as  permission  to  insert  a  30-second 
Robotech  toy  commercial  in  the  mid- 
dle of  each  30- minute  cartoon  epi- 
sode. The  Chinese  norm  had  been  to 
group  ads  in  five-minute  blocks  be- 
tween programs.  Once  Chirico  con- 
vinced the  Chinese  stations  to  do 
things  his  way,  Robotech  got  a  big 
advantage  over  how  toys  are  market- 
ed in  the  U.S.  and  Europe,  where  toy 
advertisers  are  banned  from  advertis- 
ing during  their  own  promotional 
cartoon  shows. 

Crucially,  many  of  the  provincial 
stations  agreed  to  start  airing  the  Ro- 
botech cartoons  within  a  month  after 
the  toys  went  on  display  in  local  de- 
partment stores.  This  was  impor- 
tant— Chirico  estimates  Robotech 
toy  sales  increase  eightfold  after  the 
cartoon  series  goes  on  the  air — appar- 
ently, Chinese  children  are  just  as 
susceptible- to  television  tie-ins  as  are 
American  kids. 

Chirico  started  with  Shanghai  and 
Guangdong,  two  of  the  most  pros- 
perous areas  of  China,  in  early  1992, 
and  has  steadily  added  provinces  dur- 
ing the  year.  He's  currently  in  16, 
accounting  for  about  75%  of  the  na- 
tion's population.  He  plans  to  reach 


20  provinces  by  the  end  of  the  year 
estimated  two- thirds  of  the  pop 
tion  has  access  to  television). 

Chirico  estimates  he'll  sell  1.5  i 
lion  to  1.8  million  Robotech  toys 
year,  worth  about  $7  million.  Hari 
ny  Gold  sells  the  TV  rights  for  a  n 
nal  fee  to  Chinese  stations,  and  m 
its  money  by  splitting  toy  profits 
Chirico. 

In  one  of  the  world's  most 
nomically    dynamic    areas,    Chi; 
faces  this  problem:  how  to  kee 
with  his  little  customers'  chan 
tastes?  Already,  the  recycled  R( 
tech  toys  are  selling  better  in  the 
isolated  provinces  of  northeast 
than    they    are    in    outward -loo 
Guangdong,  which   has   becon 
thriving  commercial  zone.  In  Gu 
dong,  millions  of  kids  are  watc 
Hong  Kong  TV,  where  trendier, 
to-date  toys  like  Batman  and  fee 
Mutant  Ninja  Turtles  are  stapl 
kids'  programming. 

Undaunted,  Chirico  hopes  to 
the  Robotech  series  to  China  C 
TV,  the  national  network  equiv, 
in  1993.  This  would  prolong  tli 
line's  life  (most  provincial  st.i 
televise  the  show  for  six  months 

But  Chirico  is  covering  his 
tech  bet  by  negotiating  for  C 
rights  with  the  toy  and  cartoon  li 
ers  of  Ghost  busters  and  Toxi( 
saders,all  among  the  more  with 
ins.  Like  the  little  emperors,  ( 
learns  last. 
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Forbes  ■  December  21 


: 


drawing  on  the  success  of  last  January's  conference  on  Project  Finance  and  Construction  in  the  1990s  that 
ftracted  over  400  Project  Sponsors,  Contractors,  Developers,  Equity  Investors,  Investment,  Commercial  Banking 
nd  Municipal  Finance  Leaders,  Government  Agency  Representatives,  Government  Regulakrrs,  Project  Financing, 
tanking  and  Construction  Attorneys,  Equipment  Manufacturers  and  Suppliers  and  Project  Insurance  Specialists 


Forbes 


magazine  presents 


■Rebuilding 

IftMEKICA 


JANUARY  21  -23, 1 993  PLAZA  HOTEL,  NEW  YORK  CITY 

|a  Conference  Endorsed  by  the  National  Association  of  State  Development  Agencies  in  Cooperation 
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tend  this  unprecedented  conference 
\i  developing,  financing  and 
Uivering  construction  projects,  and 
\e  renewal  and  repair  of  America's 
\frastructure. 

;sions  will  include: 

i  Opportunities  in  public-private  partnerships 
and  in  project  financing 

Capital  structures  and  sources  of  financing 

Risk  management 

Public  funding/municipal  issues 

i  Legislative  efforts  to  deal  with  financing 

i  Power,  independent  power  and  cogeneration 
projects 

i  Industrial  projects 

Highways  and  toll  roads 

Bridges  and  tunnels 

Solid  waste,  incineration  and  resource  recovery 

'orts  and  airports 

dl  and  transit 

Drinking  and  waste  water  projects 

Public  buildings  including  hospitals,  prisons, 
recreation  and  other  facilities 

Key  legal,  insurance,  construction  and 
environmental  issues 


The  conference  is  presented  in  association  with: 

American  International  Group  •  Banque  National 
de  Paris  •  Barba  International  Inc.  •  Bechtel 
Enterprises,  Inc.  •  Bradley,  Arant,  Rose  &  White  • 
Coopers  &  Lybrand  •  Financial  Guaranty  Insurance 
Company  •  Goldman  Sachs  &  Co.  •  High-Point  • 
Hill  International,  Inc.  •  Johnson  &  Higgins  • 
Pepper,  Hamilton  &  Scheetz  •  Peterson  Consulting 
Limited  Partnership  •  Port  Authority  of  New  York 
and  New  Jersey  •  Porter  &  Travers  •  Price 
Waterhouse  •  Raytheon  •  Shea  &  Gould  •  Stone  & 
Webster  Engineering  Corp.  •  Thelen,  Marrin, 
Johnson  &  Bridges  •  Willis  Corroon  •  (partial  listing) 


FOR  INFORMATION  AND  A  FREE  BROCHURE: 

MAIL:    CMC  —Forbes  : 

200  Connecticut  Avenue 
Norwalk,  CT  068564990    ■ 

FAX:      203-857-4075 

CALL:     203-852-0500 
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MARKETING 


With  their  older  patrons  fading  away  and  the  younger 
set  watching  MTV,  what  are  the  country's  symphonies 
and  ballet  companies  going  to  do  for  customers? 

Hey,  dig 
that  swan! 


By  Elizabeth  Comte 

In  a  graceful  pas  de  deux,  Justin 
Cordes  guides  Kyra  Nichols  as  she 
revolves  on  one  toe — a  ballet  move 
called  a  partnered  attitude  turn.  No 
sweat  for  Nichols:  She's  a  principal 
dancer  at  the  New  York  City  Ballet. 
But  it's  something  completely  new 
for  Cordes.  He's  a  senior  at  William 
Paterson  College,  a  communications 
major,  and  he's  been  to  the 
ballet  only  once  or  twice  in 
his  life.  Says  Cordes,  "I'm 
in  the  mtv  generation." 

The  demonstration  is 
part  of  a  new  marketing  jete 
by  the  New  York  City  Ballet 
to  reach  out  to  Cordes  and 
people  his  age  and  get  them 
hooked  on  dance.  The  New 
York  City  Ballet  needs  a  lot 
more  customers  like 
Cordes,  as  do  symphonies, 
theaters  and  other  cultural 
institutions  that  have  re- 
cently begun  prospecting 
among  the  MTV  crowd. 
Older  patrons  are  fading 
away.  Funding  for  arts  edu- 
cation in  certain  grammar 
schools  and  high  schools 
has  been  cut  drastically. 
Moreover,  when  parents  ■■■■ 
don't  expose  their  children 
to  the  opera,  ballet  and  symphony, 
the  children  don't  develop  an  interest 
in  the  arts. 

With  luck,  the  New  York  City  Bal- 
let can  turn  Cordes  and  others  like 
him  into  regular  patrons  as  they  grow 
older.  For  now,  though,  the  ballet's 
marketers  will  be  content  to  get  them 
into  $10  balcony  seats  and  convince 
them  to  join  what  the  ballet  calls  the 
Fourth  Ring  Society — after  the  less 


expensive  concert  hall  seats  that  tradi- 
tionally attracted  younger  patrons. 

Deborah  Wingert,  who  joined  the 
New  York  City  Ballet  as  a  dancer  ten 
years  ago,  when  she  was  16,  now 
wears  a  second  tutu  as  a  spokes- hoofer 
for  the  Fourth  Ring  Society.  With  a 
series  of  lectures  and  demonstrations 
launched  last  year,  the  society  tries  to 


Deborah  Wingert  of  the  New  York  City  Ballet 
Enticing  the  MTV  generation  to  the  ballet. 


educate  young  people  about  ballet 
and  get  them  involved  in  it.  On  a 
recent  Friday  evening,  Wingert  sat  on 
a  bar  stool  with  six  other  dancers  from 
the  company  and  fielded  questions 
from  100  visitors  from  local  colleges. 
Do  your  toes  get  sore?  When  you're 
twirling,  how  do  you  keep  from  get- 
ting dizzy?  What  do  you  eat  before  a 
performance? 

For  Justin  Cordes,  the  outreach 


program  worked  like  a  charm, 
going  to  sign  right  up,"  he  gust 
and  he  wasn't  alone.  Last  year 
New  York  City  Ballet  sold  a  tota 
5,000  fourth  ring  tickets;  so  far 
year  4,000  tickets  have  been  sold,  | 
there  are  still  17  weeks  left  in 
year's  winter  and  spring  seasons, 
for  Wingert,  she's  looking  towa 
career  as  an  arts  marketer  when 
dancing  days  are  over. 

Out  West,  a  graying  audience 
the  Denver  Symphony.  For  years  | 
orchestra  sat  back  and  watchec 
audience  dwindle  away.  In  1989,  i 
ning  more  than  $4  million  in  the 
the  symphony  was  forced  to  closj 
doors  and  declare  bankruptcy. 

A  few  months  later  rock  promj 
Barry  Fey  stepped  in,  figuring 
could   market  the   symphony, 
who  has  booked  concerts  for  the 
ing    Stones,    the   Who    and    Bj 
Springsteen,  brought  his  branil 
rock  'n'  roll  glitz  to  the  symphl 
First,  a  catchy  theme:  "The  Peoi 
Orchestra."  Then  a  rl 
and  television  ad  blitz  I 
Oct.  27, 1989  the  rena 
Colorado  Sympll 

played  to  12,000  serif 
ing  fans  at  Denver's 
Nichols  basketball  aren 
Fey  is  still  a  consul 
and  the  revitalized  ord 
tra  is  back  in  business} 
devoted  to  the  Fey  w 
marketing.  Current  a] 
tising  features  the  entij 
chestra  glowing  in  thej 
with  the  theme  "Tuj 
up  the  power."  News<j 
ticket  sales  are  up  349 
orchestra's  in  the  black 
the  average  age  of  it| 
trons  has  dropped  frc 
to  42. 

The  Atlanta  Symphj 
trying  to  attract  a 
set  with  sports,  not  re 
roll.  Nine  months  ago  the  symi 
hired  marketing  consultants 
tional  Sports  &  Entertainment! 
gies,  which  is  hoping  to  put  tod 
tie-in  deals  with  the  1996  Olynv1 
Atlanta.  Look  for  the  Olympic 
on  upcoming  symphony  pro 
and  a  forthcoming  "Olympic 
complete  with  Olympic  mem< 
on  display  in  auditorium  lobh* 
the  age  of  MTV,  it's  hype  or  die 
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Mayday!  There  went  access  to  hundreds 
of  passengers'  names,  and  reservation 
information,  with  one  catastrophic  blink 
of  an  eye.  Another  computer  tragedy  that 
could  have  been  prevented  with  a  Power- 
ware®  System  from  Exide  Electronics. 

As  reliable  as  today's  computer  systems 
are,  the  energy  that  powers  them  is 
anything  but  fail-safe.  Surges,  sags,  and 
other  irregularities  are  saboteurs  that  can 
throw  any  computer's  flight  plans  into 
a  holding  pattern. 

Powerware  Systems  are  designed  to 
head  off  these  disasters  before  they  occur 
by  conditioning  utility  power  before  it  is 
fed  into  the  computer.  And  should  a 
power  outage  ever  threaten  to  ground 
you,  the  Powerware  System  is  standing  by 
to  provide  the  most  reliable  backup  power 
in  the  industry  today,  for  systems  ranging 
from  the  smallest  PC  to  the  largest 
mainframes. 

Even  more  important,  as  nine  out  of 
ten  computer  manufacturers  will  tell  you, 
our  crew  of  ace  power  consultants  has  the 
know-how  to  guide  your  system  through 
any  turbulence. 

Call  or  fax  us  toll-free  to  find  out 
more  about  Powerware  Systems 
from  Exide  Electronics.  Because  in  the 
fast-paced  world  of  airline  travel, 
computer  failures  just  won't  fly. 


EXIDE  -ELECTRONICS 

Helping  You  Stay  In  Power9 
Call  1-800-554-3448  Ext  523  or  Fax:  1-800-75-EXIDE 


Do  you  kno     me? 


©1992  American  Express  Travel  Related  Services  Company,  Inc 


Children  have  become  so  sophisticated. 
Today's  five-year-olds  always  want  the  next 
big  thing— and  it  always  has  to  be  more 
and  more  complicated.  They  come  along 
and  they  say,  "I  gotta  have."  "If  I  don't  get,  I 
will  die"  They  are  our  salespeople  and  their 
grandparents  are   our   best  customers 


ii 


about  how  they  grow  up  and  what  they  play 
with.  I  think  that's  terrific.  It  makes  for  one 
world. 

I  love  to  visit  our  stores  and  listen  to  our 
customers— just  to  find  out  what  they  want. 
I  was  on  a  trip  last  week  and  I  probably 
spent  $50  out  of  my  pocket.  Thaf  s  because 


Five-year    olds  make 
ruthl    ss   custo     ers. 


They  can  refuse  their  child  anything— they 
can  refuse  a  grandchild  nothing. 

We  now  sell  virtually  the  same  toys  all 
over  the  world.  So  it  stands  to  reason,  if  all 
these  kids  are  playing  with  the  same  toys, 
how  could  they  ever  possibly  fight  with 
each  other?  There's  a  common  thread 


everything  works  with  the  American  Express® 
Card.  Hotels,  restaurants,  car  rentals— 
they  all  accept  the  Card.  So  I  don't  have  to 
walk  around  with  much  money  in  my 
pocket.  And  it's  a  great  record  of  my  trip. 

Charles  Lazarus 
C.E.O.  &  Founder,  Toys  "H"  Us 
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Wall  Street  analysts  are  upping  many  of  their 
earnings  estimates  for  next  year,  especially 
for  smaller  companies. 


The  rosy  scenario 


By  Eric  S.  Hardy 
and  Steve  Kichen 


>*&mt%    % 


Wonder  why  small-company  stocks 
have  been  very  strong  of  late?  It  could 
be  because  Wall  Street  is  looking  for- 
ward to  big  earnings  gains  next  year. 
According  to  data  from  the  Institu- 
tional Brokers  Estimate  System,  the 


earnings  of  the  810  companies  that 
make  up  the  Amex  Composite  In- 
dex— which  are  expected  to  double  in 
1992 — will  go  up  another  72%  in 
1993.  And  the  consensus  estimate  on 
the  Nasdaq  Composite  Index  calls  for 
a  33%  increase  in  profits  in  1993,  on 
top  of  a  51%  jump  this  year. 

Investors  shouldn't  get  too  giddy 


over  these  projections.  Analy 
many  of  whom  work  for  broker, 
firms  that  court  the  companies  tl 
cover  as  underwriting  clients,  are 
bitually  overoptimistic.  A  year  a 
for  instance,  analysts  were  anticij 
ing  a  30%  gain  in  1992  profits  for 
S&P  500.  But  now  that  most  com 
nies  have  posted  three  quarters 


Economic  recovery 

Company/business  Recent 

price 

AES/independent  electric  power  plants  23Vi 

Addington  Resources/coal  13% 

Affiliated  Publications/newspapers  HVi 

Aldus/software  161A 
Anadarko  Petroleum/oil  &  gas  explor,  dev  &  prod       291/2 

Augat/electronics  &  components  11% 

BJ  Services/oilfield  svcs  16V2 

Bally  Gaming  Intl/gaming  equip  167/s 

Banyan  Sys/network  software  201/4 

Biocraft  Labs/drugs  I91/a 

Bon-Ton  Stores/department  stores  81/< 

Boulevard  Bancorp/banking  14V4 

Brush  Wellman/beryllium  15% 
Builders  Transport/trucking  8 

Cabot  Oil  &  Gas/oil  &  gas  explor,  dev  &  prod  17% 


1992 

$1.21 
0.66 
0.37 
0.45 
0.64 

0.43 
0.76 
0.77 
0.48 
0.35 

0.36 

0.58 
0.67 
0.31 
0.31 


1993 
mean 

$1.91 
0.99 
0.56 
0.89 
1.04 

0.88 
1.14 
1.20 
0.81 
1.12 


Estimated  earnings  per  share- 

%  change       1993  1993 

'92-'93         high  low 


58% 

50 

51 

98 

62 

105 

50 

56 

69 
220 


$2.00 
1.40 
0.65 
1.40 
1.80 

1.25 
1.50 
1.25 
0.85 
1.35 


$1.85 
0.75 
0.50 
0.45 
0.50 

0.60 
0.84 
1.15 
0.60 
0.75 


1993 

trend 

confidt 

flash 

fact' 

$1.91 

flat 

high 

1.00 

fiat 

very: 

0.65 

up 

avera 

0.91 

flat 

low 

1.21 

up 

very 

0.96 
1.08 
1.15 
0.77 
NA 


flat 
flat 
flat 
flat 
NA 


low 

low 

aver, 

low 

low 


0.85 

136 

0.95 

0.75 

0.79 

flat 

low 

0.93 

60 

1.00 

0.80 

NA 

NA 

low 

1.03 

54 

1.50 

0.80 

0.97 

flat 

low 

0.63 

103 

1.00 

0.75 

0.58 

flat 

low 

0.64 

106 

0.80 

0.42 

0.70 

flat 

NA:  Not  available.     Source:  Institutional  Brokers  Estimate  System  via  Lotus  One  Source. 


According  to  the  Institutional  Brokers  Estimate  System,  the  80  companies  on  the  table 
starting  above  should  post  earnings  increases  of  50%  or  more  in  1993. 
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"Electrifying  idea,  my  boy." 

Benjamin  Franklin 


"Thou  art  a  superb  writer" 
Shakespeare 


"Music  to  my  ears': 

Wolfgang  Amadeus  Mozart 


"Best  digital  private  line" 

"Best  800  services" 

"Best  Frame  Relay" 

"Best  ISDN  Services" 

"Best  Switched  Digital  Services" 

"Best  Virtual  Network  Services" 

Network  World  Reader 


Hearing  it  from  an  expert  makes 
all  the  difference  in  the  world. 

What  if  William  Shakespeare  told  you  your  writing  w  is 
superb?  Or  Ben  Franklin  admired  your  ideas?  That's  how  we 
felt  when  the  readers  of  Network  World  agreed  we  were  #1  in 
6  categories*  made  up  of  voice  and  data  services,  in  this  year's 
reader's  poll. 

Network  World  readers  know  telecommunications  and 
know  it  well.  The  votes  they  cast  are  tough  votes  to  earn.  And 
that  makes  all  the  difference  in  the  world. 


I   Readers  responded  to  the  question  in  Network  World's 
ology  survey:  "Please  vote  for  the  one  vendor 
>  or  services  you  feel  are  most  interoperable,  or  are 
)  work  in  an  enterprise  network  environment ." 


AT&T 

The  right  choice. 


.£**■  f 
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BUILDS. 


Everything  Hitachi  builds  -  from  the  largest 
power- station  to  the  tiniest  microchip- is  aimed 
at  achieving  a  basic  goal:  /\  better  world  for 
succeeding  generations.  It  is  the  operating 
philosophy  behind  every  one  of  the  20,000 
products  made  by  our  500  manufacturing 
companies  around  the  world.  It  has  been  our 
commitment  for  the  past  80  years.  And  even 
more  important,  it  is  our  definition  of  the  future. 

HITACHI 


'i-ctmmcs 


'lants  &  hquipmcnt 


Components 


392Hitacri    tta  To*,.-  Japan  Ml  rights  reserved 
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STATISTICAL  SPOTLIGHT 
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1992  earnings,  the  analysts  are  saying 
the  gain  will  be  more  like  17%. 

Our  next  issue  will  contain  earnings 
forecasts  for  over  1,000  of  America's 
largest  companies.  The  tables  that 
appear  in  this  report  provide  a  glance 
at  what  might  lie  ahead  for  smaller 
companies.  The  first  table  contains  80 
stocks  whose  earnings  are  predicted 
to  grow  at  least  50%  next  year.  The 
table  at  the  top  of  page  268  lists  18 
turnaround  situations — issues  ex- 
pected to  lose  money  in  1992  but 
make  money  in  1993.  The  table  at 
right  lists  firms  about  whose  likely 
earnings  there  is  wide  disagreement. 

All  of  these  lists  are  limited  to  com- 
panies with  sales  between  $50  million 
and  $400  million,  and  1993  earnings 
estimates  from  three  or  more  security 
analysts.  It's  a  measure  of  how  favor- 
ably Wall  Street  sees  the  future  that  we 
could  turn  up  only  six  companies 
meeting  these  criteria  where  the  con- 
sensus forecast  is  for  an  earnings  de- 


cline. (See  the  table  at  the  bottom  of 
page  268,  showing  stocks  with  the 
most  pessimistic  forecasts.) 

Our  tables  feature  the  most  recent 
"flash  estimate" — the  average  agjestj'^ 
mates  that  were  submitted  or  revisea 


Trading  on  uncertainty 
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Company 

Acuson 

Brush  Wellman 
Calmat 
Duplex  Prods 

Heekin  Can 

Home  Nutritional  Svcs 
Landmark  Graphics 
New  Line  Cinema 
Wahlco  Environmental  Sys 

Watkins-Johnson 


Estimated  1993  earnings  per  share 
mean  high  low 


$1.16 

$1.80 

$0.92 

1.03 

1.50 

0.80 

0.89 

1.25 

0.70 

0.92 

1.35 

0.75 

1.34 

2.00 

1.10 

0.93 

1.48 

0.80 

0.65 

0.90 

0.50 

0.97 

1.40 

0.75 

0.31 

0.45 

0.25 

0.78 

1.25 

0.65 

Some  "consensus"  earn- 
ings estimates  are  an 
average  of  widely  divergerrl 
viewpoints.  Heekin  Can's 
mean  1993  estimate  of 
$1.34  a  share  reflects  a  hig 
of  $2  and  a  low  of  $1.10. 


Economic  recovery 


Company/business 


Catherines  Stores/women's  apparel  stores 
Citation  Ins  Group/workers'  comp  insurance 
Claire's  Stores/women's  apparel  stores 
Cliffs  Drilling/oilfield  svcs 
Cypress  Semiconductor/semiconductors 

Dravo/sand,  gravel  and  cement 

Duplex  Products/business  forms 

ERO/children's  prods 

Eagle  Hardware  &  Garden/home  improv  stores 

FileNet/document  image  processing 

Fischer  Imaging/X-ray  equip 
Forstmann  &  Co/textiles 
Gerber  Scientific/computer  drafting  equip 
Gottschalks/department  stores 
Graphic  Inds/printing 

Guardsman  Prods/polishes 

Haverty  Furniture  Cos/furniture  stores 

Heekin  Can/packaging 

Hovnanian  Enterprises/home  building 

IVAX/drugs,  diagnostics 

Integrated  Device  Tech/semiconductors 
Intermet/auto  parts 

KLA  Instruments/precision  instruments 
Komag/platters  for  computer  hard  drives 
Laclede  Steel/steel 

NA:  Not  available.     NM:  Not  meaningful.     Source:  Institutional  Brokers  Estimate  System  via  Lotus  One  Source. 


Recent 

Estimated  earnings  per  share— 

price 

1992 

1993 

%  chng 

1993 

1993 

1993 

trend 

confide 

mean 

•92.-93 

high 

low 

flash 

facte 

20% 

$0.78 

$1.18 

51% 

$1.20 

$1.07 

$1.18 

flat 

high 

6% 

0.47 

0.84 

79 

1.30 

0.50 

0.80 

flat 

very  li 

12 

0.47 

0.82 

74 

1.00 

0.60 

NA 

NA 

low 

14V4 

0.04 

1.01 

NM 

1.75 

-0.04 

1.36 

up 

veryk 

11% 

0.13 
0.59 

0.53 
0.89 

308 
51 

1.00 

0.22 

0.48 

flat 

very  1 

91/4 

1.00 

0.70 

0.85 

flat 

low 

10V4 

0.53 

0.92 

74 

1.35 

0.75 

0.75 

down 

very  I 

10% 

0.45 

1.13 

151 

1.20 

1.05 

1.05 

flat 

avera  1 

31% 

0.25 

0.63 

147 

0.67 

0.60 

NA 

NA 

avera 

i9y< 

0.69 

1.14 

65 

1.30 

1.05 

1.07 

flat 

avera 

8% 

0.45 

0.77 

71 

0.87 

0.70 

0.77 

flat 

avera 

6% 

0.60 

1.15 

92 

1.25 

1.05 

NA 

NA 

aver? 

ioy8 

0.40 

0.82 

105 

1.25 

0.50 

0.63 

down 

very 

10% 

0.53 

0.87 

64 

1.20 

0.60 

NA 

NA 

very 

7 

0.39 

0.59 

51 

0.65 

0.52 

0.60 

flat 
down 

low 

11 

0.38 

0.77 

103 

1.00 

0.60 

0.60 

low 

11% 

0.58 

0.89 

53 

1.02 

0.60 

0.85 

flat 

low 

23 

0.71 

1.34 

89 

2.00 

1.10 

1.30 

flat 

very  ' 

10% 

0.53 

1.11 

109 

1.35 

0.80 

1.17 

flat 

low 

33% 

0.80 

1.46 

83 

1.85 

1.15 

1.15 

down 

low 

6% 

0.18 

0.51 

183 

0.65 

0.35 

0.50 

flat 

low 

9 

0.28 

0.69 

146 

1.00 

0.50 

0.57 

down 

low 

9% 

0.30 

0.76 

153 

0.85 

0.70 

0.70 

flat 

:■ 

20% 

0.84 

1.43 

70 

1.80 

1.00 

1.50 

flat 

|0W 

15% 

1.00 

1.92 

92 

2.00 

1.50 

2.13 

up 

low 
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the  OptiOA? 


£v 


Want  to 

mmerdown 

investment 

security? 

Investment  security 
and  profit  opportunities 
are  goals  of  most  investors. 
Stock  options  may  help  you 
achieve  those  goals. 
Because  options  provide  things 
lat  bank  accounts  can't,  insurance  can't, 
CDs  can't,  money  markets  can't, 
mutual  funds  can't,  and  bonds  can't. 
Namely,  options  give  you 
i  investment  options.  And  that  makes 
is  a  uniquely  versatile  and  valuable 
investment  tool -one  that's  used 
lividual  investors  as  well  as  many  of 
the  world's  largest  institutions. 
•  you  know  what  a  stock  option  is? 
)o  you  know  the  best  way  to  utilize 
the  Options  Tool? 
[y,  options  are  traded  on  more  than 
[1,000  stocks-from  blue-chip  issues 
of  the  nation's  major  firms 
to  middle-capitalization, 
high-growth  equities. 


Want  to 
pry  up 
new 
profits? 

Do  you  know  how  to  use 

the  Options  Tool's  flexibility, 

diversification  and  control? 

We'll  send  you  a  Free 

instruction  videotape  and  options  guide 

plus  an  options  disclosure  document 

to  help  you  decide  whether  to  add 

the  valuable  options  tool 

to  your  investment  equipment. 

Options  involve  risk 

and  are  not  for  everyone. 

But  if  you  seek  options,  call  now! 

With  the  Options  Tool, 

you  might  hit  your  investment  goals 

right  on  the  head! 

Call  now  for  your  valuable  Free 
videotape  "The  Options  Tool- 
Understanding  Stock  Options/ 
plus  a  Free  options  guide 
and  options  disclosure  document. 

1-800-938-TOOL 


The 

Options  Industry 

Council 

American  Stock  Exchange 
Chicago  Board  Options  Exchange 
New  York  Stock  Exchange 
Pacific  Stock  Exchange 
Philadelphia  Stock  Exchange 
The  Options  Clearing  Corporation 


SHBHHHB 


STATISTICAL  SPOTLIGHT 


over  the  last  six  weeks.  To  illustrate, 
the  20  analysts  who  cover  Chiron  (see 
page  268)  arc  looking  for  earnings  of 
53  cents  a  share  in  1993,  versus  an 
estimated  loss  of  80  cents  a  share  this 
year.  The  most  recent  flash  estimate  is 
for  62  cents.  That's  why  Chiron  has 
an  "up"  estimate  trend.  A  flash  esti- 
mate within  10%  of  the  overall  con- 
sensus is  marked  as  having  a  flat  trend. 


If  there  have  not  been  any  changes  in 
estimates  over  the  last  six  weeks,  the 
flash  estimate  and  the  estimate  trend 
are  marked  "NA." 

The  last  column  in  the  tables  indi- 
cates the  amount  of  analyst  agree- 
ment. Outback  Steakhouse  has  a 
"high"  confidence  factor.  As  the  ta- 
ble below  shows,  Outback's  forecasts 
cover  a  narrow  spread  between  70 


cents  a  share  and  75  cents. 

Note  that  in  many  cases  there  is  i 
much  cushion  for  error.  Many 
these  growth  stocks  already  sell' 
high  multiples  of  their  anticipate 
1993  profits.  Chiron,  for  example! 
already  selling  at  108  times  its  currtf 
1993  estimate  of  53  cents  a  share] 
Chiron  delivers  only  half  this  amoul 
Wall  Street  will  be  unforgiving. 


Economic  recovery 


Company/business 


MNX/trucking 

Marvel  Entertainment  Group/comic  books 

Medusa/cement 

Mosinee  Paper/paper  prods 

Multibank  Finl/bankmg 

NAC  Re/reinsurance 

National  Education/vocational  training 

Network  Equip  Tech/computer  network  equip 

Network  General/computer  equip 

New  Jersey  Steel/steel  minimill 

Neworld  Bancorp/savings  &  loan 
Nichols  Institute/clinical  testing  sves 
Northwest  Natural  Gas/gas  utility 
Novellus  Systems/semiconductors 
Outback  Steakhouse/steak  restaurants 

Pogo  Producing/oil  &  gas  explor,  dev  &  prod 
Porta  Sys/telecomm  equip 
Proteon/computer  network  equip 
Pulaski  Furniture/furniture 
Quantum  Restaurant  Group/restaurants 

Quiksilver/casual  clothing 

REN  Corp-USA/dialysis  centers 

Raymond/lift  trucks 

Regal  Beloit/power  transmission  sys;  tools 

Roanoke  Electric  Steel/steel 

Robert  Half  International/employment  agencies 

Sanderson  Farms/food  processing 

Seagull  Energy/gas  pipeline 

Sequent  Computer  Sys/computer  equip 

Sotheby's  Holdings/auctioneer 

Standard  Pacific/home  building 
Symbol  Technologies/bar  code  scanners 
TJ  International/building  materials 
Toll  Brothers/home  building 
UniCare  Finl/workers'  comp  insurance 

Value  Merchants/close-out  merchandise  stores 
Van  Dorn/containers 
Wabash  Natl/truck  trailers 
Wheatley  TXT/pumps  &  valves 
Williams-Sonoma/retails  cooking  utensils 

NA:  Not  available.     Source:  Institutional  Brokers  Estimate  System  via  Lotus  One  Source. 


Recent 
price 

1992 

1993 

Estimated  earnings  per  share— 

%chng         1993           1993 

1993 

trend 

confide| 

mean 

•92-'93 

high 

low 

flash 

$0.80 

flat 

facte 

low 

7% 

$0.40 

$0.82 

105% 

$0.95 

$0.70 

43% 

1.22 

2.10 

72 

2.15 

2.00 

2.11 

flat 

high 

18% 

0.88 

1.40 

59 

1.50 

1.29 

1.42 

flat 

avera 

22% 

0.28 

1.59 

468 

1.70 

1.50 

1.67 

flat 

avera 

23% 

0.42 

1.13 

169 

1.40 

1.00 

1.20 

flat 

avera 

1 

42 

0.65 

2.22 

242 

2.42 

2.05 

2.24 

flat 

avera 

hi 

5 

0.35 

0.59 

69 

0.75 

0.58 

0.49 

down 

low 

\j\ 

10V4 

0.52 

0.84 

62 

1.15 

0.75 

0.77 

flat 

low 

ww  ■ 

15% 

0.64 

1.03 

61 

1.12 

0.95 

1.11 

flat 

avera 

18% 

0.31 

1.75 

465 

2.15 

1.25 

1.55 

down 

low 

15% 

0.66 

1.37 

108 

1.50 

1.25 

1.25 

flat 

avera 

7% 

0.39 

0.62 

59 

0.80 

0.50 

0.60 

flat 

low 

29% 

1.44 

2.39 

66 

2.59 

2.15 

2.40 

flat 

averd 

\ 

15% 

0.44 

0.86 

95 

1.00 

0.65 

0.86 

flat 

low 

24% 

0.47 

0.73 

55 

0.75 

0.70 

0.74 

flat 

high 

11% 

0.44 

0.71 

61 

1.27 

0.40 

0.70 

flat 

very  1 

12% 

0.47 

1.47 

213 

1.75 

0.75 

1.22 

down 

very  1 

9% 

0.56 

0.85 

52 

0.92 

0.67 

0.82 

flat 

avera] 

18% 

0.84 

1.32 

57 

1.50 

1.20 

1.20 

flat 

low  1 

15% 

0.58 

0.97 

67 

1.00 

0.95 

0.95 

flat 

very! 

51/2 

0.27 

0.65 

141 

0.75 

0.50 

0.50 

down 

low  1 

13% 

0.39 

0.65 

67 

0.75 

0.55 

0.55 

down 

low  1 

14% 

0.65 

1.02 

57 

1.05 

1.00 

1.00 

flat 

highl 

17% 

0.91 

1.46 

60 

1.60 

1.30 

1.60 

flat 

averl 

10 

0.51 

0.77 

51 

0.90 

0.60 

0.80 

flat 

low! 

13% 

0.49 

0.75 

53 

0.90 

0.45 

0.75 

flat 

low  1 

14% 

0.31 

0.80 

158 

0.87 

0.72 

NA 

NA 

a  veil 

32 

0.55 

0.87 

58 

1.20 

0.70 

0.96 

flat 

low  ■ 

14% 

0.53 

0.99 

87 

1.20 

0.71 

0.96 

flat 

avew     * 

10% 

0.22 

0.60 

173 

0.75 

0.50 

0.75 

up 

low 

edi 

6% 

0.23 

0.62 

170 

1.00 

0.27 

0.50 

down 

veryi 

13% 

0.39 

0.68 

74 

0.90 

0.60 

0.69 

flat 

'  l    ~" 

231/4 

0.81 

1.41 

74 

1.55 

1.00 

1.25 

down 

fpm 

10 

0.46 

0.96 

109 

1.15 

0.90 

1.00 

flat 

. 

8% 

0.36 

0.84 

133 

1.00 

0.50 

0.80 

flat 

low 

13% 

0.92 

1.53 

66 

1.75 

1.50 

1.47 

flat 

17% 

0.62 

0.95 

53 

1.05 

0.85 

0.95 

flat 

23% 

0.83 

1.45 

75 

1.50 

1.35 

1.50 

fait 

foappe 

8% 

0.57 

0.87 

53 

0.92 

0.80 

0.86 

flat 

12 

0.36 

0.87 

142 

1.00 

0.75 

0.85 

flat 

rtteta 
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rrom  Totally  Elegant 


c 


fo  Extra  Crude 


re  don't  make  a  lot  of  the  products  you  buy. 
re  make  a  lot  of  the  products  you  buy  better. 

i  the  most  beautiful  clothing  on  earth  to  the        BASF  energy  products  help  support  crude  oil 
pt  discoveries  beneath  it,  BASF  is  helping  to      production  by  preventing  corrosion  and  enabling 
it  happen.  drilling  to  depths  as  great  as  three  miles. 

textile  fibers  make  fabrics  softer  and  more         For  a  free  booklet  describing  what  BASF  is  into 
(ageable.  They  make  whiter  whites  and  more    these  days  call  1-800-669-2273.  We  help  make  the 
ful  colors.  products  you  buy  better  in  some  beautiful  ways. 


H  BASF  Corporation. 


BASF 


# 


# 


WHO 


Knows    Money 
Ma nagement 


BETTER      THAN 


THE     NAME 


THAT 


inspired    it 


IN  18  30  Judge  SAMUEL  PUTNAM,  presiding 
in  the  Massachusetts  SUPREME  COURT,  created  the 
GUIDING  PRINCIPLE  for  professional  MONEY 
MANAGEMENT.  His  PRUDENT  MAN  RULE 
states  that  WHEN  MANAGING  a  client's  INVEST- 
MENTS one  should  be  PRUDENT,  and  treat  THEM 
as  SAFELY  as  if  they  were  ONE'S  OWN.  In  1937, 
INSPIRED  by  this  INHERITANCE,  his  great-great- 
grandson  FOUNDED  our  COMPANY.  Since  then 
we've  been  THRIVING,  INNOVATING  and  living 
by  the  wise  judge's  RULE.  And  with  more  than  $50 
billion  in  FIXED  INCOME  and  EQUITIES,  it's  a 
heritage  our  CLIENTS  continue  to  benefit  from  today. 


:I-  Putnam 


A       TIME-HONORED 

TRADITION 
IN     MONEY     MANAGEMENT 


The    Putnam    Companies 
One    Post    Office    Square,     Boston    MA  02109. 


*< 
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These  companies 
are  all  expected  to 
lose  money  in 
1992  but  return 
to  profitability 
next  year. 


Upbeat 

Company/business 


Cll  Financial/workers'  comp  insurance 

Chiron/biotechnology 

Compression  Labs/communications  equip 

Environmental  Elements/pollution  control 

First  Eastern/banking 

Homestake  Mining/mining 
Hurco  Cos/machine  tools 
Infinity  Broadcasting/radio  stations 
Kulicke  &  Soffa  Inds/chip  rrfg  equip 
Mobile  Telecomm  Tech/comm  svcs 

Noble  Drilling/oilfield  svcs 

Plains  Res/oil  &  gas  explor,  dev  &  prod 

Pool  Energy  Svcs/oilfield  svcs 

Symantec/software 

Systems  Center/software 

Trimble  Navigation  Ltd/satel I ite-based  navig    10V4 
Wahlco  Environmental  Sys/pollution  control 
WorldCorp/charter  airline 

NA:  Not  available.    Source:  Institutional  Brokers  Estimate  System  via  Lotus  One  Source. 


Recent 
price 

1992 

1993 

—Estimated 
1993 

earnings  per  share — 
1993         1993 

trend 

confid 

mean 

high 

low 

flash 

fad 

5V8 

$-6.22 

$1.01 

$1.20 

$0.90 

$1.20 

up 

low 

57V4 

-0.80 

0.53 

1.40 

0.30 

0.62 

up 

very 

13% 

-0.05 

r0.48 

0.80 

0.20 

0.43 

flat 

very 

IVA 

-0.41 

0.50 

0.55 

0.45 

0.52 

flat 

aver; 

10% 

-2.80 

0.47 

1.00 

-0.50 

0.25 

down 

very 

10% 

-0.23 

0.20 

0.54 

-0.40 

0.17 

down 

very 

6V4 

-0.71 

0.46 

0.56 

0.30 

NA 

NA 

low 

241/2 

-0.39 

0.19 

0.50 

0.00 

0.17 

down 

very 

61/4 

-0.79 

0.26 

0.33 

0.20 

NA 

NA 

low  j 

127s 

-0.14 

0.16 

0.20 

0.08 

NA 

NA 

very 

5Vi 

-0.37 

0.01 

0.40 

-0.28 

0.02 

up 

very 

9% 

-0.02 

0.47 

1.64 

0.12 

-0.08 

NA 

very 

6% 

-0.30 

0.08 

0.27 

-0.20 

NA 

NA 

very 

12% 

-0.19 

0.52 

0.75 

0.25 

0.52 

flat 

low 

61/8 

-0.14 

0.68 

0.85 

0.50 

0.65 

flat 

low 

10V4 

-1.04 

0.43 

0.50 

0.35 

0.35 

down 

low  I 

8 

-0.41 

0.31 

0.45 

0.25 

0.27 

down 

ven 

5% 

-0.15 

0.76 

0.78 

0.75 

0.76 

flat 

nig 

m 


Analysts  hate  to 
make  negative  or 
lukewarm  earnings 
forecasts.  These 
22  companies  are 
something  of 
an  exception. 
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Downcast 

Company/business  Recent 

price 

Acuson/ultrasound  med  equip  16% 

Agency  Rent-A-Car/auto  rental  81/4 

Amwest  Insurance  Group/insurance  9% 

BMC  Industries/electronics  &  optical  prods  7Vz 

Baldwin  &  Lyons/insurance  33 

Berry  Petroleum/oil  &  gas  dev  &  prod  1 1% 

Biogen/biotechnology  44% 

Ekco  Group/kitchen  utensils  9V* 

Graco/air  compressors;  pumps  23% 

Home  Office  Reference  Labs/lab  svcs  1 5 

Informix/software  31Vi 

Intl  Family  Entertain/cable  broadcasting  11% 

Kasler/construction  91/4 

Micropolis/disk  drives  81/2 

National  Presto  Inds/small  appliances  53% 

Penn  Treaty  America/supplemental  health  ins  1 l1/2 

Russ  Berrie  &  Co/specialty  retailing  29V2 

Sealright/containers  23Vi 

Shorewood  Packaging/packaging  12 

Tasty  Baking/baking  18Vs 

Union/financial  svcs  l41/2 

Utd  Wisconsin  Svcs/insur;  health  care  svcs  31% 


1992 

$1.11 
0.81 
1.20 
1.15 
3.14 

0.74 
0.65 
0.76 

1.80 
1.04 

1.45 
0.96 
0.63 
1.26 
4.60 
2.25 

4.29 
1.62 
0.80 
1.42 
1.02 
2.33 


-Estimated  earnings  per  share- 


1993 

mean 

$1.16 
0.87 
1.18 
1.19 
3.16 

0.69 
0.70 
0.78 
1.93 
1.12 

1.39 
1.01 

0.54 
1.31 
4.82 
2.40 

4.22 
1.74 
0.83 
1.49 
1.04 
2.29 


NA:  Not  available.    Source:  Institutional  Brokers  Estimate  System  via  Lotus  One  Source. 


1993 

1993 

1993 

trend 

confl 

high 

low 

flash 

fc-i 

$1.80 

$1.07 

$1.06 

flat 

low 

0.90 

0.75 

0.85 

flat 

hit] 

1.30 

1.00 

1.10 

flat 

av  j 

1.32 

1.05 

1.16 

flat 

lov 

3.40 

3.00 

3.30 

flat 

0.70 
0.90 
0.80 
2.30 
1.20 

1.75 
1.40 
0.65 
1.55 
5.65 
2.65 

5.00 
1.80 
0.88 
1.55 
1.08 
2.50 


0.55 
0.25 
0.45 
1.55 
1.00 

1.13 
0.67 
0.57 
1.30 
4.45 
2.25 

4.00 
1.60 
0.75 
1.42 
1.00 
1.73 


0.70 
0.72 
0.79 
1.40 
NA 

1.42 
NA 
NA 
1.26 
4.57 
2.15 

4.75 
1.74 

NA 
1.37 

NA 
2.38 


flat 

flat 

flat 

down 

NA 

flat 
NA 
NA 
flat 
flat 
flat 

up 
flat 
NA 
flat 
NA 
flat 


lo> 


av 


lo 
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Today  staying  home 
doesn't  mean  staying  home  from  work. 
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of  the  most  exciting  trends  in  the  Great  Lakes 
we  serve  is  the  work-at-home  boom.  For  Ameritech, 
an  exciting  growth  opportunity, 
pg  our  existing  network,  we're  connecting  people 
morrow  by  freeing  them  from  the  traditional 

with  a  range  of  special  products  and  services, 
and  third  phone  lines.  Advanced  custom  calling 
.  Cellular  communications  and  paging.  Enhanced 
Graphic  imaging.  Electronic  mail, 
ven  help  get  the  phone  ringing  with  directory 
ing  and  consult  on  the  unique  aspects  of  setting 
fficient  workplace  at  home, 
this  customer  segment  growing  nearly  nine 
yearly,  America's  most  information-intense  region 
trong  signs  of  becoming  even  more  intense  in  the 


years  ahead.  That's  continued  good  news  for  Ameritech 
shareowners  whose  dividends  have  already  grown  at  a 
compound  annual  rate  of  more  than  seven  percent  since 
divestiture— the  highest  average  rate  of  all  the  regional 
communications  companies. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 


JeMERSTECH 

Connecting  You  With  Tomorrow 


p  Corporation 
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Government  agencies  cry  out  for  more  money,  but  early 
results  of  the  Chief  Financial  Officers  Act  suggest  that 
bureaucrats  can  do  more  with  less. 

Cheese  it! 
The  auditors! 


By  Toddi  Gutner 

In  an  effort  to  make  government 
agencies  more  accountable  for  man- 
aging their  resources,  Congress 
passed  the  Chief  Financial  Officers 
Act  in  1990.  Among  other  things,  the 
act  requires  that  an  independent  audi- 
tor audit  the  books  of  several  govern- 
ment agencies,  departments  and 
funds,  many  for  the  first  time. 

If  the  recently  completed  audit  of 
the  U.S.  Army  by  the  U.S.  General 
Accounting  Office  is  anything  to  go 
by,  there's  even  more  waste  in  Wash- 
ington than  most  people  instinctively 
suspect.  Expect  similar  findings  in  the 
independent  audits  of  other  big  bu- 
reaucracies,  including    the    Internal 
Revenue  Service  and  the  Customs 
Service.   U.S.   Comptroller  General 
Charles  Bowsher  sums  up 
the  Army's  115-page  audit     ^~ ^~ 
this  way:  "Government  ac- 
counting   and    budgeting 
has  not  been  in  good  shape 
for  years,  and  the  Army  au- 
dit indicates  just  how  bad 
the    problem    is."    Some 
highlights: 

The  Army  claims  it  has 
nearly  $350  billion  in  gross 
assets,  making  it  about 
twice  as  large  as  General 
Motors.  But  in  many  cases 
the  Army's  assets  are  badly 
understated.  For  example, 
when  ammunition  is 
shipped  from  a  central  de- 
pot to  an  individual  base, 
the  Army  expenses  it  imme- 
diately and  drops  it 
from  the  balance  sheet, 
even  though  the  inven- 
tory often  ends  up  in  a 
warehouse  on  a  base  some- 
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where.  Other  supplies — everything 
from  truck  parts  to  boots — that  are 
used  in  training  maneuvers  are  fully 
expensed  the  minute  the  equipment  is 
assigned  to  a  fighting  unit,  even 
though  many  items  have  fairly  long 
useful  lives. 

The  audit  turned  up  more  than  $20 
billion  worth  of  such  stored  muni- 
tions and  supplies  that  were  unreport- 
ed on  the  Army's  balance  sheet.  These 
items  alone  would  have  increased  the 
Army's  assets  by  around  6%. 

The  GAO's  auditors  also  turned  up 
$400  million  in  cash  kept  with  dis- 
bursing officers  around  the  world. 
This  cash  hoard  appeared  nowhere  in 
the  Army's  financial  statements  be- 
fore the  new  audit. 


Records  at  one  U.S.   base,  F 
Benning,  Ga.,  showed  2  trucks 
hand.  There  were  really  27. 

Plus,  there  was  an  additional 
billion  of  inventory,  such  as  Lar 
missile  repair  parts  and  medical  su 
plies,  that  the  Army  itself  agrees 
unnecessary.  Then  there  were  cases 
overstated  assets.  One  example:  T 
gao  found  there  were  559  engines 
the  Army's  books,  when  in  fact  th 
were    only    77 ',    a    discrepancy 
$222  million. 

Bureaucrats  often  understate  or 
nore  liabilities,  too.  The  gao  audit 
turned  up  almost  $18  billion  in  ui 
corded  potential  liabilities.  Particul 
ly  troubling  contingent  liabilities 
volve  charges  for  chemical  weap< 
destruction,  cleaning  up  hazard 
waste  sites,  and  meeting  sundry  ei 
ronmental  pollution  claims  at  milit 
bases.  How  much  these  will  end 
costing  the  Army  is  anyone's  gues 

What  does  the  Army  say  about 
state  of  its  recordkeeping?  Neil  C 
netti,  Acting  Assistant  Secretary  of 
Army  for  Financial  Management, 
minds  Forbes  that  this  is  the 
first  audit;  in  this  context,  he  argu 
didn't  do  too  badly  and  will  do  bel 
in  the  years  ahead.  Besides,  says  0 
netti:  "The  value  of  the  equipmei 
not  the  relevant  factor — it's  the  ni 
ber  of  tanks,   their  condition 
whether  we  are  ready  for  war." 
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this:  In  a  time  of  gap  ,;,,, 
budget  deficits,  Wash 
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their  appropriations  do 
stretch.  This  goes  not 
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A  Country  Committed 
To  Economic  Revitalization 


t  is  difficult  to  find  another  country  that,  in  the 
past  several  decades,  has  suffered  such  social  and 
economic  deterioration  and  loss  of  international 
irtance  as  Argentina. 
ISlowly  but  surely,  growing  inflation  and  the  trend 
\ard  stagnation  caused  Argentina  to  lose  the  excel- 
t  position  it  had  enjoyed  in  the  world  economy  in 
\thirties.  This  grave  crisis  was  the  penalty for  contin- 

to  maintain  an  economic  system  that,  since  the 
-seventies,  had  been  showing  increasingly  clear 
of  non-viability. 

■>e  root  of  this  failure  was  that  Argentina's  economy 
was  shackled  to  a  policy  that  was 
import-substitute-oriented.  It 
was  based  on  an  ironclad  tariff 
and  tariff-related  protection  of 
the  domestic  market  in  the  face 
of  international  competition, 
and  built  on  an  intricate  web 
of  regulations  governing  all 
markets.  This  intervention  of  a 
bloated,  inefficient  state  into  the 


I* 


of  the  Economy 
ngo  Cavallo 


I 


entrepreneurial  sector  produced  disastrous  results. 

With  this  lack  of  economic  dynamism,  the  continued 
deficit  in  genuine  financing  by 
the  enormous  state  apparatus 
gradually  became  chronic,  and 
consequently  led  to  uncon- 
trolled currency  issue,  which  in 
turn  led  to  hyperinflation  in 
1989  and  1990.  This  produced 
distortions  in  relative  prices 
resulting  in  misallocations  of 
labor  and  capital,  as  well  as 
recurrent  balance  of  payment  crises.  These  crises  over- 
whelmed any  economic  recovery  attempted  through 
the  stabilization  programs  of  successive  administrations. 

A  CHANGE 

OF 

COURSE 

In  July  1989,  however,  Argentina's  uncontrolled 
economic  descent  was  halted  by  the  new  administration 
of  President  Carlos  Menem.  The  government  immedi- 
ately announced  a  program  of  privatizations  and  state 
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reform  to  combat  fierce  hyperinflation. 
By  December  1989,  all  prices,  as  well 
as  the  exchange  rate,  were  allowed  to 
float  freely. 

In  January  1991,  the  transformation  of 
Argentina's  economic  structure  received 
a  boost  when  Minister  of  Foreign  Affairs  Domingo 
Cavallo  became  Minister  of  the  Economy.  Reforms  were 
sweeping,  and  advanced  in  a  much  more  rapid  and 
orderly  manner.  The  government's  goal  was  to  imple- 
ment a  new,  stable  economic  structure  capable  of  attain 
ing  sustained  growth. 
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Argentina:  Inflation  Rate 
Retail  Price  Index,  Monthly  Average 
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1985-1987 


1988-1990 


1991 


1992 


SOURCE:  ARGENTINA  NATIONAL  STATISTICS  AND  CENSUS  INSTITUTE 


In  very  broad  terms,  the  transformation  of  the 
Argentine  economy  is  based  on  the  opening  up  of 
domestic  markets  to  world  competition.  It  particularly 
involves  the  revision  of  regulations  affecting  markets 
for  goods,  services  and  productive  factors,  as  well  as  the 
reorganization  of  public  finances  and  privatization  of 
state  companies.  Using  these  tools,  it  is  making  great 
progress  in  establishing  a  competitive  economic  climate 
and  abandoning  unfair  practices. 

STABILITY 

AND 
CONSENSUS 

At  the  end  of  March  1991,  the  administration  sent 
Congress  a  proposal  for  a  currency  exchange  system 
that  exemplifies  the  Argentine  government's  determina- 
tion to  transform  the  economy  at  all  costs.  On  April  1 , 
1991,  a  national  law  established  free  convertibility  of  the 


Argentine  peso  with  the  U.S.  dollar,  at  a 
fixed  rate  of  one-to-one. 

The  state  backs  the  currency  100% 
with  liquid  reserves  pegged  to  market 
prices  to  eliminate  any  possibility  of 
devaluations  or  financial  imbalance  of  thl 
Treasury.  Indexing  contracts  and  wages  in  local  currenc 
has  been  prohibited,  enabling  Argentina  to  alter  its  long 
tradition  of  very  high  and  uncontrolled  inflation  accom 
panied  by  fiscal  deficits  and  sudden  loss  of  liquidity. 
The  success  of  Argentina's  program  is  due  to  con- 
crete results  obtained  through  structural  reforms. 

Since  the  introduction  of  convertibility,  th 
policy  of  maintaining  domestic  currency  as 
the  inferior  partner  in  a  two-tier  system  was 
reversed,  and  the  uncertainty  of  the  exchanj    : 
rate  is  no  longer  a  burden  on  interest  rates 
and  the  prices  of  goods.  This  has  allowed 
economy  to  begin  a  vigorous  recovery  of 
unprecedented  dimensions,  highlighted  by 
sharp  drop  in  domestic  inflation  and  the 
return  of  short-term  flows  of  capital. 

This  macroeconomic  scenario  of  pro 
gressive  order,  stability  and  growing  eco 
nomic  activity  is  greatly  appreciated  by  t 
population,  which  had  endured  the  cons 
quences  of  decades  of  economic  failure. 
Free 'convertibility  is  improving  such 
socioeconomic  indicators  as  employment 
and  the  purchasing  power  of  wages  and 
retirement  pensions. 
This  is  reflected  in  opinion  surveys 
which  show  that  people  strongly  favor 
the  new  economic  program  and  recog- 
nize the  current  economic  policy  as  one 
of  the  soundest  points  of  the  govern- 
ment. Because  of  the  economic  transfor- 
mation and  the  introduction  of  free 
convertibility,  productive  investments 
and  growth  are  being  discussed  in 
Argentina  once  again,  after  several 
decades. 

The  results  of  this  economic  strategy 
have  brought  Argentina  international 
recognition.  In  July  1991,  the 
International  Monetary  Fund  granted 
Argentina  an  interim  loan  after  ascer 
taining  the  ample  fulfillment  of  tax  tar 
gets  and  the  evolution  of  the  main 
variables  of  the  entire  economy  at  the 
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nacro  level.  A  few  months  later  the  loan 
was  converted  into  one  with  extended 
facilities.  The  Argentine  government  is 
iiscussing  the  final  aspects  of  the  loan, 
vithin  the  framework  of  the  Brady  Plan. 

The  economic  transformation  has 
iranscended  the  government  sector  and  has  become  a 
hart  of  society  as  a  whole.  This  explains  the  popula- 

I.on's  willingness  to  absorb  the  moderate 
losts  associated  with  austerity  and  to  over- 
ome  initial  resistance  on  the  part  of  those 
'ho  benefited  from  the  former  economic 
i/stem.  Notably,  the  profound  change  tak- 
ig  place  in  Argentina  is  being  carried  out 
the  context  of  fully  effective  republican 
^stitutions,  which  endow  the  whole 
ocess  with  greater  social  legitimacy. 
Democracy  makes  it  necessary  to 
hieve  consensus  for  any  initiative  to  suc- 
ed  in  Congress.  Parliamentary  approval 
;  laws  supporting  the  new  system  of 
pnomic  organization,  the  privatizations 
d  the  regulations  governing  the  most 
portant  markets  provides  stable  operat- 
I  conditions  in  the  economic  sphere. 
The  firm  intent  of  the  Argentine  govern- 
nt  and  society  to  transform  the  country, 
nbined  with  the  normalization  of  relations  with  the 
mational  financial  community  and  the  stability  stem 
ig  from  the  new  economic  order,  is  converting 
jentina  into  an  increasingly  attractive  country  for 
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capital  investments.  Moreover,  in 
Argentina  the  conditions  ruling  local  and 
foreign  investments  are  the  same. 
Recently,  in  an  unusual  move,  Moody's 
raised  Argentina's  risk  rating  by  two 
grades.  Furthermore,  the  bonds  repre- 
senting the  original  Argentine  foreign  debt  are  now 
priced  at  almost  three  times  the  levels  prevailing  a  very 


Monetary  Aggregates  (Ml) 
Percentage  of  GDP  —Second  Quarter 
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1991 


1992 


SOURCE:  ARGENTINA  MINISTRY  OF  ECONOMY 


short  time  ago.  Also,  the  credit  margins  charged  for 
placing  Argentine  bonds  on  the  international  markets 
are  dropping  to  more  favorable  levels 
for  increasingly  extended  terms. 
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AN  END 

TO 

ISOLATION 


At  present,  the 
Argentine  economy  is 
open  to  international  trade 
as  never  before.  In  April 
1991,  a  new  foreign-trade 
policy  was  implemented, 
designed  to  encourage 
competition  based  on  a 
reorganization  of  the  tariff  system  and  on 
the  elimination  of  tariff-related  barriers. 
The  resulting  tariff  levels  offer  lower  but 
rational,  effective  protection  to  all  sectors 
of  the  economy. 

At  the  same  time,  the  country  is  exerting 
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great  efforts  in  favor  of  regional  integra- 
tion. Argentina,  with  Brazil,  Paraguay 
and  Uruguay,  is  advancing  toward  the 
goal  of  a  Southern  Common  Market 
(MERCOSUR)  by  January  1995.  This  is  an 
intermediate  step  in  the  process  of  enter- 
ing the  international  market,  which  is  the  objective  of 
the  Initiative  for  the  Americas  (hemispheric  integration 
proposed  by  the  United  States).  This  new  economic  cli 

I    mate  has  generated  undisguised  enthusiasm  among 
businessmen  for  the  challenges  and  possibilities  posed 
by  integration.  These  elements,  designed  to  generate  a 
competitive  atmosphere  and  to  strengthen  sectors  that 
enjoy  comparative  advantages,  are  bringing 
■Argentina  in  step  with  real  world  condi- 
tions. They  have  eradicated  the  belief  that 
isolation  is  a  viable  development  strategy. 
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The  principal  deregulation  measures, 
addressed  trade  in  goods  and  services, 
the  transportation  of  cargo  by  road,  port 
operations,  professional  services,  foreign 
trade  and  the  elimination  of  useless 
regulatory  agencies. 
Other  initiatives  establishing  a  regulatory  framework 
for  the  electrical,  natural  gas  and  oil  industries  have 
been  passed  into  law  by  Congress.  Minister  Cavallo's 
team  is  working  hard  to  achieve  full  deregulation 
rapidly  in  all  goods  and  services  (ports,  insurance, 
health)  and  productive  factors. 


Argentina:  Percentage  Variation  of  GDP 
With  Respect  to  the  Preceding  Year 


DEREGULATION 

One  of  the  pillars  of  the  economic  pol- 
icy is  the  revision  of  innumerable  regula- 
tions that  interfered  in  the 
markets  for  goods,  services 
and  of  productive  factors 
(capital  and  labor),  which 
had  left  the  economy 
virtually  immobilized. 

The  government's  strat- 
egy is  to  regulate  in  order 
to  re-create  conditions  of 
free  competition  in  inher- 
ently competitive  markets, 
or,  alternatively,  to  redesign  existing 
regulations  or  establish  new  ones  to 
avoid  non-competitive  behavior,  in 
order  to  produce  desirable  results. 
Consequently,  in  competitive  markets, 
the  role  of  the  state  is  passive,  limited 
to  preventing  collusive  practices,  while 
in  monopolistic  markets  it  maintains  a 
stronger  regulatory  capacity. 

Argentine  public  opinion  has  deci- 
sively backed  the  deregulation  efforts 
of  the  country's  authorities  from  the 
start.  The  population  warmly  welcomed 
the  mass  deregulation  approved  by 
President  Menem  in  October  of  last 
ar,  marking  a  milestone  no  less  important  than  the 
vatizations  in  abandoning  the  old  economic  system 
its  overly  restrictive  regulations. 
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(ANNUAL  AVERAGE) 
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SOURCE:  CENTRAL  BANK  OF  ARGENTINA 
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PRIVATIZATIONS 

Argentina's  privatization  program  is  astonishing  inter- 
national trade  experts  because  of  its  audacity  and  speed. 
With  the  recent  congressional  authorization  to  privatize 
the  largest  corporation  in  the  country,  Yacimientos 
Petroliferos  Fiscales  (YPF),  the  state-owned  oil  com- 
pany, Argentina  is  about  to  take  the  lead  in  Latin 
America  in  the  withdrawal  of  the  state  from  the  private 
sector.  In  Chile,  for  example,  the  copper  industry  has 
remained  apart  from  the  process  of  privatization,  while 
in  Mexico  and  Venezuela  the  oil  industry  has  remained 
part  of  the  public  sector. 

However,  the  government's  objective  is  not  limited 
to  privatizing  poorly  administered  state-run  companies, 
which  were  the  principal  source  of  government  deficits 
during  the  eighties.  The  top  priority  is  to  prevent  the 
consumer  from  financing  excessive  returns  for  the  new 


Advertisement  6 


LIVES 


private-company  owners. 

It  is  clear,  from  the  example  set  by 
the  privatization  of  the  telephone  corpo 
ration,  Entel,  and  the  air  carrier 
Aerolineas  Argentinas,  among  others, 
that  the  Argentine  government  has  per- 
fected the  second  stage  of  privatizations.  Prior  to  each 
sale,  the  pertinent  market  has  been  reorganized  to  per- 
mit free  competition  wherever  possible  or  stimulated 
through  a  fair  and  open  regulatory  framework,  automati- 
cally applied  by  national  laws.  Except  in  the  case  of 
YPF,  which  will  be  transferred  to  the  private  sector  next 
year,  the  government  of  Argentina  has  set  the  end  of 
1992  as  its  target  date  for  removing  the  state  from  all 
corporate  activities. 

Among  the  industries  scheduled  for  privatization  are  the 
natural  gas  industry,  the  railroads  and  the  electrical  supply 
industry,  where  the  process  is  already  well  advanced. 

THE 

RESTRUCTURING 

OF  THE   STATE 

The  Argentine  government  is  moving  ahead  with  the 
restructuring  of  the  state  in  the  same  concrete  way  it  did 
with  the  opening  of  markets,  deregulation  and  privatization. 

There  has  been  a  48%  reduction  of  employment  in 
the  public  sector  compared  with  average  levels  during 
the  eighties.  This  is  due  to  privatizations  and  personnel 
reductions  in  the  central  administration. 

The  objective  set  by  the  administration  is  twofold: 
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Argentina:  Evolution  of  Public  Employment, 
Central  Administration  * 
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one,  to  eliminate  the  trend  toward  tax- 
revenue  shortfalls,  which  obliged  the 
state  to  resort  to  printing-press  inflation, 
and  two,  to  correct  the  distortions  cre- 
ated by  the  poor  structure  and  adminis- 
tration of  taxes  and  by  inadequate 

public-spending  policies  adopted  by  successive  govern- 

< 
ments'.  At  the  same  time,  the  administration  has  placed 

strong  emphasis  on  restructuring  and 

refinancing  foreign  debt  as  well  as 

domestic  debt  after  consolidation. 
The  mismanagement  of  public 

finances  not  only  generated  inflation 

and  uncertainty,  but  also  produced 

unfavorable  interregional,  intergenera- 

tional  and  intersector  transfers  of  large 

masses  of  funds.  To  complete  the 

restructuring  of  the  public  sector,  the 

government  hopes  Congress  will 

approve  a  new  welfare  system,  includ- 
ing the  creation  of  private  pension 

funds,  before  the  end  of  1992. 

Argentina  has  also  acted  in  the  social 

sector,  by  eliminating  over  15  distortive 

taxes  and  revamping  the  tax  structure 

so  that  it  will  be  based  on  neutral 

concepts  such  as  a  moderate  VAT 

(value-added  tax)  and  a  tax  on  profits. 

Regarding  simplification  and  reorganiza- 
tion, an  all-out  effort  has  been  made  to 
reform  tax  administration 
agencies.  This  effort  has  achieved  excel! 
results  in  improving  collections.  These 
results  continue  to  elicit  the  admiration 
the  strict  International  Monetary  Fund. 
The  administrative  restructuring  pro; 
has  already  reached  its  goal  of  reducing 
redundant  employment  and  is  now  in  th< 
process  of  streamlining  administration  ol 
the  public  sector.  Reforms  of  the  state 
banking  sector  and  the  provincial  admin 
trations  are  also  progressing. 
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for  over  a  decade  the  independent  power  producers 
have  been  able  to  grow  at  the  expense  of  the  big  electric 
utilities.  Now  the  utilities  are  fighting  back. 


Power  plays 


d« 


r«i 


Jy  Paul  Klebnikov 


VFTER  more  than  a  decade  of  unin- 
errupted  growth,  the  independent 
ower  producers  may  be  in  for  a  few 
ifficult  years.  The  independents  be- 
ame  a  force  after  1978,  when  federal 
nd  state  laws  compelled  big  electric 
tilities  to  buy  power  produced  by  the 
^dependents  (the  so-called  qualify  - 
ig  facilities),  and  resell  the  power 
ithout  profit.  At  the  time,  oil 
[ices  were  high,  generating  ea- 
sily was  in  short  supply  and 
ependents  could  produce  ad- 
tional  power  at  lower  cost  to 
e  payers  than  if  the  utilities 
panded  their  own  capacity. 
Today,    with    electricity    de- 
d  growing  slowly  and  many 
iilities  burdened  with  excess  ca- 
ity,  there  is  less  need  for  inde- 
ndently  produced  power.  Util- 
s   would    rather   spend    rate 
ers'  money  by  investing  in 
rgy    conservation    (Forbes, 
t.  26)  or,  if  necessary,  by  ex- 
lding  their  own  generating  ca- 
ity.  As  a  result,  several  utilities 
now  trying  to  get  out  of  past 
future  commitments  to  take 
independents'  power, 
st  year  California's  utilities 
vinced    that    state's    Public 
ties   Commission   to   allow 

to  monitor  many  of  their  inde- 

dent  suppliers  for  possible  viola- 

s  of  fuel  efficiency  requirements 

other  regulations,  and  penalize 

,ti  if  violations  were  found.  South - 

California  Edison  Co.  now  re- 

s  that  preliminary  investigations 

revealed  that  two  dozen  inde- 

ent    cogeneration    facilities    in 

on's  territory  have  violated  regu- 

ns.  The  utility  Is  charging  these 

ties  for  overbilling  as  far  back  as 

S,    and    is    considering    cutting 

i  off  the  grid.  And  many  more 

be  targeted  in  the  near  future. 


San  Francisco's  Pacific  Gas  &  Elec- 
tric Co.  has  been  playing  tough  with 
its  independents,  too.  Last  December 
one  of  its  suppliers,  Agrico  Cogenera- 
tion Corp.,  which  operates  a  $37 
million  cogeneration  plant  in  San  Joa- 
quin, Calif,  was  told  the  utility  would 
slash  its  payments  to  the  independent. 
Agrico  was  also  slapped  with  an  $8 


million  charge  for  past  overbilling. 
The  company  is  in  Chapter  1 1 . 

In  the  Northeast  the  charge  against 
the  independents  is  being  led  by  Ni- 
agara Mohawk  Power  Corp.,  the  big 
(likely  1992  revenues,  $3.6  billion) 
Syracuse,  N.Y. -based  electric  utility. 
Independents  currently  account  for 
around  20%  of  Niagara  Mohawk's 
power  capacity;  that  could  rise  to  33% 
by  the  middle  of  the  decade.  But  in 
August  Niagara  Mohawk  Chairman 
William  Donlon  petitioned  the  New 
York  State  Public  Service  Commis- 
sion to  curtail  his  purchases  Of  inde- 


pendently produced  power,  at  least 
during  light-load  periods. 

With  plenty  of  excess  generating 
capacity,  Donlon  claims  the  utility 
could  save  $213  million  over  the  next 
seven  years  if  it  could  curtail  its  pur- 
chases from  the  independents.  All  of 
the  savings,  he  argues,  will  go  directly 
to  his  customers.  Two  other  New 
York  utilities,  Consolidated  Edison 
and  New  York  State  Electric  &  Gas, 
have  declared  they  want  to  curtail 
deliveries  from  the  independents. 

Niagara  Mohawk's  curtailment  pe- 
tition is  currently  pending.  While  he 
waits,  Donlon  is  fighting  the  indepen- 
dents another  way.  Over  the  next 
decade  or  so,  Donlon  says  Niagara 
Mohawk  may  end  up  overpaying 
some  of  its  independents  by  as  much 
as  $7.3  billion.  This  overpayment 
would  arise  from  the  difference  be- 
tween what  Niagara  Mohawk  ac- 
9  tually  pays  the  independents  for 
™  their  power,  and  what  the  power 
%  would  cost  if  the  utility  produced 
=   the  power  itself. 

To  make  sure  Niagara  Mo- 
hawk and  its  rate  payers  get  paid 
back,  probably  in  cheap  energy, 
Donlon  is  asking  New  York's  reg- 
ulators to  force  the  independents 
to  cough  up  $7.3  billion  in  secu- 
rity. In  essence,  this  would  add  a 
huge  contingent  liability  to  the 
independents'  balance  sheets. 

Highly  leveraged  and  with  bil- 
lions invested  in  plant  and  equip- 
ment, New  York  State's  indepen- 
dent producers  are  eyeing  the 
situation  nervously.  No  one  ex- 
pects New  York  State  Public  Ser- 
vice Commission  Chairman  Pe- 
ter Bradford  to  agree  to  all  of 
Niagara  Mohawk's  demands.  But 
Lawrence  Kostrzewa,  a  vice  presi- 
dent at  independent  Indeck  Energy 
Services,  Inc.,  says  Niagara  Mohawk 
doesn't  need  the  psc  to  force  the 
independents  into  a  tight  corner.  Says 
he:  "Niagara  Mohawk  knows  as  well 
as  we  developers  do  that  any  uncer- 
tainty or  unresolved  issues  that  come 
up  during  project  financing  negotia- 
tions puts  those  negotiations  on  ice." 
Says  Donlon:  "It  makes  all  the 
sense  in  the  world  for  us  to  try  to 
eliminate  any  nonutility  [power]  gen- 
eration that  is  not  yet  under  construc- 
tion, if  the  contractual  provisions  al- 
low us  to  do  that.  "  WM 
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dl  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  onl 
some  lots!  You  can  purchase  your  homesite  with  9%  financ-| 
ing  and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


Price  subject  to  change  without  notice 


Forbes  Lake  of  the  O^arl 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  informatic 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


|     Address 


City/State/Zip 
Telephone 


or  phone  816/438-2801 


Obtain  the  Properly  Report  required  by  Federal  law  and  nead  it  before  signing  anything  No  Federal  agency  has  judged  the  ments  or  value,  il  any.  ol  this  property 
Opportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lea 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  requesl, 
Cristo  Ranches    NYA88-178 
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n  the  business  of  attracting  foreign  investment,  little 
Vales  has  compiled  a  brilliant  record.  But  in  this  as  in 
ther  businesses,  he  who  rests  on  his  laurels  is  dead. 

k  country  that 
orks 


Carpeted  in  shades  of  green  and 
dotted  with  monumental  gray  castles, 
little  Wales  has  always  been  pastoral. 
Yet  it  was  also  a  land  of  coal,  of 
begrimed  miners  and  dark  slag  heaps. 
As  recendy  as  the  1950s,  half  of  the 
Welsh  working  population  toiled  in 
coal  and  steel. 

Today,  of  the  230  coal  mines  once 
active  in  Wales,  only  4  remain.  The 
steel  industry,  which  once  offered 
jobs  to  250,000  workers,  now  em- 
ploys fewer  than  18,000. 

But  Wales — a  land  the  size  of  Mas- 
sachusetts and  with  a  population  (2.9 
million)  only  half  as  large — does  not 
sit  around  mourning  its  losses.  It  has 
been  remarkably  successful  at  beating 
out  bigger,  richer  competitors  in  the 
game  of  attracting  foreign  invest- 
ment. With  only  5%  of  the  U.K.'s 
population,  Wales  has  received  more 
than  20%  of  its  foreign  investment 
over  the  past  few  years.  In  the  year 
ended  April  1992  that  was  $2  billion, 
more  than  any  other  region  in  Great 
Britain,  which  in  turn  gets  more  for- 
eign investment  than  any  other  coun- 
try in  Western  Europe.  Nearly  one  in 
four  Welsh  manufacturing  workers 
now  has  a  foreign  employer. 

Wales  hasn't  escaped  recession,  but 
the  flow  of  investment  has  cushioned 
the  region.  Six  years  ago  Wales'  un- 
employment rate  was  14%,  three  per- 
centage points  above  the  British  aver- 
age. Today,  at  10%,  it's  high,  but  at 
least  it's  a  bit  below  the  U.K.  average. 

Construction  by  foreigners  is  re- 
making the  landscape.  Near  the  town 
of  Bridgend,  nestled  in  bracken-cov- 
ered hills  once  mined  for  coal,  Sony 
Corp.  is  building  a  $300  million  tele- 
vision plant — its  eighth  major  invest- 
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ment  in  Wales.  Sony  now  employs 
2,600  Welsh  workers'. 

Down  in  Barry,  Dow  Corning  is 
erecting  a  S270  million  expansion  to 
its  existing  silicone  plant.  Across  from 
Dow,  on  the  site  of  an  abandoned 
steel  mill  on  the  docks  at  Cardiff, 
Wales'  capital,  a  big  Dutch  insurance 


Welsh  capital, 
Cardiff,  with  its 
11th-century  castle 
and  modern  rugby 
stadium  (above); 
Rt.  Honorable 
David  Hunt, 
secretary  of  state 
for  Wales 
"If  one  member 
of  the  team  made  a 
mistake,"  says 
Hunt,  "then  people 
died.  Today  you 
see  this  translated 
into  the  Welsh 
work  ethic,  the 
commitment  of 
the  community." 


115,000 


company  is  putting  up  a 
square-foot  office  tower. 

Perhaps  yon  saw  Walter  Pidgeon 
and  Maureen  O'Hara  in  the  1941  film 
How  Green  Was  My  Valley,  and  re- 
member the  Rhondda  valley,  where 
the  film  was  set.  In  the  Rhondda,  the 
last  of  about  50  coal  mines  was  closed 


last  year.  On  the  site  of  a  former  s 
heap,  Welsh  entrepreneur  Al 
Gooding,  the  son  of  a  South  Wa 
miner,  runs  his  $140  million  (19 
revenues)  Race  Electronics.  The  co 
pany  supplies  circuit  boards  to  forei 
computer  makers,  including  IBM  a 
Brother  Industries. 

In  a  world  where  many  differ 
kinds  of  political  jurisdictions — fn 
American  cities  and  states,  to  East) 
European  countries,  to  Russia — 
vying  for  capital  investment  from  t 
eigners,  it  is  worth  asking  why  h 
Wales  has  been  so  successful  at  gett 
the  money. 

Tax  breaks  are  not  the  answer 
35%,  Wales1  effective  corporate 
rate  is  higher  than  Ireland's 
southern  Italy's.  Government  a 
tance  to  foreign  corporations  in  W 
for  things  like  new  plant  construe! 
and  extensions  is  generous,  rum 
at  about  $40  million  a  year.  But  plj 
like  Spain  and  Portugal  are  much  I 
with  such  spending. 

So  what  does  attract  investnn 
Despite  everything  von  thought 
knew   about  Welsh  labor  milita 
Welsh  workers  are  the  main  draw 
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They  know  that  in  addition  to  the  products  they  sell  and  the  people  they  employ,  the  biggest 
ison  for  their  success  may  well  be  the  stock  market  they're  listed  on. 

Consider  a  recent  Fortune®  magazine  article  which  named  the  100  fastest  growing  companies 
America— 63  were  listed  on  one  stock  market:  The  Nasdaq  Stock  Market. 

te^HAT   DO  AMERICA'S 

A  coincidence?  Not  really. 

You  see,  each  of  these  companies  has  learned  that  Nasdaq's  trading  environment  is  ideal  for 
|»mpanies  that  are  anxious  to  grow.  And  grow  fast. 

It's  an  environment  in  which  every  company  has  multiple  market  makers  trading  its  stock, 

ASTEST    GROWING 

>tead  of  a  single  market  maker  like  a  traditional  stock  exchange.  And  because  Nasdaq  market  makers 
rt  a  company  rather  than  being  assigned,  they  have  more  than  a  passing  interest  in  the  performance 
that  company's  stock.  They  stimulate  interest  throughout  the  marketplace  allowing  more  capital  to  be 
>ed  at  a  lower  cost.  And  they  compete  with  each  other,  further  enhancing  a  stock's  liquidity. 

OMPANIES    KNOW 

It's  a  way  of  doing  business  that  has  fueled  the  growth  for  many  of  America's  most  successful 
I  innovative  companies,  including  Microsoft®  MCI®  Apple®  Computer  and  Intel® 

These  companies  though,  aren't  the  only  ones  that  have  come  to  recognize  the  advantages  of 
>daq— America's  fastest  growing  stock  market. 

THAT    YOU    DON'T? 

"Nasdaq's  automated  market  making  system  will  become  more  important  as  trading  becomes 
[e  global,"  Ernest  Tanner,  Professor  of  Economics,  Tulane  University. 

"The  relatively  higher  liquidity  of  Nasdaq  stocks  is  (due)  to  the  interest  of  multiple  market 
^ers,"  Professors  Kerry  Cooper  and  John  Groth,  Texas  A&M  University. 

And  jack  Burke,  Contributing  Editor,  IR  magazine:  "The  Nasdaq  Stock  Market  has  married 
lology  to  competition  and  propelled  itself  firmly  into  the  top  ranks  of  the  world's  equities  exchanges." 

If  you're  a  serious  investor  interested  in  growth,  at  least  now    |d  ACQAQ 

:now  more  about  the  stock  market  best  geared  to  provide  it.  The  stock  market  for^ 

the  next  100  years. 


:.'  ■"' 


100  Fastest  Growing  Companies  in  America 


NASDAQ 


Based  on  mater-ai  from  Fortune  Magazine.  October  1992 
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Boeing  is  at  home  in 

Jamestown,  North  Dakota. 

And  in  hundreds  of  other 

hometowns,  too. 


The  Boeing  Company  started  in 
Seattle  76  years  ago,  and  it's  still  home 
to  some  of  us.  But  the  worlds  our 
neighborhood. 

About  60%  of  our  sales  are  overseas. 
We  have  customers  in  more  than  100 
countries  around  the  world. 

These  international  customers  have 
made  Boeing  America's  largest  ex- 
porter, an  important  counterweight 
in  the  U.S^,  trade  balance. 

Building  airplanes  for  customers  at 
home  and  abroad  is  also  an  impor- 
tant contribution  to  the  good  health 
of  the  overall  economy.  Commercial 
airplane  production  supports  two 
million  jobs  in  the  U.S. 

As  an  example  of  how  many  hands 
and  minds  contribute  to  our  indus- 
try, Boeing  has  contracts  with  30,000 
suppliers  in  48  states,  people  we 
count  on  for  everything  from  naviga- 
tion systems  and  engines  to  machine 
tools  and  paper  clips. 

What  it  comes  down  to  is  that 
traveling  in  our  jetliners  makes  the 
whole  country  seem  like  a  single 
neighborhood.  And  so  does 
building  them. 


A  working  country 


How  blue  is  my  bottle 

When  Geoffrey  and 
Gwenllian  Lockwood 
moved  into  a  derelict 
farm  named  Ty  Nant  out- 
side the  rural  mid -Wales 
town  of  Lampeter  in  1977, 
they  seemed  unlikely  to 
become  international  en- 
trepreneurs. For  almost  a 
decade  they  lived  quietly, 
running  a  small  home- 
dampproofing  business 
and  renovating  350-year- 
old  Ty  Nant — Welsh  for 
"the  house  bv  the 


stream. 

Then  smart  marketing 
turned  Ty  Nant  to  gold. 

A  natural  spring  on  the 
Lockwoods'  property  sup- 
plied their  water.  In  1986 
the  Lockwoods  started  bot- 
tling the  water  and  selling 
it  locally.  In  May  1989,  to- 
gether with  a  local  ac- 
countant and  a  hotelier,  the 
Lockwoods  started  Ty 
Nant  Spring  Water  Ltd.  In 
order  to  expand  sales  be- 
yond Lampeter,  they  bor- 


rowed $200,000 
through  a  government- 
backed  small-business 
loan. 

Ty  Nant  quickly  be- 
came a'  success  and  now 
competes  internationally 
with  Perrier  and  San  Pelle- 
grino.  Sales  this  year 
should  hit  7.5  million  bot- 
ties,  for  revenues  of  $2.6 
million,  half  in  the  U.S. 

The  secret  isn't  in  the 
bottle.  It  wthe  botde.  In 
1989  the  Lockwoods 
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Gwenllian  and  Geoffrey  Lockwood,  founders  of  Ty  Nant  Spring  Water  Ltd. 
Making  money  from  underground — not  coal  this  time,  but  water. 


started  selling  their 
water  in  an  elegant  cobal 
blue  botde,  aiming  the 
product  at  high-priced 
hotels  and  restaurants.  T 
Ty  Nant  bottle  costs 
twice  as  much  to  produce 
San  Pellegrino's  green 
glass  bottles — but  a  25- 
ounce  bottle  of  Ty  Nant 
retails  for  $3,  against  $1  c 
for  San 
Pellegrino. 

The  Lockwoods  have 
cashed  in  their  chips.  Lat 
last  year  they  sold  40%  o: 
Ty  Nant  to  a  joint  ventu 
owned  by  Italian  beer  di 
tributor  Biscaldi  Import/] 
Export  srl  and  Mexican 
born  Alfonso  Guerrero, 
owner  of  jml  Importing 
Co.,  Inc.  In  July  Biscald 
and  Guerrero  bought  th 
rest  of  the  company.  To 
price:  about  $3  million. 
Biscaldi  and  Guerrero  n 
are  investing  $400,000 
to  double  production  at 
Nant's  tiny  bottling  plan 
in  Lampeter. 

Gwenllian  Lock- 
wood — now  in  her  late 
and  probably  the  wealth 
est  woman  in  Lampeter 
says  success  stories  like 
hers  and  her  husband's 
encouraging  other  Wels 
entrepreneurs.  "There  i 
new  breed  of  people 
coming  up  here,"  she  sa 
proudly.  -M.R. 


Wales  is  a  country  that  works. 
Hard.  Productivity  at  Sony's  first 
Bridgend  TV  plant,  opened  in  1974, 
consistently  ranks  first  or  second 
among  its  television  plants  world- 
wide. Osaka- based  Sharp  Corp., 
which  normally  makes  two  different 
product  lines  in  each  of  its  factories 
outside  Japan,  makes  five  product 
lines  in  its  plant  in  Wrexham  in  north- 
east Wales.  Sharp  managers  say  they 
can  do  so  because  production  em- 
ployees are  so  efficient.  Dow  Corning 


managers  report  that  its  wage  costs  in 
Wales  run  20%  lower  than  in  the  U.S. 
David  Hunt,  the  U.K.'s  secretary  of 
state  for  Wales,  has  a  theory  for  why 
Welsh  workers  are  so  productive. 
"Historically,  they  risked  their  lives 
working  underground,"  says  Hunt. 
"In  teams  of  people  who  were  sup- 
porting each  other,  if  one  member  of 
the  team  made  a  mistake,  then  people- 
died.  Today  you  see  this  translated 
into  the  Welsh  work  ethic,  the  com- 
mitment of  the  community." 


Take  note,  anyone  who  thinks 
creased    government    spending 
quickly  make  a  work  force  smarter 
more  productive. 

With  their  ability  to  subordii 
individuality  to  a  team's  effort  tol 
things  done,  the  Welsh  make  ]. 
nesc  employers  feel  right  at  he 
"The  Welsh  workers  are  very  in 
like  the  Japanese,"  says  Choi 
(Charlie)  Toda,  managing  direct! 
Matsushita  Electric  U.K.  Ltd.  in  < 
diff.  Tctsuo  Uranishi  of  Sony 
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'How's  the  new  proposal?' 


"Finished" 


"C'mon,  the  research  alone. . '.'    "That  was  the  easy  part" 
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'The  client  said  we  nailed  it" 


"You  already  turned  it  in?" 
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B)ay5  ago.  W£  were  first" 


"Hey  are  we  talking  some  kind  of  secret  weapon  here?" 


\ 


The  answer  is  in  Dialog. 


lation— complete,  precise,  up- 
minute.  It's  your  most  powerful 
?ss  tool.  Find  exactly  what  you 
[o  know  fast  in  Dialog,®  the  worlds 
id  largest  electronic  library.  We 
jver  400  diverse,  detailed  data- 
|  eadily  accessible  online  via 
iter  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industry. 


1-800-3-DIALOG 


Outside  U.S.,  415-858-3785.  Fax  415-858-7069. 


Dialog  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worldwide  company  data,  market 
data,  patents  and  trademarks,  techni- 
cal articles,  current  news.  From  D&CB, 
S&P,  Reuters,  Teikoku,  McGraw-Hill, 
Knight-Ridder,  and  many  other  sources, 
many  updated  daily,  even  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 


[  Information  Services,  Inc.,  3460  Hillview  Avenue,  Palo  Alto,  California  94304  All  rights  reserved.  DIALOG  is  a  servicemark  of  Dialog  Information  Services,  Inc.,  Registered  US  Patent  and  Trademark  Office. 
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A  NEW  HIGH-VOLUME  COPIER  THAT  GOES 
FROM  ZERO  TO  60  CPM  IN  JUST  4.5  SECONDS. 

Talk  about  speed  and  power.... The  new  Panasonic1  FP-6090  copier  not  only 
zaps  out  copies  from  single  originals  at  60  cpm,  it  delivers  multiple -original 
copies  at  an  impressive  55  originals  per  minute. 

This  powerhouse  offers  exceptional  value,  too. 

Like  a  20 -bin  sorter  for  stapled  copies.  And 
duplex  (two-sided)  copying  capability.  Both  of 
which  are  standard— not  extra-cost  options. 

The  Panasonic  FP-6090  copier. 
Another  demonstration  of  our  approach  to 
office  automation:  creating  products  that  do 
a  little  more,  and  cost  a  little  less. 

Call  us  for  more  information.  For  printers, 
computers,  monitors  and  peripherals,  call 
1-800-742-8086;  for  facsimiles,  copiers  and 
typewriters,  1-800-843-0080,  ext.  4016 
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A  working  country 


Sony  UK  Managing 
Director  Takashi 
Hayashi  with 
workers  at  Sony's 
new  television  factory 
near  Bridgend 
(left);  at  right,  the 
town  of  Maerdy, 
amid  the  huge  hills 
and  slag  heaps  of 
the  Rhondda  valley; 
below,  young  girls 
of  the  Rhondda 
One  in  four 
Welsh  workers 
now  has 
a  foreign 
employer. 


that  he  can  invest  over  $15,000  in 
training  an  apprentice  engineer  in 
Wales  without  worrying  that  the  em- 
ployee will  jump  ship  for  a  higher- 
paying  job. 

The  officials  charged  with  selling 
Wales  to  investors  work  hard,  too. 
David  Hunt's  predecessor  as  secretary 
of  state  for  Wales  was  a  former  busi- 
nessman named  Peter  Walker.  A  can- 
do  sort,  Walker  hired  another  busi- 
nessman, Welsh  software  millionaire 
Gwyn  Jones,  to  run  the  Welsh  Devel- 
opment Agency.  Together  they 
cleared  away  obstacles  that  might  im- 
pede investors  from  putting  their  cap- 
ital to  work  in  Wales. 

In  1988,  for  example,  Walker  and 
Jones  began  to  court  Germany's  Rob- 
ert Bosch  GmbH.  Bosch  had  nar- 
rowed the  choice  of  a  site  for  a  new 
automotive  alternator  factory  to 
Wales  and  Catalonia,  Spain.  At  a 
lunch  in  Stuttgart,  Bosch  Chairman 
Marcus  Bierich  complained  that  he 
liked  Wales  but  couldn't  secure  a  50- 
acre  tract  he  would  need  to  complete 
a  factory  site  outside  Cardiff.  While 
Walker  lunched  with  Bierich,  Jones 
excused  himself  and  got  on  the  phone 
to  Wales.  By  the  time  the  main  course 
arrived,  he  was  able  to  tell  Bierich  that 
the  land  had  become  available.  A  few 


months  later,  Bosch  decided  on 
Wales,  where  it  now  employs  750. 

The  jobs  directly  created  by  foreign 
investment  are  important,  of  course, 
but  so  arc  spillover  benefits.  Welsh 
entrepreneurs,  such  as  the  founders  of 
the  Ty  Nant  bottled  water  firm  (see 
box,  p.  284),  are  becoming  more  nu- 
merous. Small  business  startups,  the 
best  sign  of  entrepreneurial  animal 
spirits,  are  up  over  50%  since  1986. 

Wales'  most  successful  entrepre- 
neur is  Alfred  Gooding,  who  bought 
the    failing    computerized    gaming 


equipment  manufacturer  Race  I  , 
tronics  for  $150,000  in  1983.  He 
his  big  break  two  years  later  \\ 
Japan's    Brother    Industries   bin 
plant  in  North  Wales  and  awai 
Gooding  a  contract  to  supply  ci 
boards.  As  other  foreign  clients  i 
lowed,  Race's  work  force  has  exp 
ed    from    75    employees    to    1 
Needing  capital  to  expand,  Cio 
sold  24%  of  his  firm  to  Citicoi 
1987  for  $3.4  million  and  an 
20%  to  the  big  Japanese  trading  i 
panyC.  Itoh  (now  Itochu  Corp.  1 
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later  for  $9. 5 'million, 
lat  does  Gooding,  a  fervid  Welsh 
)t  who  still  lives  within  a  few 
of  his  birthplace,  have  to  say 
foreign  investors?  "We'd  be  in 
pS  without  them,"  he  replies. 
:  foreign  investors  and  the  trans- 
ition of  the  Welsh  economy  are 
Universally  popular,  however.  In 
L  as  in  the  U.S.,  one  can  hear 
[laints  that  those  good,  high- 
coal  and  steel  jobs  are  being 
d  by  low-wage  work  boxing 
boards  and  assembling  other 


countries'  high-value-added  compo- 
nents. "The  government,"  says 
George  Rees,  general  secretary  of  the 
National  Union  of  Mineworkers  in 
South  Wales,  "should  create  jobs 
where  there  are  good  wages  to  be 
paid,  rather  than  investing  in  grants  to 
the  Japanese  who  pay  low  wages  out." 
In  a  sense,  the  government  is  heed- 
ing Rees'  advice.  Britain's  top  re- 
search university,  Imperial  College, 
London,  is  planning  to  set  up  research 
laboratories  near  Cardiff.  That  won't 
reopen  the  mines  or  refire  the  hearths, 


but  longer  term  it  will  help  attract  the 
foreign  investment  Wales  needs.  Phil- 
ip Cooke,  professor  of  regional  eco- 
nomics at  the  University  of  Wales  at 
Cardiff,  worries  that  without  such 
educational  investment,  the  next 
wave  of  foreign  investment  will  flow 
to  places  like  Ireland  and  India. 

In  the  business  of  winning  foreign 
investment,  the  region  that  sits  on  its 
past  achievements  will  soon  be  passed 
by.  The  hardworking  Welsh  are  un- 
likely to  do  much  sitting  down  on  the 
job.  Hi 
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Mighty  Fujitsu  spent  the  past  two  decades  racing  against  IBM  in 
mainframes.  Now  President  Tadashi  Sekizawa  struggles  to  cope  with 
the  same  market  shifts  that  have  humbled  the  U.S.  computer  giant. 

Race  against  time 


By  Gale  Eisenstodt 

Tadashi  Sekizawa,  president  of  Fu- 
jitsu Ltd.  since  1990,  delivered  an 
unusually  stern  speech  to  the  comput- 
er maker's  employees  last  New  Year. 
Downsizing  in  computer  manufac- 
ture was  no  longer  just  IBM's  problem, 
he  warned.  Japan's  computer  market 
was  changing  at  a  much  faster  pace 
than  was  widely  recognized.  Sekizawa 


I0fc. 
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ill-in 

re  rap 


then  declared:  "I  am  keenly  aware  of 
the  urgency  of  implementing  reforms 
within  Fujitsu." 

Forthright  and  persistent,  Se- 
kizawa, 6 1 ,  is  working  at  a  brisk  clip  to 
get  the  $29  billion  (sales)  computer 
giant  back  on  track  before  market 
shifts  pass  the  company  by  and  cus- 
tomers turn  to  other  suppliers.  But 


the  task  of  turning  around  such  a  h  " 
company      quickly     is      enornu 
"There  is  a  lot  we  still  have  to  c 
Sekizawa  tells  Forbes,  with  an  a 
ble  sigh. 

Until  recendy,  Fujitsu  has  seei 
immune  to  the  problems  facing 
and  other  Western  vertically  integ 
ed  computer  firms.  Since  the 
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Tadashi  Sekizav 
president  of  Fujj 
Trying 
to  shake  up 
the  company. 
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Looking  for  a  sweet  deal 
on  a  high-performance  PC? 
The  Tandy  4825  SX  has  blaz- 
ing speed  and  more  than 
enough  memory  and  storage 
to  race  through  Windows. 
Which  is  easy,  since  we've 
already  installed  Windows 
software  on  the  hard  drive. 
One  low  price  gets  you  down 
to  businesc  .  .  .  fast. 

And  the  icing  on  the  cake? 
You  can  upgrade  anytime  to 
an  awesome  50MHz  speed 
with  the  Intel  OverDrive™ 
Processor.  Go  for  it! 


Available  at  participating 
Radio  Shack  stores  and  dealers 
and  at  Computer  City. 
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Fujitsu 

1970s,  when  Fujitsu  joined  forces 
with  Sunnyvale,  Calif.-based  Amdahl 
Corp.  to  develop  an  IBM-compatible 
machine,  Fujitsu's  prime  task  was  to 
race  against  IBM  to  produce  better, 
faster  mainframes. 

When  IBM  started  to  stumble  in  the 
mid-1980s,  Fujitsu  continued  to  en- 
joy rapid  growth.  Its  business  was 
spurred  by  the  booming  capital 
spending  of  its  customers  in  Japan.  In 
1990,  to  increase  its  presence  in  com- 
puter markets  overseas,  Fujitsu  paid 
some  $1.3  billion  for  an  80%  stake  in 
Britain's  International  Computers 
Ltd.  (icl),  the  only  major  European 
computer  company  that  is  still  mak- 
ing money. 

Now,  however,  Fujitsu's  sales 
growth  is  slowing.  The  company  re- 
ported a  $160  million  loss  for  the  six 
months  ended  Sept.  30,  1992 — the 
first  loss  in  the  company's  entire  57- 
year  history.  Sekizawa  hopes  that  for 
the  full  year  (ending  March  1993) 
Fujitsu  will  earn  $42  million.  That's  a 
pittance  in  comparison  with  the  $723 
million  the  company  earned  in 
fiscal  1990. 

Sekizawa's  immediate  problem  is  a 
lack  of  demand,  the  natural  outcome 


of  Japan's  economic  recession.  But  he 
knows  that  his  real  problems  will 
begin  when  the  recession  ends  and 
his  customers  start  buying  lower- 
margin  computer  products  in  market 
segments  in  which  Fujitsu  is  rela- 
tively weak. 

Japan's  backward  computer«market 
is  in  upheaval.  Computer  downsiz- 
ing— so  late  to  come  to  Japan — is 
accelerating.  Mainframes  still  com- 
pose 33%  of  Japan's  computer  mar- 
ket, versus  23%  in  the  U.S. — but  that 
share  is  shrinking.  Proprietary  systems 
are  also  still  the  norm  in  Japan. 

Until  very  recently,  customers  went 
along  with  the  way  all  Japanese  com- 
puter companies,  including  Fujitsu, 
used  proprietary  systems  to  lock  in 
their  customers  and  to  keep  hardware 
prices  high.  But  now  users  are  tight- 
ening their  belts.  Japanese  corporate 
users  want  cheaper,  open  systems 
based  on  Unix  that  link  together  serv- 
ers, workstations  and  personal  com- 
puters. Dataquest  Japan  projects  that 
mainframe  sales  will  decline  at  a  4% 
annual  rate  over  the  next  five  years. 

That's  bad  news  for  Fujitsu.  Ac- 
cording to  Steven  Myers,  an  analyst 
with  Jardine  Fleming  Securities  in 


Tokyo,  mainframe-related  pnxhlV 
(including  maintenance  and  s  V 
ware)  account  for  50%  to  60V" 
company  revenues  and,  until  recer 
an  even  bigger  share  of  profits.  Mt  nfc 
while,  Fujitsu  accounts  for  just  Sl,  Jte 
Japan's  PC  market,  according  to  D  ■*# 
quest  Japan. 

Even  demand  for  telecommurtM^t* 
tions  equipment  (12%  of  Fujit^) 
revenues)  is  down  sharply  becaus  ■ 
spending  cuts  by  Japanese  custon 

To  make  all  this  worse,  in  semic 
ductors  Fujitsu  has  since  1988  coi 
tently   outinvested   its   larger  it 
nec,  Hitachi  and  Toshiba.  In  just 
example,  it  recendy  opened  a 
$300  million  plant  to  make  4-mi 
bit  drams  in  the  U.K.  The  chip  r 
ket  (about  10%  of  company  reven 
is  finally  starting  to  pick  up  in  the 
but  is  still  in  a  slump  in  Japan.  Fjnow 
su's  semiconductor  division  has  1  roh.r 
losing  money.  ing's  .\h 

Fujitsu's  key  Japanese  rival,  I  ti  v 
chi,  faces  much  the  same  prob  tir.c :  \ 
with  slumping  mainframe  sales,  on\ 
Hitachi  is  both  more  diversified  ictvh: 
cash  rich.  Fujitsu,  which  inve»'  sr.c: 
heavily  throughout  the  late  198(lht\: 
stuck  with  massive  debt:  $12.4  bitt:  :\ 
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kept.  30.  "Fujitsu  executives  are 
|iow  realizing  the  magnitude  of 
roblem  they  face,"  says  Jardine 
[ng's  Myers. 

v  to  Sekizawa's  challenge  is  ac- 
|ting  the  rate  at  which  Fujitsu 
>me  out  with  new,  appealing 
[icts.  In  the  mainframe  business, 
generation  of  products  is 
lied  only  every  four  to  five  years. 
Iktops,  life  cycles  are  typically  six 


months  to  one  year. 

In  June  Sekizawa  took  a  leaf  from 
IBM's  book.  To  strengthen  Fujitsu's 
role  in  PCs,  he  split  the  company's 
operations.  He  established  a  Personal 
Systems  Business  Group,  which  will 
have  marketing,  research  and  devel- 
opment and  manufacturing  all  under 
one  roof.  The  goal  is  to  speed  up 
product  development.  The  unit  will 
also  keep  its  own  books.  "We  must  be 


competitive  in  terms  of  product  and 
price,"  declares  Akira  Kuwahara,  gen- 
eral manager  of  the  new  Personal 
Systems  group. 

Fujitsu's  nascent  PC  effort  is,  how- 
ever, already  faltering.  This  fall,  amid 
much  fanfare,  Compaq  Computer 
and  IBM  brought  the  U.S.  personal 
computer  price  wars  to  Japan  by  un- 
veiling a  range  of  cheap  models. 

"We  are  not  sufficiently  respond- 
ing to  the  challenge,"  frets  Sekizawa, 
but  for  now  Fujitsu  can't  do  much 
responding.  Development  and  manu- 
facturing costs  of  Fujitsu's  own  pecu- 
liar proprietary  PCs  are  higher  than  for 
the  imported  IBM  and  Compaq  ma- 
chines, which  are  built  around  the 
worldwide  IBM  AT  standard.  And  Fu- 
jitsu's promotion  and  distribution 
costs  are  also  high.  "Our  wholesalers 
have  to  eat,  too,"  says  Kuwahara. 

Fujitsu  remains  strong  in  technol- 
ogy but  weak  when  it  comes  to  mar- 
keting its  innovations.  Fujitsu,  for 
example  launched  the  first  multime- 
dia PC  with  a  compact  disk  drive  in 
1989.  At  that  time,  though,  there  was 
no  market  for  it.  Some  four  years  later, 
after  an  estimated  $800  million  in- 
vestment, the  product  is  finally  gain- 


)r  five  consecutive  years,  The 
table  has  had  more  ChFCs 
■tered  Financial  Consultants)  than  any- 
n|n  life  insurance.  And  that's  not  half  the  story. 
We've  also  had  more  CLUs  (Chartered  Life 
mrwriters)  for  four  years  in  a  row.  These  profes- 
bil  designations  are  the  most  prestigious  an  agent 
warn. 

what's  more,  The  Equitable  ranks  among  the  indus- 

Jbaders  in  numbers  of  Registered  Representatives  - 

also  licensed  fo  sell  mutual  funds  and  other 

ties  products  offered  through  Equico  Securities, 

's  how  we've  become  one  of  the  top  sellers 

8»:h  products  in  the  entire  insurance  company 


broker/dealer  community. 
This  commitment  to  professionalism 
and  training  is  what  keeps  us  so  well  abreast 
of  client  needs  in  today's  complex  market.  It's  one 
of  the  key  reasons  our  new  individual  premiums  and 
deposits  in  the  first  half  of  1992  are  over  45%  higher 
than  for  the  same  period  last  year. 

To  learn  more  about  the  strength  in  The  Equitable's 
numbers,  please  write  to  Richard  H.  Jenrette,  CLU, 
Chairman,  or  Joseph  J.  Melone,  CLU,  ChFC, 
President,  at  The  Equitable,  787  Seventh  Avenue, 
Dept.  A,  New  York,  NY  10019. 


The  Equitable  Companies  Incorporated 
is  traded  on  the  NYSE  under  the  symbol  EQ. 
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Fujitsu 


Mainframe  at  a  Fujitsu  plant  in  Shizuoka  Prefecture,  Japan 
The  mainframe  is  not  dead,  but  its  best  days  are  over. 
Fujitsu  is  struggling  to  cope  with  the  change. 


ing  acceptance.  But  the  multimedia 
market  is  not  really  expected  to  take 
off  for  several  years.  By  then  Fujitsu 
will  have  invested  in  yet  more  versions 
and  the  company  will  face  stiff  compe- 
tition from  Apple  and  IBM. 

In  the  fast-growing  Unix  worksta- 
tion business,  Fujitsu  is  still  a  light- 
weight. Last  year  the  computer  firm 
started  selling  a  new  line  of  worksta- 
tions in  Japan  to  supplement  its  old 
proprietary  model.  ICL,  Fujitsu's  Brit- 
ish acquisition,  has  extensive  experi- 
ence with  open  systems. 

But  the  Unix  workstation  business 
in  Japan  is  dominated  by  Sun  Micro- 
systems, which  has  over  25%  of  the 
market,  and  Hewlett-Packard's  joint 
venture  with  Yokogawa  Electric, 
which  has  a  16%  share.  Fujitsu  is  also 
one  of  Sun's  vendors.  The  U.S.  firms, 
which  still  sell  mostly  to  engineers,  are 
now  pushing  into  the  wider  commer- 
cial market  that  Fujitsu  is  also  aiming 
for.  In  short,  Fujitsu  faces  hand-to- 
hand  combat  against  very  well  estab- 
lished competition. 

Even  if  Fujitsu  can  develop  the 
products  its  customers  will  want,  it  is 


anything  but  clear  whether  the  com- 
pany can  ever  again  be  as  profitable  as 
it  has  been  in  the  past.  The  open- 
systems  business  is  not  nearly  as  prof- 
itable as  the  proprietary  business. 
"Mainframe  sales  subsidized  less 
competitive  parts  of  the  company," 
says  Hiroki  Kamata,  a  Tokyo- based 
computer  consultant. 

To  boost  profits,  Fujitsu  recently 
formalized  the  way  it  charges  for  soft- 
ware and  services,  items  that  in  Japan 
often  come  free  with  hardware,  (ibm 
Japan  rapidly  followed  suit.)  Fujitsu  is 
also  cashing  in  on  its  decades  of  expe- 
rience creating  systems  by  selling  con- 
sulting services. 

There  are  some  early  indications 
that  Sekizawa  is  beginning  to  trim 
some  of  Fujitsu's  high  costs.  Major 
Japanese  companies  don't  like  to  fire 
people,  but  Fujitsu  has  drastically  cut 
back  on  new  hires.  To  combat  anoth- 
er debilitating  cost,  internal  resistance 
from  staff  accustomed  to  pushing 
mainframes,  Sekizawa  has  shifted  ex- 
ecutives around.  And  he  has  tried  to 
shake  up  Fujitsu's  hierarchy  by  en- 
couraging junior  staff  to  contact  him 


directly  through  electronic  mail. 

Earlier  this  year  Fujitsu  shut  dow 
semiconductor  assembly  facility, 
San  Diego  and  sold  off  its  money 
ing  U.S.  facsimile  business.  "Th 
will  be  a  lot  of  reorganization  ft 
now  on,"  acknowledges  Michio  > 
uto,  a  managing  director  at  Fuji 
"We  need  to  increase  efficiency 
much  as  possible."  It's  possible 
this  may  include  layoffs,  though 
jitsu  will  hold  out  as  long  as  possi 

As  he  cuts  costs,  Sekizawa 
probably  have  to  hold  down  Fujit 
heavy  r&d  spending.  In  recent  y 
this  spending  has  averaged  aro 
10%  of  Fujitsu's  sales,  compared  \ 
the  industry  average  of  around 
But  Sekizawa  is  trimming  the  rat 
growth  to  about  5%  this  year,  c 
pared  with  10%-plus  spending 
creases  in  recent  years. 

To  stretch  his  R&D  yen,  SekiiH 
has  been  investing  in  small,  innov; 
U.S.  computer  companies,  inclm 
startups — and  doing  so  with  b< 
results  than  most  Japanese  firms. 

Earlier  this  year,  for  example, 
jitsu  acquired  all  of  Poqet  Comp 
of  Santa  Clara,  Calif.,  a  compam 
jitsu  had  begun  buying  into  se1 
years  ago.  The  investment  gives 
jitsu  a  foot  in  the  door  in  the  pro 
ing  pen-based,  hand-held  PC  mar 

Another  example:  Last  year  P 
paid  $40  million  for  a  44%  stake 
Computer,  run  by  Andrew  H 
who  developed  IBM's  rs/6000  w 
station.  Hal  is  developing  adva 
workstations  and  servers.  And  t 
cure  access  to  the  latest  generate 
semiconductors,  Fujitsu  annou 
that  it  is  teaming  up  with  Adva 
Micro  Devices  to  produce  a 
memory  device,  a  new  type  of 
that  has  the  potential  to  replace 
drives  in  computers. 

Will  Sekizawa  be  able  to  tun 
jitsu  onto  a  new  course?  One  T( 
based  official  of  a  U.S.  compute! 
has  his  doubts.  "Fujitsu  is  a  loj 
IBM,"  he  says.  "The  compam  is 
gant,  and  there  is  a  lot  of  inertia 

For  both  companies  thai  judg 
is  probably  too  harsh.  Hut  the 
fact  that  one  hears  such  thing) 
about  Japanese  companies 
highly  regarded  ones  like  Fuji 
speaks  volumes  about  the  il'i 
transition  Japan's  economy  Ii 
going  through. 
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Here's  the  list  of 
companies  S&P 
recommends  for 
long-term  growth. 
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Heres  the  list  of 
S&P's  recommended 
companies  that  have 
gone  public  in  the 
last  4  years. 
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To  make  the  S&P  500.  a  company  has  to  meet  some  tough  requirements. 
S&P's  Supervised  Master  List  of  Recommended  Issues  is  even  more  selective,  with 
exacting  standards  for  earnings,  dividends  and  growth.  Freddie  Mac  is  the  only 
company  to  earn  a  spot  on  both  lists  only  four  years  after  going  public.  Our  record 
of  success  enables  us  to  make  mortgage  financing  more  available  and  affordable  for 
1  in  8  American  homes.  And  that's  another  success  story  we're  proud  of. 

Freddie  Mac,  8200  Jones  Branch  Drive,  Mail  Stop  405.  McLean,  VA  22102 
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Businesses  weren't  the  only  organizations 

that  overleveraged  in  the  1980s. 

Consider  Boston's  venerable  Museum  of  Fine  Arts. 


K 


Debt  for 
art's  sake 


By  Dana  Wechsler  Linden 


One  of  the  nation's  five  largest  art 
museums,  the  Museum  of  Fine  Arts, 
Boston,  occupies  a  grand,  turn-of- 
the-century  Beaux  Arts  building  on 
Boston's  broad  Huntington  Avenue. 
Its  Japanese  art  collection  is  often 
called  the  best  outside  Japan.  It  is 
renowned  for  extraordinary  collec- 
tions of  French  impressionism  and 
ancient  Egyptian  sculpture. 

But  there  is  a  shabbier  side  to  the 
mfa  story.  The  museum  owes  credi- 
tors so  much  money  that  manage- 
ment recently  was  forced  to  impose 
the  biggest  layoff  in  the  organiza- 
tion's 122-year  history.  In  fiscal  1991 
(ended  June  30)  the  museum  report- 
ed an  operating  deficit  of  $2.8  mil- 
lion. In  fiscal  1992  expenses  again 
exceeded  revenues  by  $2.8  million — 
even  after  eliminating  some  40  full- 
time  jobs,  cutting  the  number  of  mu- 
seum shows  from  22  in  1990  to  15 
last  year,  and  emphasizing  the  mu- 
seum's permanent  collection  over 
costlier  loan  shows. 

The  MFA  got  into  its  present  diffi- 
culties the  same  way  lots  of  companies 
and  individuals  got  into  financial  hot 
water.  It  borrowed  its  way  in. 

Until  recently,  says  Laurence 
Miller,  former  director  of  Laguna 
Gloria  Art  Museum  of  Austin,  Tex. 
and  now  a  consultant  to  cultural  insti- 
tutions, museums  had  no  urge  to 
borrow  money.  During  the  19th  and 
most  of  the  20th  centuries,  Boston's 
Museum  of  Fine  Arts,  like  other  art 
museums,  was  essentially  a  warehouse 
of  precious  objects.  Most  consisted  of 
quiet,  cavernous  galleries  where  the 
art  was  lined  up  in  a  row.  Scholars 
were  comfortable,  but  it  wasn't  con- 
sidered terribly  important  whether  or 


Crowds  at  the  MFA's  Monet  show  in  1990 
Cash  is  tight.  No  more  big  shows? 


not  the  public  felt  at  home. 

But  in  the  1970s  "blockbuster" 
exhibits  with  mass  appeal,  like  "Trea- 
sures of  Tutankhamen,"  became  all 
the  rage.  Attitudes  changed.  Trustees 
started  scrutinizing  museum  atten- 
dance figures  and  erecting  new  wings 
with  ficus  trees,  boutiques  and  ele- 
gant cafes — all  to  make  their  muse- 
ums more  appealing. 

The  Boston  museum  lacked  space 
for  blockbuster  shows.  This  was  recti- 
fied in  1981  when  its  $20  million, 
I.M.  Pei-designed  West  Wing 
opened.  In  1989  an  $1 1  million  park- 
ing garage  went  up  to  accommodate 
the  new  visitors.  In  between,  the 
trustees  spent  over  $20  million  mod- 
ernizing and  renovating  the  painting 


galleries  and  museum  school 

The  trustees  didn't  have  the  mo 
on  hand  for  all  this  construction 
problem.  The  museum  borro\ 
most  of  it  by  issuing  low-interest,  I 
exempt  bonds — of  which  $37  mil 
is  still  outstanding — backed  by  to 
sachusetts  state  agencies.  Last  ye 
interest  expense  on  the  bonds 
nearly  $3  million — roughly  equ 
lent  to  the  museum's  deficit. 

"The  [museum's]  income 
didn't  keep  pace  with  the  expt 
side,"  explains  the  chairman  of 
mfa's  board  of  trustees,  67-year 
Henry  Foster,  who  sold  his  biom 
cal  research  firm  Charles  River  I 
oratories  to  Bausch  &  Lomb  for  $ 
million.  Why  wasn't  something  d 
earlier?  "The  cost  of  everything 
crept  up,"  says  Foster.  "We  1 
through  some  very  good  times  w 
there  was  less  tendency  to  scruti 
costs." 

As  Foster  struggles  to  get  the 
seum's  finances  back  in  shape,  the 
will  not  produce  any  more  blockb 
er  art  shows.  "They're  as  risky  if 
more  so  than  a  blockbuster  mov 
and  at  least  the  movies  have  box  o 
stars,"  says  deputy  director  and  fii 
cial  man  Morton  Golden. 

To  increase   revenues,  admis 
and  parking  fees  were  jacked  u 
July,  and  the  museum  announce 
innovative    arrangement    with 
third-largest  city  in  Japan,  Nagoy 
form  the  Nagoya/Boston  Museu 
Fine  Arts  there.  AH  the  exhibits 
come  from  Boston's  collection, 
pensation  for  the  mfa  hasn't 
worked  out  yet.  But,  says  Golde 
would  have  helped  a  lot  with 
year's  deficit." 

Still,  none  of  this  is  enough  to  < « 
the  gap  between  revenues  anoW!',iril,|i 
penses.  To  do  that,  museum  off* 
are  embarking  on  a  capital  camp 
that  they  hope  will  add  upwan    rn, 
$100  million  to  the  museum's 
million  endowment  fund. 

Museum  of  Fine  Arts  officials  a 
to  no  regrets  over  the  1980s  bor 
ing  and  spending  splurge.  "It  w 
have  been  shortsighted  not  to  di 
says  Golden.  "Now  the  MFA  is  i 
the  standard  of  other  world  d.v 
stitutions."  But  at  a  cost  not  OH 
the  museum's  finances  but  also  i 
reputations  of  some  managers 
trustees  for  fiscal  acuity. 
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Van  Kampen  Merritt 


VAN  KAMPEN  MERRITT  INSURED  MUNICIPALS  INCOME  TRUST" 

libu'll  appreciate  this  investment 
many  times  during  the  year. 


One  more  than  others. 


'he  income  you  receive  from  the  Van  Kampen 
lerritt  Insured  Municipals  Income  Trust  is  free 
rom  federal  income  taxes,  and,  depending  on 
/here  you  live,  from  state  and  local  taxes,  too. 

That  can  make  a  big  difference  when  tax  time 
)lls  around:  you  may  have  more  money  to  spend 

save,  less  to  pay  the  government. 

April  isn't  the  only  good  month  for  IM-IT®.  You 
in  receive  payments  every  month,  every  quarter 

twice  a  year  according  to  your  schedule  to 


help  you  budget.  The  Trust  is  insured*  for 
prompt  payment  of  interest  and  principal  and 
has  received  the  highest  quality  (AAA)  rating 
from  Standard  and  Poor's  Corporation. 

Ask  your  investment  representative  for  a  pro- 
spectus containing  more  complete  information, 
including  all  charges  and  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money.  Or  ci  11 
1-800-DIAL  VKM  (1-800-342-5856)  ext.  1222. 


Van  Kampen  Merritt 

u  -    Investing  With  A  Sense  of  Direction® 


The  terms  of  the  insurance  are  more  fully  described  in  the  Trust  prospectus;  no  representation  is  made  as  to  the  insurer's  ability 
e  meet  its  commitments  and  the  insurance  relates  only  to  the  bonds  in  the  Trust  and  not  to  the  units  offered.  The  insurance  does 
lot  remove  market  risk.  The  principal  value  of  and  investment  return  on  Trust  units  will  vary  with  market  conditions.  Therefore, 

I'demption  value  of  Trust  units  may  be  more  or  less  than  the  original  cost. 
■notes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 
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U.S.  vendors  are  moving  from  strength  to  strength  in  Japan's 
packaged  software  market.  The  best  is  yet  to  come. 

Software 
on  black  ships 


By  Andrew  Tanzer 

As  Japan's  leading  distributor  of 
shrink-wrapped  software  for  personal 
computers,  Masayoshi  Son,  president 
of  Softbank  Corp.,  has  a  front- row 
view  of  trends  in  the  industry.  "A  big 
opportunity  for  foreign  [software] 
vendors  has  been  opened  by  Win- 
dows, networking,  the  Macintosh 
and  dos/v,"  he  says.  "Some  Japanese 
say  the  black  ships  are  coming." 

This  reference  to  Commodore 
Matthew  Perry's  gunboats  of  1853  is 
off  the  mark  in  only  one  respect:  The 
black  ships  are  already  there.  U.S. 
firms  almost  own  the  Japanese  mass 
market  for  software.  With  few  excep- 
tions local  vendors  are  far  behind,  and 
probably  going  to  get  further  behind. 

The  leading  spreadsheet  programs 
are  Lotus  Development  Corp.'s  1-2- 
3  and  Microsoft  Corp.'s  Excel.  Bor- 
land International  tops  the  database 
charts  with  dBase  and  Paradox.  Auto- 
desk's AutoCAD  leads  the  PC  comput- 
er-aided design  category.  And  Micro- 
soft's ms  Works  and  Lotus'  Harmony 
dominate  the  integrated  package  sec- 
tor. The  competition  in  PC  network- 
ing is  between  Novell's  NetWare  and 
Microsoft's  LAN  Manager. 

The  only  consequential  packaged 
software  segment  still  controlled  by 
local  vendors  is  Japanese-language 
word  processing,  dominated  by  Just- 
system's  Ichitaro.  But  even  this  mar- 
ket will  come  under  siege.  U.S.  ven- 
dors such  as  WordPerfect,  Microsoft 
(ms  Word)  and  Lotus  (Ami  Pro)  have 
only  recently  launched  Japanese  ver- 
sions of  their  word  processing  pack- 
ages. With  the  exception  of  WordPer- 
fect, these  U.S. -origin  word  process- 
ing programs  run  on  the  Windows 
format.  Justsystem  has  yet  to  come 
out  with  a  version  of  Ichitaro  that 
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runs  on  Windows.  With  revenues  of 
around  $80  million  a  year,  Justsys- 
tem is  the  largest  Japanese  packaged 
software  vendor — but  is  less  than 
one-thirtieth  the  size  of  Microsoft. 

"We're  not  concerned  about  Japa- 
nese software  vendors,  which  are 
small  and  fragile,"  comments  Saburo 
Kikuchi,  president  of  Lotus  Develop- 
ment Japan.  "Microsoft  is  our  tough- 
est competitor." 


J 


Foreign — mostly      U.S. — vd 

control  about  50%  of  Japan's  $  | 
lion  (wholesale)  market  for  pa< 
software  for  business  use.  An< 
market  is  likely  to  grow  tcnfoli 
the  next  decade,  since  the  fa| 
have  a  lot  of  catching  up  to 
computer  use.  PC  sales  per  * 
less  than  half  those  in  the  U.S 
aged  software  sales  per  capita  lei 
a  fifth  of  the  U.S.  figure. 
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:dit  the  U.S.  software  compa- 
|  success  in  Japan  in  part  to  Japa- 
;fforts  to  keep  foreign  producers 
irhe  Japanese  PC  industry's  tradi- 
jof  closed,  proprietary  systems 
|i  the  local  protectionist  mental - 
a  while.  It  made  possible  high 
/are  and  software  prices,  and 
>owered  computers  sheltered 
le  IBM  world  standard, 
the  dependence  on  propri- 
systems  is  hurting  Japanese  soft- 
jand  hardware  makers.  It  has 
^d  the  development  of  a  pack- 
software  industry,  in  particular 
:velopment  o£  networking  and 
bws-compatibje  software. 
Is  picture  is  now  changing  dra- 
Bdly.   The   success   of  Apple's 
Jtosh  in  Japan  and  the  rise  of  a 
.se  version  of  IBM  AT-compati- 
ichines  are  breathing  life  into  a 
noncompetitive  market. 
Japanese  version  of  Micro- 
1S-DOS  that  runs  on  AT-compat- 
(tachines  is  called  DOS/v.  Now 
.S.  firms  like  IBM,  Compaq  and 
we  launched  lines  of  dos/v 
|tibles,  the  Taiwanese   clone- 


\ 


l.,mi> 


.,.,•;  Hrlr.i-' 


,,,i.i-|     ;   ;     min" 


*h. 


V  <<****'  >  & 


makers  have  entered  the  market,  and 
most  Japanese  producers — NEC  and 
Fujitsu  are  the  leading  exceptions — 
have  jumped  on  the  dos/v  bandwag- 
on. Hardware  prices  are  tumbling, 
and  Japanese  consumers  are  belatedly 
getting  a  fair  deal. 

The  penetration  of  Microsoft's 
Windows,  which  stimulates  sales  of 
applications  software  programs,  is  still 
small— 15%  to  20%,  versus  60%-plus 
in  the  U.S.  and  Europe — but  grow- 
ing. Expect  Windows  shipments  in 
Japan  to  surge  next  year,  as  more 
application  packages  become  avail- 
able, hardware  prices  fall  and  ship- 
ments of  more  powerful  PCs  rise — and 
after  Microsoft  launches  its  Japanese 
version  of  Windows  3.1.  The  growth 
of  DOS/v  machines  will  also  stimulate 
Windows  sales  because  the  screen  res- 
olution of  NEC's  industry-leading  PC 
98  computer  is  too  low  to  run  Win- 
dows properly. 

U.S.  software  vendors  are  also  rid- 
ing on  the  coattails  of  the  Macintosh, 
the  hottest  machine  in  the  Japanese 
market,  with  an  expected  10%  of  the 
PC  market  by  next  year.  Japanese  ver- 


sions of  Made-in-the-U.S.A.  pack- 
ages such  as  Claris'  MacWrite  and 
FileMaker,  and  Aldus  Corp.'s  Page- 
Maker, account  for  over  80%  of  Mac 
applications. 

Like  the  open-systems  movement, 
the  networking  trend  is  finally  com- 
ing to  Japan.  The  fraction  of  business 
desktop  machines  that  are  networked 
is  probably  between  5%  and  10%  in 
Japan,  as  against  40%  in  the  U.S.  As 
with  the  Macintosh,  U.S.  software 
vendors  have  vastly  more  experience 
than  Japanese  competitors  in  writing 
applications  for  NetWare  or  LAN 
Manager  and  possess  many  off-the- 
shelf  packages  they  can  easily  localize 
for  the  Japanese  market. 

The  advent  of  dos/v  and  Windows 
will  play  into  U.S.  software  houses' 
hands.  In  the  past,  application  ven- 
dors had  to  develop  different  versions 
of  their  products  for  machines  made 
by  NEC,  Fujitsu,  Hitachi,  Toshiba,  IBM 
and  a  consortium  called  AX.  There  was 
wasteful  duplication  of  work  not  only 
in  writing  the  code  but  also  in  testing, 
translation  of  user  manuals,  packag- 
ing, advertising,  distribution  and  sup- 
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port.  "It's  been  a  nightmare  for  soft- 
ware vendors,"  says  Makoto  Naruke, 
president  of  Microsoft  (Japan). 

In  the  future,  however,  application 
programmers  will  write  a  single  ver- 
sion that  can  run  on  Windows'  graph- 
ic user  interface,  then  let  Windows 
take  care  of  the  discrepancies  among 
Japan's  different  hardware  architec- 
tures. This  will  help  all  software  de- 
signers, but  U.S.  designers  most  of  all. 
Why?  Because  they  have  a  big  head 
start  on  Japanese  rivals  from  years  of 
experience  developing  packages  for 
the  complex  Windows  environment. 
U.S.  vendors  also  start  with  a  vast 
amount  of  packages  they  can  modify, 
while  the  Japanese  start  from  scratch. 
The  modifications  are  mostly  ad- 
dressed at  replacing  one-byte  En- 
glish-alphabet characters  with  two- 
byte  Japanese  kanji. 

Japanese  software  producers  are 
going  to  have  a  hard  time  catching  up. 
They  still  have  trouble  raising  funds 
from  banks  or  venture  capital  compa- 
nies, most  of  which  are  bank  or  securi- 
ty company  subsidiaries  and  require 
collateral.  "There's  no  real  venture 
capital  in  Japan,"  grouses  Kazunori 
Ukigawa,  president  of  Justsystem. 
"The  venture  capitalists  have  the 
same  mentality  as  bankers  or  stock- 
brokers." 

Japan's  best  computer  engineers 
still  tend  to  gravitate  toward  estab- 
lished hardware  makers  and  other  big 
companies,  not  software  startups. 
Many  Japanese  fret  that  their  rigid 
education  system,  which  lags  years 
behind  the  U.S.  in  computer  sciences, 
stifles  skills  needed  to  produce  good 
software.  "The  Japanese  education 
system  doesn't  cultivate  creativity  or 
the  abstract,  logical  thinking  neces- 
sary to  design  original  software," 
comments  Hiroki  Kamata,  president 
of  Soken  Planning  Co.,  a  computer 
consulting  firm. 

For  a  knowledgeable  observer  of 
the  Japanese  software  scene,  it's  hard 
to  beat  Ken  Krugler.  The  chief  archi- 
tect of  KanjiTalk,  the  Mac's  Japanese 
operating  system,  Krugler  is  currently 
president  of  Silicon  Valley's  Transpac 
Software,  which  develops  Mac  appli- 
cations for  Asian  markets.  "Program- 
ming is  a  cross  between  art  and  engin- 
eering," says  Krugler.  "In  Japan  you 
either  get  artists  or  engineers;  you 
seldom  get  a  blend  of  the  two."     M 
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Fair  warning:  When  voice  mail  systems  are  sold 
at  the  corner  office  supply  shop,  they  are  going 
to  be  even  harder  to  avoid. 

For  small- 
business  sales, 
press  1 


By  Jeffrey  Young 

If  you  are  driven  to  fury  by  voice 
mail,  that  nearly  ubiquitous  feature  of 
large  switchboards  that  automates  call 
routing,  brace  yourself.  Voysys  Corp., 
a  privately  held  San  Jose,  Calif,  tele- 
communications equipment  manu- 
facturer, has  figured  out  how  to  sell 
voice  mail  to  business  telephone  cus- 
tomers too  small  even  to  have  switch- 
boards. The  Voysys  product,  which 
will  retail  for  about  $3,500,  works 
with  key  phone  systems — the  kind 
with  push  buttons  that  light  up  when 
in  use.  It's  probably  only  a  matter  of 
time  before  voice  mail  invades  the 
residential  market. 

While  not  as  powerful  as  pbx 
switchboards,  key  systems  are  the 
bread  and  butter  of  the  business  tele- 
phone market  in  the  U.S.  There  is  an 
installed  base  of  5.1  million  key  sys- 
tems, versus  about  170,000  pbx  sys- 
tems. But  hardware  incompatibilities 
and  a  fragmentation  in  telephone 
equipment  distribution  have  left  the 
key  systems  market  in  a  technological 
backwater. 

Voysys  aims  to  change  all  that  early 
next  year  with  a  voice  mail  system 
aimed  directly  at  small -business  cus- 
tomers and-sold  through  office  equip- 
ment dealers. 

Eyeing  the  huge  base  of  key  sys- 
tems, Paul  Stockford,  a  telephone  an- 
alyst with  the  market  research  firm 
Dataquest,  predicts:  "There  is  an  ex- 
plosive potential  here.  By  the  end  of 
1992  there  will  be  only  about  15,000 
voice  mail  systems  running  on  key 


Donald  Heitt  of  Voysys  Corp. 
Key  phone  calling. 


phone  systems.  That's  less  than  ( 
of  the  installed  base.  Compare 
with  pbx  and  Centrex,  where  the 
etration  is  already  28%  and  11% 
spectively."  (Centrex  functions 
customer-owned  pbx  but  is  house 
the  telephone  company's  propert 

Why  has  the  key  telephone  ms 
for  voice  mail  gone  unattended? « 
and  compatibility'.  Switchboard  v 
mail  systems  from  Octel,  Centi 
VMX  and  Northern  Telecom  ran 
about  $10,000  on  up  to  the  hun 
of  thousands  of  dollars. 

Key  systems  voice  mail  produ 
usually  based  on  IBM  personal 
puters,  add-on  voice  cards  and  pm 
etary  software — are  sold  by  Con 
Technology  (just  purchased  b) 
tel),  Applied  Voice  Technology 
crolog  and  Active  Voice.  But  pric 
even  these  small  systems  start  .it  I 
$5,000  and  can  rapidly  escalate 
the  number  of  features,  hard 
storage   .\\k\   outside    lines   sen 
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>ES  YOUR  INVENTORY  HAVE  TROUBLE  FINDING  ITS  WAY? 
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©  1992  Symbol  Technologies 


faced  with  the  challenge  of  inventory 
many  companies  don't  know  how  to  get 

)int  A  to  point  B. 

maze  of  issues  confronting  you  can  be  over- 
lg.  Do  you  face  excess  inventory  of  items 
't  need,  or  shortages  of  items  you  do  need? 
shipping  items  to  destinations  either 
h  or  too  late?  Are  you  able  to  identify  in 

le  the  location  of 

ds  in  your  warehouse 
insit? 


Symbol  Technologies,  the  worldwide  leader 
in  bar  code  data  capture  systems,  has  invented  an 
innovative  radio  frequency  technology  that 
can  help  you  in  a  way  never  before  possible.  Our 
Spectrum  One®  wireless  network  can  help  you 
manage  inventory  more  efficiently  and  profitably, 
and  better  serve  your  customers. 

To  find  out  how  Symbol's  bar  code  data  capture 
solutions  can  change  the  way 
kl^^^M  y°ur  business  works,  call  us 

MFwf  today  at  1-800-SCAN-234. 


Changing  the  way  business  works. 
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Can  the  right  application  of  ted 
bring  your  company  a  flood  of  n 
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EDS  helped  Omaha  Property  and  Casualty  answer  yes.   technology  from  eds  And  gained  customer  scnicc  has  always 

When  (he  government  gave  insur-      such  an  overwhelming  advantage  been  the  number  one  priority  at  Th» 

rues  permission  to  sell      that  the  company  quickly  built  Omaha  P&C    So  the  technology 

[Property      o  $75  million  Rood  insurance  EDS  oner  used  to  manage  the  gov-  the  In 

yunoM   Since  day  one,  Omaha  emment's  flood  insurance  program  wie>  i 

^of  the  nation's  was  enhanced  for  the  insurance  "11 

company  The  enhancements  made  maiii 
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Is  there  a  way  for  your  busine 
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EDS  helped  River  Forest  Bancorp  answer  yes.  qm ...  h.  i,>...K  .,.„, 

Information  technology  applications      better,  faster  service   As 
developed  and  managed  by  EDS  help      deposits  increased  by  f£ 
River  Forest  Bancorp  save  II  million      from  1990 
a  year  in  operating  costs    The 
holding  company  has  uj 
savings  to 
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It's  hard  to  imagine  a  group  of  orga- 
nizations more  diverse  than  these.  Yet 
they  have  two  things  in  common.  Each 
produced  outstanding  results.  Each  with 
the  help  of  information  technology 
from  EDS. 

EDS  is  helping  Del  Monte  do 
things  better,  faster  and  cheaper. 

EDS  is  helping  Chicago  improve 
traffic  flow  and  collect  $420  million  in 
unpaid  parking  tickets. 

EDS  helped  Melitta  cut  product 

development  time  by  50 "percent 
without  shortchanging  quality. 
EDS  helped  Omaha  Property 
and  Casualty  enter  the  flood 

insurance  market  months  ahead  of 

competition  and  build  a  $75  mil- 
lion business. 

EDS  helped  Massachusetts  design 


a  system  that  saved  taxpayers  $13  million 
while  making  Medicaid  recipients  feel 
more  a  part  of  the  mainstream  health 
care  system. 

EDS  helped  the  Olympic  Committee 
communicate  results  faster  and  better 
to  more  people  than  ever  before. 

EDS  is  helping  River  Forest  Bancorp 
deliver  better  service  while  saving 
$1  million  per  year  in  operating  costs. 

EDS  helped  Riser  Foods  increase 
profits  by  14  percent  and  margins  by 
33  percent  while  enhancing  customer 
service  and  satisfaction. 

Results  like  these  have  helped  EDS 
become  the  world  leader  in  applying 
information  technology.  To  learn  how  we 
could  help  you,  write  Peter  Abene,  EDS, 
7171  Forest  Lane,  M59,  Dallas,  TX  75230. 
Or  call  (214)  490-2000,  extension  159. 
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Moreover,  none  of  these  four  vendors 
sells  a  system  fully  compatible  with 
AT&T's  popular  Merlin  key  systems. 

Donald  Heitt,  Voysys  chief  execu- 
tive, saw  a  need  and  an  opportunity. 
He  needs  to  wean  his  company  away 
from  the  private-label  deals  that  gen- 
erated almost  all  of  his  $20  million  in 
sales  last  year  in  switchboard  voice  mail 
systems.  These  systems  are  sold  under 
the  brand  name  of  the  distributor — 
Northern  Telecom,  Mitel  and  Ta- 
diran.  The  nature  of  this  business  is 
that  any  of  these  giants  could  dump 
Voysys  and  make  its  own  voice  mail 
equipment. 

Heitt  saw  that  his  opportunity  lay  in 
selling  through  office  equipment  re- 
tailers. If  computers  can  be  sold 
through  retail  shops,  so  can  telephone 
systems.  Paul  Davis,  owner ofLopez  & 
Church,  an  office  equipment  dealer  in 
South  Portland,  Me.,  agrees.  "We're 
hungry  for  new  products  to  sell,"  says 
Davis.  "The  copier  market  is  flat,  fax 
machines  have  no  margins,  and  there 
are  superstores  selling  business  sup- 
plies opening  all  over  the  place." 

There's  no  question  but  that  voice 
mail  systems  sold  to  large  telephone 
customers  can  do  wonders  for  the 
companies  that  install  them:  fax  on 
demand  (with  information  sent  auto- 
matically to  a  caller's  fax  machine), 
touch-tone  product  ordering  sys- 
tems, paging  networks,  customer  in- 
formation recordings — all  increase 
productivity.  Soon,  says  Heitt,  pro- 
ductivity-enhancing features  like 
these  will  be  within  the  reach  of  small 
telephone  customers — the  pizza  shop 
or  weekly  newspaper  or  two- person 
architecture  firm. 

There's  only  one  fly  in  the  oint 
ment,  and  that's  the  poor  fellow  on 
the  other  end  of  the  telephone  line. 
"There's  a  real  voice  mail  backlash 
we're  seeing  right  now,"  says  Donald 
Van  Doren,  president  of  Vanguard 
Communications,  a  Morris  Plains, 
N.J.  consultancy  that  helps  businesses 
pick  voice  mail  systems.  "Callers  are 
rebelling  at  being  passed  through 
endless  mailboxes,  never  reaching  an 
attendant,  getting  lost  in  confusing 
directory  listings.  So,  this  is  not  just  a 
hardware  sale — they  [Voysys]  have  to 
make  sure  they  help  customers  design 
an  effective  voice  mail  application,  or 
the  backlash  could  destroy  the  market 
before  it  gets  off  the  ground."       ■■ 


IBM  has  a  tendency  to  smother  its  partners 

and  subsidiaries  with  attention.  Can  it  reform  itself 

in  time  to  save  a  promising  little  software  venture? 

Metaphor  in  blw 


By  Julie  Pitta 

What  do  you  get  when  you  combine 
a  creative  but  undercapitalized  soft- 
ware enterprise  with  a  well-capitalized 
but  slow-footed  bureaucracy?  Often, 
a  well-capitalized  but  slow-footed 
joint  venture. 

Look  at  what  became  of  five  small 
software  outfits  that  hooked  up  with 
IBM  in  the  late  1980s  as  part  of  its 
Desktop  Software  group.  "They 
[ibm]  had  the  right  idea,"  says  Gerald 
Blackie,  president  of  Platinum  Soft- 
ware Corp.,  a  company  that  makes 
accounting  software.  "They  just 
didn't  understand  our  business."  A 
little  more  than  a  year  ago  IBM  quietly 
disbanded  its  Desktop  Software 
group  and  returned  marketing  rights 
for  the  programs  to  their  creators. 

But  IBM  Chairman  John  Akers 
wasn't  about  to  cede  permanently 
the  personal  computer  software 
business  to  entrepreneurial  compa- 
nies like  Microsoft.  At  the  same  time 
that  he  was  folding  the  joint  ventures 
with  small  software  developers,  he 
was  redefining  his  relationship  with 
another,  somewhat  larger  venture, 
Metaphor,  Inc. 

This  Mountain  View,  Calif,  soft- 
ware company  was  founded  in  1982 
by  a  group  of  former  researchers  from 
Xerox's  famed  Palo  Alto  Research 
Center.  Chief  among  them  were 
Charles  Irby  and  David  Liddle,  ex- 
perts in  object-oriented  program- 
ming, a  system  for  organizing  the 
work  of  software  writers  so  that  their 
code  can  be  quickly  updated  and  easi- 
ly reused  in  new  contexts. 

Metaphor  sells  visual  programming 
tool's — helping  hands  for  the  data 
processing  departments  of  end-users 
who  are  constantly  ordering  updates 
to  their  custom  software.  Thus,  for 
example,  Procter  &  Gamble  uses 
Metaphor  software  to  modify  pro 
grams  that  track  which  products  arc- 
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moving  from   supermarket  shell 
American  President  Cos.,  the  sj 


ping  company,  uses  Metaphor  s 


ware  to  write  programs  that  ana 
shipments  by  geographical  region 
ibm  hooked  up  with  Metapho 
1988,  initially  as  a  minority  inves 
So  began  a  process  in  which     "u 
slowly  and,  at  first,  subtly,  took  c  ' 
trol.  "Each  little  bit  of  help  ibm  j  >kro 
us  seemed  to  be  an  okay  thing  at 
time,"    says    Metaphor    cofoui 
Irby,  47.  "If  you  put  a  frog  in  a  p< 
cold  water  and  heat  it  slowly,  the 
dies  painlessly." 
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Catherine  Selleck, 
chief  executive  of 
IBM's  Metaphor 
subsidiary 
"We're  being 
used  as  an 
example." 
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pt,  IBM  persuaded  Metaphor  to 
:  a  new  version  of  its  software  that 
d  run  on  IBM  personal  computers, 
s  a  perfectly  reasonable  request  at 
ime,  since  IBM  PCs  using  the  Intel 
nicroprocessor  were  now  power- 

t_iough  for  Metaphor's  software. 
1990  IBM  was  flexing  its  influ- 
i  in  another  important  way:  It 
"need  Metaphor  to  drop  a  side- 
?usiness  of  manufacturing  pro- 
iry  workstations,  a  business  that 
phor  had  delved  into  when  it 
d  that  no  off-the-shelf  desktop 
mter  would  be  powerful  enough 
n  Metaphor's  software.  Again, 
emand  was  a  reasonable  one, 
that  the  world  was  now  moving 
from  proprietary  hardware, 
the  same  time,  however,  ibm 
oraged  Metaphor  from  creating 
ns  of  its  products  that  would 
i  Microsoft's  popular  Windows 
ting  system,  or  even  on  the 
read  Unix  system,  ibm,  which 
_j  own  operating  system  called 
,  viewed  Windows  and  Unix  as 
titors. 


Next,  ibm  agreed  to  sell  Metaphor's 
software  under  the  ibm  logo.  That 
subjected  Metaphor  to  strict  require- 
ments for  IBM  brand-name  products. 
"It  became  the  bluest  of  blue  prod- 
ucts," says  Irby.  Recalls  Kathleen 
Mitchell,  former  Metaphor  marketing 
vice  president:  "You  couldn't  change 
prices  on  the  spur  of  the  moment,  or 
add  features  to  the  product  or  even 
launch  a  new  marketing  program." 
Metaphor's  sales  force  was  relegated 
to  a  supporting  role  as  the  company's 
product  became  buried  in  IBM's  mas- 
sive marketing  organization. 

The  kettle  was  getting  hotter,  and 
still  the  frog  didn't  jump  out.  In  late 
1990  ibm  asked  Irby  and  Liddle  to 
create  an  ambitious  new  product:  a 
layer  of  software  that  would  act  as  a 
universal  adapter  fitting  between  any 
desktop  operating  system  and  any 
application  program.  As  things  are, 
the  creator  of,  say,  a  spreadsheet  pro- 
gram has  to  write  one  version  to  run 
with  the  Microsoft  DOS  operating  sys- 
tem, another  to  run  with  Apple's 
Macintosh  operating  system,  and  yet 


another  to  run  with  Microsoft  Win- 
dows. Irby  and  Liddle's  concept  was 
that  the  application  developer  could 
write  a  single  version  to  go  with  Meta- 
phor's adapter;  the  Metaphor  pro- 
gram would  then  automatically  cope 
with  all  the  idiosyncrasies  of  the  dif- 
ferent operating  systems.  IBM  called 
the  new  venture  Patriot  Partners  and 
set  aside  $80  million  for  three  years  of 
research  and  development. 

The  money,  enormous  beyond  the 
entrepreneurs'  wildest  dreams,  was  a 
pittance  to  mighty  IBM.  But  just  a  few 
months  after  capitalizing  Patriot  Part- 
ners, ibm  backed  out  of  the  project  in 
favor  of  a  new  joint  venture,  called 
Taligent,  with  Apple  Computer.  Tali- 
gent  is  aimed  at  the  same  end  product. 
To  extricate  itself  from  Patriot,  ibm 
paid  about  $120  million  for  the  shares 
of  Metaphor  it  didn't  already  own  and 
immediately  folded  Patriot. 

On  a  total  investment  of  approxi- 
mately $150  million,  ibm  now  owned 
Metaphor,  but  what  did  it  have? 
Three  years  of  increasing  intimacy 
with  the  computer  giant  had  seriously 
damaged  the  tiny  company.  The  fact 
that  Metaphor's  software  couldn't 
run  on  Windows  or  Unix  was  a  draw- 
back. Sales  stalled  as  the  two  parties 
competed  in  selling  an  identical  prod- 
uct. Liddle,  now  very  wealthy,  was 
disappointed  when  ibm  dumped  Pa- 
triot and  left  the  company  he  helped 
start;  others  followed. 

To  replace  Liddle,  ibm  installed 
Catherine  Selleck,  59,  a  36-year  ibm 
veteran,  as  head  of  Metaphor.  Last 
January  Akers  gave  Selleck  an  unusu- 
al— and  ironic — assignment:  Make 
Metaphor  independent.  Prove  that 
ibm  can  hive  off  divisions  and  let  them 
run  without  any  suffocating  help  from 
Armonk.  "We're  being  used  as  an 
example  of  how  these  subsidiaries 
should  work,"  Selleck  says. 

After  the  first  of  the  year,  IBM's  blue 
logo  will  be  removed  from  Meta- 
phor's packages  and  with  it  the  bur- 
den that  it  carries.  Metaphor's  own 
employees  will  do  all  the  selling.  Ir- 
by's  R&D  group  is  busily  working  on  a 
version  of  its  software  that  will  run 
with  Microsoft  Windows. 

Can  IBM  change  its  spots?  With  its 
earnings  crumbling,  the  leaders  in 
Armonk  are  already  showing  an  en- 
couragingly keen  interest  in  learning 
from  their  past  mistakes.  WM 
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COMMENTARY  BY  ESTHER  DYSON 


Esther  Dyson  is  editor  and  publisher  ot  the 
newsletter  Release  1.0. 


Put  aside,  for  a  moment,  the  flashy 
upper  end  of  the  software  business — 
the  virtual  reality,  video-based  elec- 
tronic mail  and  neural  networks.  For- 
get all  the  things  that  make  jazzy 
demos  at  trade  shows,  and  think 
about  the  mundane  matters  that  con- 
cern ordinary  businesses.  Invoices 
and  orders,  for  example. 

Millions  of  paper  invoices,  pur- 
chase orders  and  shipment  status  que- 
ries go  out  every  week.  Most  of  these 
could  be  sent  electronically  over 
phone  lines,  if  only  the  invoice  writers 
had  the  right  software.  Who's  serving 
this  market? 

There's  a  reason  the  giants  of  pack- 
aged software — Microsoft,  Lotus  and 
Borland — don't  offer  anything  in  the 
way  of  programs  that  make  electronic 
invoicing  easy.  This  is  not  a  mass 
market:  There  are  too  many  varia- 
tions, from  business  to  business,  in 
how  companies  handle  such  data.  Yes, 
there  is  a  formatting  standard — called 
X12,  governing  200  different  kinds  of 
electronic  data  interchange  (edi) — 
but  it's  a  soft  standard.  It  leaves  too 
much  open  to  be  much  help  in  design- 
ing a  system  to  communicate  with  a 
particular  business  customer,  such  as  a 
retailer  or  shipping  company,  with  its 
own  requirements  for  handling  in- 
voices and  other  paperwork. 

But  there's  a  real  need  for  software 
here,  to  automate  tasks  that  should 
need  no  human  intervention.  From 
under  2,000  in  mid- 1987,  the  num- 
ber of  companies  regularly  using  elec- 
tronic invoicing  has  risen  to  about 
37,000.  The  early  adopters  were  large 
companies  in  a  position  to  make  de- 
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invoices 

mands  on  their  suppliers.  Big  players 
include,  for  example,  Ford  Motor, 
Baxter  International,  Wal-Mart,* 
many  grocery  chains,  Consolidated 
Freightways  and  Toys  "R"  Us. 

It's  easy  enough  for  a  large  compa- 
ny such  as  Ford  to  set  up  an  electronic 
system  to  send  and  receive  orders. 
Whatever  it  might  spend  for  custom 
software  to  make  the  system  work  at 
its  end  can  be  amortized  over  hun- 
dreds of  thousands  of  orders. 

But  what  about  the  company  that 
sells  radio  buttons  or  door  handles, 
say,  or  grease  pencils  used  in  the  shop? 
Designing  custom  software  just  to  sell 
to  Ford  would  be  a  real  financial 
burden  and  beyond  the  capabilities  of 
most  small  firms. 

The  solution  is  coming  from  firms 
such  as  tsi  International  in  Wilton, 
Conn.  This  25 -year-old  software  firm 
started  out  selling  data-entry  soft- 
ware. In  1988  it  decided  to  capitalize 
on  the  coming  need  for  electronic 
invoicing,  or  edi  software. 

tsi's  first  product  for  this  market 
was  a  program  called  Trading  Partner. 
Trading  Partner  is  a  system  used  to 
send  and  receive  standard  business 
documents.  Over  four  years  TSI  sold 
about  4,000  copies  of  Trading  Part- 
ner at  $1,500  to  $3,000  each. 

But  since  TSl's  product  was  intro- 
duced, electronic  data  interchange 
has  finally  taken  off.  So  tsi  chopped  its 
prices  and  packaged  its  expertise  into 
preconfigured  software.  Now,  a  sup- 
plier to,  say,  Wal-Mart  buys  the  basic 
tool  package  for  $495,  then  buys  a 
$249  add-on  that  generates  invoices 
and  reads  purchase  orders  in  the  Wal- 
Mart  format.  Add-ons  for  Food  Lion, 
Chrysler,  Sears,  Allstate  or  any  of  35 
other  large  companies  demanding 
electronic  invoicing  run  $249  to 
$395  apiece,  tsi  plans  to  offer  another 
250  customer-specific  kits  by  the  end 
of  1993. 

For  the  end-users,  buying  these 
tools  is  still  cheaper  than  either  con- 
tracting with  a  custom  software  house 
to  set  up  a  tailor-made  electronic 
document  system  or  trying  to  do  it 
themselves.  For  TSI,  the  business  can 
be  quite  lucrative  even  with  as  few  as 


100  users  of  each  kit.  It  takes  onl 
few  weeks  of  one  tsi  programme) 
time  to  design  a  kit.  Privately  held 
should  have  revenues  of  $15 
this  year,  with  the  edi  portion  d 
bling  from  last  year. 

Although  TSI  isn't  the  only  gam 
town,  it's  usually  the  only  one 
customer-specific  kits  that  run  oi 
personal  computer  using  Windo' 
To  pitch  its  software,  tsi  salespeo 
attend  conferences  thrown  by  lai 
EDi-using  companies  for  their  sup 
ers.  Or  a  Wal-Mart  will  recomni 
TSI  to  suppliers  on  which  Wal 
has  imposed  a  deadline  for  go} 
electronic. 

Once  a  company  has  set  up  Tra 
Partner  and  the  necessary  kits,  tr 
actions  go  back  and  forth  betwee 
purchasing  and  sales  departments 
the  outside  world  automatically 
interchange  takes  place  over  eit 
dial-up  phone  lines  or  networks  s 
as  the  IBM  Information  Network  . 
the  General  Electric  Information  .l 
vices  network.  A  typical  386  PC  usj 
Trading  Partner  can  handle  ab« 
3,000  transactions  per  hour  anc 
souped-up  486  can  handle  22,00( 

Trading  Partner  helps  to  equal 
the  balance  of  power  between 
small  guys  and  the  giants.  It  used  tc 
that  you  had  to  be  a  big  guy 
willing  to  spend  a  lot,  at  least)  to 
business  with  the  big  guys.  Now,  v 
automated  tools  to  spread  the  inv< 
ment  in  business  processes,  it  mayi 
possible  for  smaller  suppliers  to  a 
pete  on  a  more  equal  footing 
though  companies  such  as  Baxter 
ternational  and  General  Mills  m 
their  electronic  invoicing  with  m 
frames  processing  thousands 
thousands  of  transactions  per  < 
most  of  TSl's  customers  are  sin 
companies  that  can  handle  eve 
quite  comfortably  on  a  single  persi 
computer. 

Furthermore,  TSI  sets  a  nice  e\ 
pie  for  other  small  software  eon 
(lies  looking  for  a  place  where 
soft  and  the  other  giants  don 
compete.   Don't  go  after  the  b 
horizontal   markets;  search  out 
niches  and  the  unmet  needs. 

Forbes  ■  December  21,  I1 
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CIARiiONfrom  Data  General- the  faster,  smaller,  UNIX® 

open  storage  systems  that  connect  to  IBM,  SUN,  HP,  UNISYS  and  ICL 

for  a  price  that's  music  to  your  ears! 

Computer  companies  everywhere  have  been  making  a  lot  of  noise  lately  about  UNIX^open  storage 
systems.  The  problem  is  that's  all  they've  been  making-noise !  At  Data  General,  we've  gone  quietly 
I  \*?9&    about  our  business  and  have  actually  created  remarkable  open  storage  systems  called  ClARiiON. 
And  CIARiiONis  one  call  everyone  should  heed  because  CLARiiON  connects  to  the  UNIX 
systems-based  IBM  RS/6000, SUN  SPARCserver 600  series, HP 9000-800  series, UNISYS  U6000 
series  and  ICL  DRS  6000.  Its  RAID  technology  vastly  increases  the  storage  capacity  and  high 
availability  of  these  systems.  And  CLARiiON  does  it  all  for  a  price  that's  so  low  it  will  fit  right  in 
.  .„    "  ^    with  the  rhythm  of  your  budget  (as  well  as  under  your  desk)!      ^^k 
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Exceptional  cases 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


When  you  hear  a  really  monstrous 
generalization  about  a  stock  group, 
like  computers  or  pharmaceuticals, 
take  a  moment  to  think  about  it.  The 
vaster  the  assumption,  the  more  ex- 
ceptions you  are  likely  to  find.  It's 
among  the  exceptional  companies — 
those  whose  performance  defies 
widely  held  investment  beliefs — that 
you  will  find  undervalued  stocks. 

Consider  the  oft-heard  generaliza- 
tion that  the  mainframe  computer 
business  is  on  the  skids.  The  excep- 
tional case  is  Computer  Network 
Technology  of  Maple  Grove,  Minn. 
This  $30  million  (estimated  1992 
sales)  company  makes  communica- 
tion gear  for  large  computers.  I  think 
it  can  deliver  annual  earnings  growth 
of  40%  a  year  over  the  next  five  years. 

Here's  another  rule,  well  accepted 
and  seemingly  logical,  but  not  always 
true:  When  a  proprietary  blockbuster 
drug  loses  its  patent  protection,  its 
period  of  high  profitability  is  exhaust- 
ed. The  exception  is  Elan  Corp.  Pic, 
which  has  found  a  way  to  pick  up  and 
extend  or  even  renew  the  profitability 
of  off-patent  drugs.  Elan  can  probably 
increase  its  earnings  at  45%  per  year. 
Let's  look  a  little  deeper  into  these 
two  companies. 

About  80%  of  all  corporate  data 
resides  on  storage  devices  attached  to 
mainframe  computers,  yet  main- 
frames cannot  readily  communicate 
over  distances  greater  than  400  feet. 
To  communicate  across  the  country 
or  around  the  world,  they  require 
devices    called    channel    extenders. 
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Computer  Network  Technology 
makes  channel  extenders  to  link  one 
mainframe  to  another,  or  a  mainframe 
to  a  remote  supercomputer,  or  a  main- 
frame to  remote  networks  of  desktops. 

Why  is  this  a  growth  technology? 
Because  the  mainframe  computer  is 
not  dead  after  all.  Recall  the  remark- 
able growth  in  the  1980s  of  on-line 
processing  for  automatic  teller  ma- 
chine transactions  and  airline  reserva- 
tions. Such  high-volume  data  pro- 
cessing is  clearly  a  mainframe  com- 
puting problem — and  it  often 
requires  long  communication  lines. 
The  trend  to  on-line  processing  hap- 
pened to  coincide  with  the  merger 
boom  of  the  1980s,  which  made 
many  corporate  mainframe  computer 
centers  redundant.  To  cut  costs  many 
corporations  are  consolidating  their 
mainframe  computer  centers  and 
moving  them  to  outlying  areas. 

When  a  mainframe  is  deleted  from  a 
data-gathering  system,  its  tasks  are 
usually  assumed  by  another,  remote 
mainframe.  When  this  happens,  busi- 
ness information  has  to  travel  a  long 
way.  Mainframe  computers  are  in- 
deed shrinking  in  number,  but  with 
each  incremental  contraction  of  the 
mainframe  population,  the  market  for 
high-speed  communication  grows. 

Computer  Network  Technology's 
customers  are  concentrated  in  energy, 
telecommunications  and  financial 
services.  Among  them  are  Shell  Oil, 
Morgan  Stanley,  Pacific  Bell,  Cray 
Research,  Mitsubishi,  mci,  U.S. 
Sprint  and  AT&T.  A  typical  sale  is 
$350,000  and  orders  of  $1  million  or 
more  are  not  unusual.  Over  half  of  all 
equipment  sales  in  a  year  represent 
repeat  business;  the  most  common 
installation  extends  an  IBM  mainframe 
channel  over  unlimited  distances  us- 
ing high-speed  common  carrier  links 
like  leased  high -capacity  lines. 

Computer  Network's  chief  execu- 
tive, McKenzie  Lewis,  is  an  IBM  alum- 
nus. Because  his  firm's  revenue  arrives 
in  big  chunks,  the  quarter-to-quarter 
performance  is  somewhat  volatile,  but 
as  a  long-term  investment  Computer 
Network  Technology  looks  good  at 
4V2,  or  30  times  trailing  earnings. 


Elan  Pic.  is  based  in  Athalone, 
land,  but  the  shares  trade  here  on 
American  Exchange  as  American 
positary  Receipts.  The  company 
first  identified  in  this  column  in  O 
ber  1990  as  a  vigorously  clim 
stock  with  sustainable  perform 
Since  then  the  stock  has  doubled 
an  index  to  the  company's  gro 
September  1992  quarterly  sales  an 
180%  compared  with  those  of 
years  ago,  to  $40  million. 

Elan  specializes  in  drug  delive: 
reformulating  older,  proven  drug 
administration  in  new  ways,  Elan 
extend  the  profitability  and  com 
tive  advantages  of  drugs  that  are  c 
ing  off  patent. 

Elan  added  value  to  Marion  Me 
Dow's  antihypertension  blockbu 
Cardizem,  by  coming  up  with  rj 
release  formulations.  The  orij 
Cardizem  had  to  be  administ 
four  times  daily.  Marion's  Cardi 
sr  is  administered  just  twice  daily 
the  more  recently  approved  Cardi 
CD  just  once  daily.  Elan  manufact 
the  time -release  capsules  and  reo 
royalties  on  its  contribution  to 
technology.  Marion  supplies  the 
drug,  diltiazem,  and  does  the  ma 
ing.  Elan  has  a  similar  arrangei 
with  Lederle  for  Verelan,  anc 
widely  prescribed  antihypertensi1 

Elan's  revenues  in  its  March  ] 
fiscal  year  were  $101  million,  up 
over  the  prior  year.  Jeffrey  Berj 
analyst  for  the  Chicago  Corp., 
mates  a  jump  to  $149  millio  Bbuyin 
revenues  for  the  current  fiscal    edShai 
The  operating  margin  (profit  b  .*. 
depreciation,  interest  and  tax) 
hovered  around  17%  in  the  past  VI  * 
fiscal  years.  In  addition  to  man   ftesth 
turing  revenue,  the  company  n  r-fineb 
substantial    income    from    roy; 
which  are  not  taxable  in  Ireland 

Elan,  like  the  U.S.'s  Alza  C01 
developing  technology  for  tr; 
mal  drug  delivery.  Interesting! 
of  Elan's  collaborative  efforts  i 
the    manufacturer    of    the    i 
Swatch  Watch.  The  question  of 
of  the    transdermal    nicotine 
(Elan  manufactures  one  calk- 
Step)  knocked  the  stock  last  J 
the  company  has  an  incrcasin 
versified  portfolio  of  drug  te 
ogies.  At  a  recent  31,  the  El 
trades  at  36  times  trailing  ea 
87  cents  per  share. 
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GET  YOUR 
PLAIN  PAPER  FAX 
FROM  THE  #1 
FAX. 


| re  buying  plain  paper  fax, 

>ed  Sharp  Thinking. 

up  Thinking  just  Spated  a  unique 
highly  affordable,  high-technology  plain 

I  faxes  that  have  everything: 

[er-f  ine  laser  resolution,  and  automatic 

[moothing.  Ultra-fas^  transmission  time. 

;nt  dual  access  and  memory  function. 

jn  also  double  as  a  high  quality  PostScript 
tible  laser  printer. 

jgh  our  exclusive  Sharp  FAST  program  option, 
xcan  even  call  your  Authorized  Dealer  for  its 
jrvice  and  supplies  —  automatically. 
9  Sharp  Thinking.  It's  made  Sharp  the  best- 
line  of  fax  products  in  America,  5  years  in  a  row. 
link  #1  in  Fax.  And  think  Sharp 
>re  information  call: 


1-800-BE-SHARP 
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Ireland  can  be  described  as  one  big  golf  course. 

That's  just  fine  for  golfers, 

but  what  about  the  golf  widows? 

Irish  tees 


By  Rita  Koselka 

My  boyfriend  has  a  six  handicap  and 
lives  for  his  golfing  vacations — prefer- 
ably 36  holes  a  day.  I'll  go  along  and 
even  play  a  round  or  two  once  in  a 
while,  as  long  as  I  can  also  visit  inter- 
esting museums,  take  in  some  historic 
sights  and  listen  to  a  bit  of  music  along 
the  way. 

Will 'Ireland  fill  the  bill? 

Arranging  tee  times  turns  out  to  be 
a  snap.  Calling  several  weeks  before 
our  August  departure,  my  golfing 
friend  gets  tee  times  at  ten  courses, 
culled  from  the  Europcar  Golf  Guide 
Europe  (Golf  Partner  Press,  $24.95). 
The  guide  briefly  describes  each 
course  and  its  requirements,  and  how 
to  book  play. 

Unlike  in  Scotland,  there  is  usually 


little  trouble  getting  on  Irish  courses; 
only  a  few  of  the  most  famous — Royal 
County  Down,  Lahinch,  Ballybun- 
ion — have  to  be  planned  around,  and 
require  fax  confirmations.  Irish  golf 
courses  do  not  have  the  stiff  member- 
ship fees  or  stuffy  social  requirements 
that  many  American  courses  do. 

First  stop:  Royal  Dublin.  This  108- 
year-old  golf  course  on  a  peninsula 
out  in  Dublin  Bay  overlooks  the 
cranes  of  the  city's  ports.  While  I 
spend  the  day  in  Dublin's  museums, 
my  boyfriend  completes  his  first  Irish 
round.  His  review  is  unenthusiastic; 
the  major  drawback  appears  to  be  the 
industrial  view. 

Next  stop,  however,  is  Portmar- 
nock,  a  world-famous  course  running 


Cliffs  of  Moher,  near  Lahinch  golf  course,  County  Clare 
Careful  how  you  slice  it  here. 
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along  the  Irish  Sea  just  north  of  | 
We  find  a  quaint  bed-and-1 
fast  just  across  the  road  and  prep-d 
wake  up  to  the  scented  winds  bk 
off  the  greens.  But  the  winds  I 
to  be  gale  force,  and  it's  raining, 
sionally.  I  decide  to  explore 
sites,  including  Malahidc  ( 
which  has  a  fine  art  and  fun  i 
collection.  My  friend  finishes  \  I 
respectable  79,  enjoys  the  cour  • 
learns  of  a  few  other  nuis » 
courses  from  chats  in  the  pub. 

We  head  up  the  coast  to  Di 
and  the  County  Louth  Coif  ( i 
where  we  rent  rooms  right  at  th 
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ABOVE: 

Royal  County 
Down, 

Northern  Ireland 
A  terrible  beauty 
over  100  years 
old,  designed  by 
Old  Tom  Morris 
who  also  did 
Lahinch  in 
County  Clare. 


50  a  night.  Some  club.  It's  more 
icers'  barracks. 

ree  to  play  this  course,  but  as  we 

jkach  the  first  tee  the  "soft  rain" 

|again.  My  beau  pulls  out  his  rain 

id  hat  and  tightens  the  laces  of 

iterproof  golf  shoes.  I  head  for 

|.r  and  spend  a  few  hours  scram - 

1  around  Monasterboice,  a  5th- 

monastic  ruin  with  magnifi- 

i-foot  stone  crosses  covered 

lgs  of  scenes*  from  the  Bible. 

[to  this  point,  my  friend  really 

done  any  sightseeing.   Near 

,  I  decide  to  do  something 

this  mounting  cultural  defi- 

[■  December  2 1,1992 


LEFT: 

Rosses  Point, 
County  Sligo 
Seaside  links 
in  Yeats  country. 


ciency  and  drag  him  off  the  course  to 
Newgrange,  one  of  the  most  impor- 
tant Neolithic  grave  sites  in  Europe. 
There  atop  a  hill  is  a  large  structure 
like  a  rounded  pyramid,  built  some 
2,000  years  before  the  Egyptian  pyra- 
mids. Inside  once  lay  the  cremated 
remains  of  Neolithic  nobility,  and  a 
small  window  admits  sunlight  only  on 
the  winter  solstice.  The  beau  thinks  it 
looks  like  a  pile  of  rocks  and  com- 
plains of  sniffles. 

Wherever  we  go  on  this  trip — in 
every  town,  no  matter  how  small — we 
find  a  pub  with  live  music  and  extraor- 
dinarily talented  musicians:  a  female 


fiddler  at  Mannion's  in  County  Gal- 
way;  a  bearded  singer  with  several 
teeth  missing  but  a  voice  Pavarotti 
would  envy  at  Hargadon's  in  Sligo;  a 
slew  of  musicians  playing  traditional 
instruments  at  a  Sunday  jamfest  at 
Slattery's  in  Dublin.  The  music  in- 
cludes old  and  contemporary  folk 
songs  and  some  Irish  near-rap  they 
make  up  as  they  go  along. 

Up  in  Rathmullen,  at  the  very  tip  of 
northern  County  Donegal  (golf 
course:  Portsalon,  pretty  but  not  a 
standout),  a  town  with  maybe  500 
inhabitants,  we  stumble  across  a  lively 
hole-in-the-wall  pub  named  Mur- 
ray's. As  it  gets  late  and  the  pints  are 
flowing,  the  crowd  starts  urging  Pad- 
dy to  sing  his  rendition  of  a  traditional 
foot  stomper.  Paddy  is  a  bit  wobbly 
but  sings  very  well.  After  that,  bar 
patrons  take  turns  singing  "their" 
songs.  At  legal  closing  time,  11:30 
p.m.,  everyone  stands  to  sing  the  na- 
tional anthem  in  Gaelic.  Half  the  bar 
weeps.  Then  they  dim  the  lights,  pre- 
tend the  bar  is  closed  and  carry  on  as 
before. 

The  golfing  high  point  is  at  New- 
casde  in  Northern  Ireland,  ■<.  beach 
resort  with  probably  the  most  revered 
of  all  the  Irish  courses,  Royal  County 
Down.  Stretching  along  the  Irish  Sea, 
with  barren  sand  dunes  to  the  east  and 
the  purple  heather- covered  Mourne 
Mountains  to  the  west,  it  is  stunning. 
The  course  was  designed  in  1889  by 
Old  Tom  Morris.  For  its  £40  ($65) 
greens  fee  golfers  can  play  all  day. 
(Most  Irish  courses  cost  around  $50 
for  18  holes.) 

I  agree  to  play  this  jewel,  but  as  we 
climb  down  the  hillock  where  the 
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Newgrange.  a  Neolithic  grave  site  in  County  Louth 
Predating  the  Egyptian  pyramids  by  some  2,000  years. 


fourth  tee  is  perched,  the  skies  again 
open.  The  beau,  of  course,  dons  the 
rain  gear.  I  head  back  to  the  car.  The 
beau  finishes  18  holes  and  is  rewarded 
by  a  rainbow  that  would  do  a  lepre- 
chaun proud. 

After  five  days,  I  start  pushing  my 
friend  to  put  in  some  36- hole  days,  so 
that  I  have  more  time  to  take  in  the 
sights,  such  as  those  around  Rosses 
Point,  a  golf  course  jutting  into  the 
Atlantic  Ocean  in  Count)'  Sligo,  in  the 
West  of  Ireland.  To  the  south  of 
Rosses  Point  is  Maeve's  Cairn,  anoth- 
er grave  site  high  atop  a  cliff,  where 
rests  the  legendary  Queen  Maeve. 

To  the  north  is  the  mountain,  Ben 


Bulben,  beneath  which  is  Yeats' 
grave.  From  there  I  follow  a  well- 
marked  Yeats  trail  that  points  out 
trees,  ponds  and  waterfalls  described 
in  Yeats'  poetry. 

Another  great  course  for  golf  wid- 
ows is  Ballyconneely.  This  Galway 
course,  about  10  miles  out  the  Clif 
den  peninsula,  is  near  the  fantastic 
Connemara  area.  Drop  the  golfer  and 
then  drive  through  Connemara  and 
stop  at  some  of  its  excellent  crafts 
shops  or  weavers'  cottages. 

Ballybunion,  in  Count)'  Kerry,  is  a 
great  course  but  doesn't  have  much  to 
recommend  nearby.  But  Killarney, 
about  40  miles  south,  is  worth  the 


The  quintessential  pub,  this  one  in  Dublin 
A  jar,  a  song,  a  laugh. 
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pleasant  drive. 

No  serious  golfer  can  pass  up 
hinch,  another  Tom  Morris  cou 
with  its  legendary  blind  fifth  and  si 
holes.  Fortunately  for  the  nongol 
it's  near  the  breathtaking  Cliffs 
Moher,  which  tower  above  the  cr; 
ing  Adantic,  and  the  Burren,  an 
moonscape-like  national  park. 

On  our  travels,  we  try  almost  ev 
type  of  accommodation,  from 
hotels  to  bed-and-breakfasts  to 
great  country  hotels.  Luxury  h 
such  as  Cashel  House  and  Ash 
Castle  are  popular  with  Americ 
(about  $300  a  night).  If  you  w; 
more  Irish  experience  but  still 
niceties,  try  Rock  Glen  Manor  in 
den,  Assolus   Country   House 
Cork,  or  Rathmullen  House  in  Q 
ty  Donegal  (around  S200  a  night 

Our  personal  favorite  is  of  a  di 
ent  type:  Roundwood  House 
18th-century  Palladian  mansioi 
County  Laois(S120  a  night).  Itis 
of  the  Inside  Ireland  networl 
homes,  which  are  historic  h 
whose  owners  take  in  guests  ( 
phone:  011-353-0502-32120). 

Most  visitors  are  referrals,  and 
hosts  plan  outings  and  arrange  ri 
fishing  or  dinners  for  them.  The  s 
dards  vary.  Roundwood  House, 
example,  has  no  central  heating,  t 
tubs  but  no  showers,  and  the  w  at 
purified  by  peat,  which  turns  the 
ter  brown.  But  the  hosts  and  o 
guests  were  marvelous. 

By  the  end  of  our  trip  my  conge 
beau  is  declining  golf  opportuniti 
something  I've  never  witnessed 
fore — but  he  remembers  his  sc 
golf  adventure  with  great  delight, 
advice  to  fellow  golfers:  By  all  me 
bring  rain  gear.  And  always  bi 
strokesaver,  a  pamphlet-size  co 
layout  important  on  a  course  yo 
never  played  and  where  many  oi 
holes  or  traps  are  blind. 

Also,  take  a  lightweight  bag. 
courses  prohibit  carts,  and  caddi 
often  scarce,  so  you'll  often  ha 
carry  or  pull  your  own  bag. 

Finally,  the  Irish  usually  play  n 
faster  than  Americans.  We'd 
quently  hear  grousing  about  Ar{ 
cans  not  letting  Irish  goiters 
through.  After  all,  there  are  on 
many  hours  left  before  the 
close. 
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If  you  like  your  art  in  small  packages,  portrait  miniatures 
by  famous  artists  can  be  had  for  very  attractive  prices. 


"No  likeness, 


no  pay 


» 


By  Christie  Brown 


Miniatures  by  John  Singleton  Copley  (left)  and  James  Peale 
Most  minis  are  one-tenth  the  price  of  full-scale  paintings. 


A  full-scale  portrait  by  an  early 
American  artist  like  Charles  Willson 
Peale  (1741-1827)  is  bound  to  im- 
press the  neighbors,  and  is  priced 
accordingly.  A  good  one  at  auction 
costs  anywhere  from  about  $30,000 
to  $450,000. 

But  little  portrait  miniatures — 
most  are  ovals  measuring  less  than  4 
inches  high — by  famous  artists  are 
often  one- tenth  the  price  of  the  same 
artists'  full-size  portraits.  In  the  days 
before  photography,  more  than  a  few 
artists  cranked  out  miniatures  by  the 
score,  usually  for  well  under  a  hun- 
dred dollars  apiece.  Miniatures  paid 
the  rent  for  many  a  struggling  artist. 
Some  painters  even  took  to  advertis- 
ing in  newspapers.  "No  likeness,  no 
pay"  was  the  trademark  of  Raphaelle 
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Peale,  Charles  Willson  Peale's  son, 
whose  ads  ran  in  the  Philadelphia 
Gazette  in  1800. 

Today  a  portrait  miniature  by 
Charles  Willson  Peale  can  still  be  had 
for  $4,000  to  $5,000.  Prices  are  even 
lower  for  some  miniatures  by  James 
Peale,  George  Catlin,  Thomas  Sully 
and  Thomas  Seir  Cummings,  all  great 
18th-  and  19th-century  American 
artists.  And  most  have  changed  little 
in  price  Over  the  last  15  years.  "A 
good  collection  can  be  put  together 
for  less  than  $2,500  per  miniature," 
says  Edward  Sheppard,  co-owner  of 
Quorum  Antiques  in  New  York. 

Portrait  miniatures  first  evolved  in 
the  16th  century,  a  combination  of 
two  old  art  forms:  illustrated  manu- 
scripts and  portrait  medallions.  (The 


word  "miniature"  derives  from  t 
ium,  a  red  pigment  used  by  rm 
script  artists.) 

Miniatures  became  fashionabl    - 
love  tokens  during  the  reign  of  H    "■> 
VIII.  Court  artists  painted  face;     ! 
tiny  pieces  of  vellum,  which  wen  <iw~ 
in  pendants,  brooches  or  gold  b 
that  could  be  worn  or  carried  aroi 
The  art  form  reached  its  peak  in  p 
18th  century,  when  the  vellum  b  toft: 
ing  was  replaced  with  thin  shee  Don* 
ivory;  this  gave  a  luminous  glowt( 
artworks. 

There  is  a  strong  tradition  of 
lecting   miniatures   in   Europe, 
prices  for  works  by  European  a 
generally  fetch  double  the  pric<  ::  the 
American  pieces — which  are  dee 
inferior  for  being  less  ornate  in  s  : 
Few  American  miniatures  sell  for 
$5,000,  and  most  for  under  $2,( 

But  American  miniatures  have 
own  fans  and  history.  Martha  W 
ington,  for  example,  commissioi 
bracelet  of  portrait  miniature 
1780  from  Charles  Willson 
Other  noted  artists  who  worked  i 


RCfa 


doo| 

odian 

tercc 


can  u 


IbsHili 


rial 

genre  included  John  Singleton  •zedbi 

U  Ml 

eyeir 


ley,  James  Peale,  Emanuel  Le 
Edward  Malbone  and  even  the 
tors  Samuel  Morse  and  Robert 
ton,  who  had  miniaturist  busines 
New  York  City  and  Philadel 
respectively. 

The  art  form  died  out  aftc 
invention    of  photography   atAmg 
1840  and  was  revived — briefly — lure  nth 
1890  to  1940  as  a  status  object.*; 

Many  portrait  miniatures  suA^t^ 
But  the  identities  of  the  sitter! 


Eye  miniature  by  John  Wood  Dodge 
Kept  the  lover's  name  secret. 
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Bt  liave  often  been  lost. 

often  much  easier  to 

iitify    the    artists    than 

lr  subjects.  Sometimes 

minis  are  signed  on  the 

it.  More  often,  the  ar- 

identities  are  revealed 
:  their  painting  styles, 
|;h  techniques,  or  even 
[types  of  casings  used. 
}nc  of  the  country's  best 
Lctions  of  U.S.  minia- 
|s  belongs  to  Gloria  and 
Iiard  Manney;  he  owns 
[Mediators,  a  television 
prter  company  in  New 

ver  the  last  40  years 
ia  has  collected  more 
300  miniatures  dating 

to  the  16th  century 

including    the     best 

ican  artists,  such  as 
Peak,  Henry  In- 
land John  Ramage,  as 

as     Europeans    like 

)las  Hilliard  and  Jean- 

Isabey,  who  was     ^■■H 
[  nized  by  Marie  Antoi- 
!and  Napoleon. 

pria  Manney  sometimes  wears 
'I  once  went  to  a  party  wearing 
>  eye  miniatures  on  my  dress," 

lughs.  Portraits  of  a  single  eye 

a  19th-century  fad  started  by 
[George  rV,  who  balked  at  giving 

aorganatic  wife  a  recognizable 
Iture  of  himself  and  settled  for  a 

lg  of  one  of  his  eyes.  Naturally, 

jrtraits  soon  became  the  rage. 

)ther  highlight  in  Manney's  col- 


Jean,  Douglas  and  Loretta  Palmieri  with  mini  collection 
Scavenging  for  finds  at  antique  fairs. 


lection  is  a  2-inch-by-3-inch  minia- 
ture of  a  pair  of  breasts.  It's  a  self- 
portrait  done  by  an  American  minia- 
turist named  Sarah  Goodridge  who 
gave  it  to  her  lover,  Senator  Daniel 
Webster,  in  1828. 

Manney  has  concentrated  on  docu- 
mented American  miniatures  and  has 
paid  some  of  the  top  prices  in  the  field 
to  get  them.  For  example,  in  1987  she 
paid  $57,000  at  Sotheby's  for  a  2- 
inch-by-2-inch  miniature  by  Charles 


.nt  of  a  miniature  by  George  Dame 
#t  with  the  sitter's  hair  in  the  back  made  the  token  special. 


Willson  Peak  of  his  wife, 
Rachel,  and  daughter  Elea- 
nor— the  auction  record 
for  a  miniature  by  Peak. 

The  Manneys  are  going 
through  a  rough  patch  just 
now.  Their  company,  the 
Mediators,  filed  for  bank- 
ruptcy last  year,  and  they 
are  now  being  sued  by  over 
100  television  and  radio 
stations  for  $26  million. 
The  Manneys,  who  also 
have  collected  early  Ameri- 
can furniture,  rare  books 
and  movie  memorabilia, 
have  sold  some  of  their  col- 
lectibles. In  October  1991 
their  book  collection  was 
sold  at  Sotheby's  for  $4 
million.  But  most  of  their 
miniature  collection  is  on 
long-term  loan  to  the  Met- 
ropolitan Museum  of  Art, 
where  it  was  exhibited  last 
year. 

Miniatures  by  the  thou- 
sands can  still  be  found  at 
antique  fairs  and  flea  mar- 
kets, and  some  collectors  enjoy  the 
foraging  as  much  as  the  find.  Jean 
Palmieri,  for  example,  an  editor  at 
Fairchild  Publications  in  New  York, 
her  brother  Douglas,  a  broker  at  Jo- 
sephthal  &  Co.,  and  his  wife,  Loretta, 
a  Spanish  teacher,  often  spend  week- 
ends together  hunting  down  early 
American  miniatures  at  antique  shows 
all  over  the  Eastern  Seaboard. 

"For  $400  to  $1,200  you  can  have 
a  lot  of  fun  with  these,"  says  Douglas 
Palmieri.  For  those  prices  they  have 
snagged  miniatures  by  James  Peak, 
Archibald  Robertson,  Joseph  Dun- 
kerley  and  John  Wood  Dodge.  Only  6 
of  the  Palmieris'  70  miniatures  are 
signed  by  the  artist,  but  through  some 
dogged  research  the  Palmieris  have 
discovered  the  artist's  identity  for 
about  one-third  of  the  pieces.  A  favor- 
ite source  for  information  is  Quorum 
Antiques  On  East  57th  Street  in  New 
York,  which  specializes  in  miniatures. 
Other  sources  include  newspaper  ar- 
chives, historical  societies  and  even 
cemeteries. 

Caution:  Miniatures  are  fragile. 
Many  miniatures  have  been  destroyed 
by  cleaning  a  case  with  water,  which 
can  seep  in  and  dissolve  the  watercol- 
or  right  off  the  ivory.  HI 
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FACES  BEHIND  THE  FIGURES 


EDITED  DV  JOHN  R.  HAVES 


The  car  guy 

When  they  shook  up  General  Mo- 
tors last  month,  the  new  team's  orga- 
nization chart  had  the  man  in  charge 
of  quality  reporting  to  manufactur- 
ing, and  Saturn  reporting  to  tradi- 
tional gm  executives.  That's  not  the 
best  idea  if  you're  serious  about  quali- 
ty. Or  about  Saturn,  which  built  its 
success  on  being  outside  the  regular 
GM  organization. 

But  something  is  different  at  GM:  A 
couple  days  after  the  shakeup  both 
assignments  were  changed.  "Saturn 
will  report  to  me,"  says  William  E. 
Hoglund,  the  executive  vice  president 
who  started  up  Saturn.  And  the  mis- 
placed quality  box?  "It  will  report  to 
me,  too." 

"Look,"  Hoglund  goes  on,  "that 
organization  chart  was  developed  in 
three  of  the  wildest  days  in  one  man's 
[gm  President  Jack  Smith's]  life. 
When  problems  were  pointed  out,  we 
changed  them." 

Understand,  GM  didn't  work  like 
this.  Lines  on  the  company  organiza- 
tion chart  were  like  concrete  barriers 
in  a  parking  lot. 

Part  of  the  difference  is  Bill  Hog- 
lund. A  Princeton  graduate  (class  of 
'56)  who  earned  an  M.B.A.  at  Michi- 
gan, Hoglund  made  his  mark  at  GM 
not  in  finance  but  in  the  car  business. 
He  turned  around  Pontiac  a  decade 


ago,  rallying  his  troops  to  create  the 
"We  build  excitement"  cars.  After 
getting  Saturn  rolling,  he  ran  Buick- 
Oldsmobile-Cadillac,  then  disap- 
peared into  gm's  troubled  compo- 
nents division.  In  April  he  reemerged 
as  chief  financial  officer,  just  long 
enough  to  help  Smith  move  the  com- 
pany away  from  the  enormously  cost- 
ly fleet  business.  In  November  Smith 
put  Hoglund  back  on  the  point,  help- 
ing to  rebuild  North  American  auto 
operations. 

What  kind  of  GM  is  Smith  trying  to 
build?  Hoglund,  58,  answers  by  re- 
calling the  company's  creation  as  a 
collection  of  existing  firms — Buick 
and  Cadillac  and  Fisher  Body — work- 
ing like  a  holding  company  with  com- 
pensation based  on  individual  unit 
results.  "And  that's  the  way  it 
worked,"  he  explains.  "If  Delco 
Remy  could  screw  Buick,  so  be  it. 
Fisher  Body  was  screwing  everybody. 

"The  old  system  worked  when  we 
had  60%  of  the  market  and  1 V2  other 
players,"  he  continues,  meaning  Ford 
and  a  weak  Chrysler.  "But  not  with 
today's  competition.  Jack  Smith's  vi- 
sion is  to  turn  North  America  into  a 
business  united  instead  of  25  or  30 
different  competing  organizations. 
We  plan  to  take  all  these  very  separate 
units  and  change  the  culture  of  the 
company,  to  mold  them  all  into  a 


seamless  organization." 

Next  up  for  Hoglund's  attent 
Chevrolet.  "I  had  a  '54  Chevy,' 
remembers.  "I'd  line  up  at  the  lid 
one  foot  jammed  on  the  clutch, 
on  the  gas.  And  six  out  of  eight  tdi 
could  beat  a  baby  carriage  away 
the  stoplight.  But  jeez,  it  was 
Then  came  the  '55  [Chevy],  the 
the  '57s.  Great  cars.  What  made 
great?  I  don't  know  what  the  ans 
is."  But  count  on  Bill  Hoglund 
figure  it  out  soon  and  turn  CI 
back  into  the  great  moneymakJ 
once  was.  -Jerry  Fi 

Making  the  other  guy  pJ 

Charles  Schwab  &  Co.  is  cut 
itself  another  piece  of  the  $1.5  trij 
mutual  fund  pie.  The  discount  stl 
broker  already  sells  $4.1  billion  a| 
worth  of  shares  in  other  fund 
gers'  no-load  mutual  funds.  Thr<l 
Schwab,  investors  pay  a  small  (\ 
maximum)  commission  for  the  ea 
moving  their  money  among 
funds  in  90  fund  families,  all  repcj 
in  a  single  monthly  statement. 

Now  Schwab  clients  can  buyl 
and  transfer  among  89  of  those  f| 
without  paying  any  commission  I 
The  nine  no-load  fund  group! 
volved:  Berger,  Dreyfus,  Federl 
Founders,  Invesco,  Janus,  Neubl 
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\&e  give  new  meaning  to  high  tea. 


■shly  brewed  tea,  scones  and  Devonshire  cream,  a  small  taste  of  England  served  with  perfect 
|.)inb  at  37,000  feet.  It's  the  way  we  make  you  feel  that  makes  us  the  worlds  favourite  airline. 


British  Airways 

The  world's  favourite  airlinef  J^' 
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FACES  BEHIND  THE  FIGURES 


Discount  stockbroker  Charles  Schwab 
Mutual  funds  can't  afford  to  ignore  him. 


&  Berman,  SteinRoe  and  Schwab  it- 
self. Boasts  5  5  -year-old  Chairman 
Charles  Schwab:  "This  is  going  to  be 
as  much  of  a  revolution  for  mutual 
fund  buyers  and  sellers  as  the  advent 
of  discount  brokerage  was  to  stock 
buyers  in  1975." 

What's  truly  innovative  is  how- 
Schwab  usually  gets  paid  its  cut, 
0.25%  per  year  of  the  assets  it  places. 
About  half  of  that  is  a  rebate  paid  by 
the  funds  for  bookkeeping  and  ad- 
ministrative expenses  picked  up  by 
Schwab.  But  the  rest  comes  direcdy 
out  of  the  fund  groups'  management 
fees.  Why  give  up  fees  to  Schwab? 
Because  with  no  advertising  to  speak 
of,  Schwab's  no-commission  pro- 
gram has  attracted  SI. 3  billion  in  just 
four  months.  No-load  fund  houses — 
which  still  keep  the  bulk  of  their 
management  fees  should  they  sign  up 
with  Schwab — can't  ignore  that  kind 
of  distribution  powerhouse. 

One  development  to  watch  for: 
Will  the  fund  companies  try  to  make 
up  what  they  pay  to  Schwab  by  raising 
their  fees?  Probably  not.  Schwab's 
customers  are  too  cheap  to  let  the 
managers  get  away  with  it. 

-Mary  Beth  Grover 


Bessemer  Trust's  David  Horn 
"Wealthy  families  will  never 
give  you  all  their  money." 


Get  the  rich 

Chicago-based  Northern  Trust 
Corp.  is  one  of  the  country's  best- 
performing  banks,  in  part  because  of 
its  big  trust  operation.  The  bank  man- 
ages money  and  provides  custody  ser- 
vices for  firms  and  individuals.  One  of 
its  divisions,  the  Wealth  Management 
Group,  oversees  $13  billion  for  about 


70  ultrarich  families,  among  them 
Gettys,  Cargills  and  MacMillans 

Now  a  former  insider  wants  tq 
that  business.  In  September  D 
Horn,  the  Wealth  Manage 
Group's  chief  for  the  last  three  y< 
quit  Northern  and  joined  New  Y 
based  Bessemer  Trust  (assets, 
billion).  Bessemer  manages 
Phipps  family  fortune;  other  cli 
include  President  George  Bush 
Treasury  Secretary  Nicholas  Brae 

Horn,  46,  left  Northern  after 
bank  spurned  his  suggestion  to 
off  his  unit.  Horn  argued  that,  as 
of  a  bank,  his  group  could  not 
some  services  that  would  have  b 
fited  his  clients.  Last  year,  for  e> 
pie,  he  tried  to  establish  an  insur 
brokerage  with  the  Rockefeller 
ily;  it  would  have  been  a  purch. 
pool  for  property  insurance 
Horn  was  stymied  by  banking  r 
"The  law  doesn't  let  you  own  a 
sonable  enough  percentage  to  m. 
interesting,"  he  says. 

Another  problem:   Very  we 
people  like  to  spread  their  m 
around,  often  using  six  to  ten 
agement  firms  with  different  e 
rise.   Northern  Trust's  discip 
quality  growth  investing,  not,  f< 
ample,  value  investing.  But  No 
didn't  like  to  refer  assets  to 
firms,  says  Horn.  Northern  co 
it  combines  in-house  money  mai 
ment  with  outside  managers 
appropriate. 

At  Bessemer,  Horn  plans  to  r 
clients  with  outside  managers, 
turn  for  a  fee  paid  by  clients.  " 
radical  departure  for  traditional 
companies  to  admit  they  can't 
age  all  your  assets,"  says  Horn, 
wealthy  families  will  never  give  y 
their  money.  Let's  get  real." 
-Marcia 


tonur 


Mending  the  mines 

On  May  14  Milton  Ward  tool 
job  at  Cyprus  Minerals,  a  $1. 
copper  and  coal  producer 
Englewood,  Colo.  Cyprus'  stc 
ceeded  to  climb  34%,  to  M 
then,  soft  copper  prices  have 
the  price  to  27,  but  Ward  say 
ness  is  fine.  "I  think  we've 
chance  to  double  this  company 
five  or  six  years,"  he  says.  "Hut  \ 
double  the  price  of  the  st< 
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Bentley  Introduces 

Business  Class. 

So  You  Can  Fly  More 

Frequently 


A  6.75  liter  power  plant  built  and  balanced  totally  by 
hand.  The  same  state-of-the-art  automatic  ride  control 
found  in  the  legendary  Bendey  Turbo  R.  A  cockpit  where 
every  inch  of  premium  Connolly  hide  and  glistening  bu  1 
veneer  breathes  elegance  and  exclusivity.  At  $138,500? 
however,  the  Brooklands  costs  only  a  little  more  than 
lesser  luxury  sedans.  To  fly  the  Bentley  way,  please 
contact  your  authorized  dealer  or  call  1-313-350-0500. 


*  Rolls-Royce  Motor  Cars  Inc .,  1992.  The  name  "Brooklands"  is  a  trademark,  and  the  names  "Bentley"  and  "Turbo  R"  and  the  badge  and  radiator  grille  are  registered  trademarks. 

•Manufacturer's  suggested  retail  price.  Taxes, title  and  registration  fees  additional. 
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FACES  BEHIND  THE  FIGURES 


before  then." 

For  years  Cyprus,  which  was  spun 
off  by  Amoco  in  1985,  had  been 
poorly  managed.  Previous  manage- 
ment neglected  mine  development, 
opting  instead  to  make  22  acquisi- 
tions in  six  years.  The  result  was  a 
hodgepodge  of  8  or  9  inefficient  min- 
ing businesses.  "There  was  a  mind -set 
here  that  a  mine  was  a  mine  and  it  was 
good  to  have  mines,"  says  Ward,  60. 
"But  just  buying  mines  will  not  make 
this  a  great  company." 

An  18  -year  veteran  of  Freeport- 
McMoRan,  where  his  last  job  was  as 
president,  Ward  says  he'll  sell  Cyprus' 
molybdenum  and  iron  ore  businesses 
and  focus  on  copper  and  coal.  Over 
three  years  he  says  he  wants  to  in- 
crease copper  production  20%  and  cut 
costs  from  78  cents  to  about  60  cents 
a  pound.  The  savings  would  come 
from  all  directions:  acceleration  of  a 
new  smelter  startup,  increased  auto- 
mation, investing  in  bigger  trucks  and 
shovels,  a  new  refinery  and,  if  utilities 
won't  lower  their  rates,  cogeneration 
plants.  "There's  no  mystery,"  says 
Ward.  "There  are  a  whole  host  of 
factors,  low  risk  or  no  risk,  that  will 
reduce  your  costs." 

Combined  with  similar  plans  in 
coal,  the  operating  leverage  Ward  en- 
visions is  already  starting  to  become 
apparent  in  Cyprus'  earnings.  Third- 
quarter  operating  earnings  are  up  34% 
over  last  year.  Analysts  expect  year- 
end  earnings  of  $2.20  a  share,  and 
$3.44  for  1993. 

"Bernie  Goes  Bananas" 

Hardly  anyone  believed  Bernie 
Cornfeld  last  month  when  he  an- 
nounced that  he  and  a  shady  Italian 
partner  would  buy  MGM/UA,  the  Hol- 
lywood studio,  for  $500  million. 
Now  even  the  public  relations  firm 
that  publicized  Cornfeld's  bid  has 
turned  its  back  on  him.  "Why  would 
we  have  Bernie  Cornfeld's  phone 
number?"  Alan  Nierob,  of  the  flack- 
ery  firm  Rogers  &  Cowan,  asks  in  all 
innocence. 

But  Cornfeld — the  65 -year-old 
scoundrel  behind  Investors  Overseas 
Services,  a  $2.5  billion  worldwide 
mutual  fund  empire  that  collapsed 
spectacularly  22  years  ago — insists  the 
deal  is  real.  "Credit  Lyonnais  [the 
French  bank  that  owns  mgm/ua]  has 
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indicated  that  they  were  unprepared 
to  accept  the  offer  as  stated,"  he 
explains  solemnly  from  his  home  in 
France.  "We  are  in  discussion.  We'll 
have  to  see  if  what  is  acceptable  to 
them  is  something  we  can  do." 

To  the  bankers  at  Credit  Lyonnais, 
Cornfeld's  offer  is  a  bad  sequel  to  a 
Hollywood  nightmare.  The  bank 
ended  up  with  mgm/ua  after  repos- 
sessing it  from  Giancarlo  Parretti,  to 
whom  the  bank  had  lent  nearly  $1 
billion  to  purchase  the  studio  in  1990. 
Officials  at  Credit  Lyonnais  say  that 
they  have  not  spoken  to  Cornfeld,  nor 
will  they. 

For  a  man  with  a  credibility  prob- 
lem, Cornfeld  certainly  chose  an  odd 
partner  for  his  MGM/UA  escapade.  The 
partner  is — or  was — Giovanni  Di  Ste- 
fano. Di  Stefano,  who  was  once  con- 
victed for  fraud  in  Britain,  is-  suing 


I 


Credit  Lyonnais  over  ownershi 
mgm's  British  movie  theaters.  1 
bank  says  Di  Stefano  is  simply  tr)H 
to  get  it  to  buy  assets  back  from  | 
that  he  doesn't  own. 

Cornfeld  says  he  solved  that  pij 
lem  just  before  Thanksgiving,  aftc 
Stefano  upped  the  bid  to  $720 
lion  without  consulting  him.  "Mr 
Stefano  is  no  longer  my  partner,'] 
says.  "We're  going  to  move  al 
without  him." 

How  does  Cornfeld  plan  to  rep 
$300  million  in  bank  loans  thaf 
Stefano  supposedly  lined  up  tc 
nance  the  acquisition?  Not  to  w<j 
Cornfeld  says  he  can  raise  more  < 
from  his  private  investors,  whor 
declines  to  name.  If  this  little  fina 
farce  were  to  become  a  film,  maj 
suggest  "Bernie  Goes  Bananas'] 
the  tide? 
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TAYLORS 


Two  books  publishing  annually 

to  provide  the  international 

business  community  with 

a  showcase  of  corporate 

excellence  to  be  found  in  these 

two  great  trading  countries. 


If  you  would  like  to  receive  details  on  being  a  sponsor 
[advertiser  in  the  1993  edition  of  either  of  these  titles  pi 
contact  Alex  Todrick  at  the  Publishers 
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13  Manor  Place,  Edinburgh  EH3  7DR,  Scotland,  UK. 
Telephone:  031 225  5155    Facsimile:  031 225  9513 
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hristmas  Dinner  at  Mount  Vernon 


An  Onion  Soup  Call'd  the  King's  Soup 
Oysters  on  the  Half  Shell 
Broiled  Salt  Roe  Herring 

Boiled  Rockfish 

Roast  Beef  and  Yorkshire  Pudding 

Mutton  Chops 

Roast  Suckling  Pig 

Roast  Turkey  with  Chestnut  Stuffing 

Round  of  Cold  Boiled  Beef  with  Horseradish  Sauce 

Cold  Baked  Virginia  Ham 

Lima  Beans 

Baked  Acorn  Squash 

Baked  Celery  with  Slivered  Almonds 

Hominy  Pudding 
Candied  Sweet  Potatoes 

Cantaloupe  Pickle 
Spiced  Peaches  in  Brandy  •  Spiced  Cranberries 

Mincemeat  Pie 

Apple  Pie  •  Cherry  Pie 

Chess  Tarts 

Port  Madeira 


Christmas  was  an  especially  meaningful 

holiday  at  Mount  Vernon.  George  and  Martha 
Washington  were  married  on  Twelfth  Night  in  1759, 
and  throughout  their  lives  they  tried  to  spend  the 
Christmas  holiday  season  together. 

Dinner  at  Mount  Vernon  was  customarily  served 
at  three  o'clock  in  the  afternoon — an  hour  about  which 
the  general  was  altogether  precise.  He  was  likely  to  tell 
late  guests,  "Gentlemen... I  have  a  cook  who  never  asks 
whether  the  company  has  come,  but  whether  the  hour 
has  come."  (Martha  was  equally  punctual.  In  1790,  she 
concluded  an  evening  party  promptly  at  nine  o'clock  by 
rising  and  announcing  to  her  company,  "The  General 
always  retires  at  nine,  and  I  usually  precede"  him." 


Tease  the  Traveler. . 
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A  Taste 

of  the  Past... 

A  delightful  collection 
of  more  than  500  truly 
American  recipes  updated 
for  today's  contemporary 
kitchen.  The  cookbook 
also  includes  fascinating 
historical  notes  and 
menus  from  the  past. 
SI  4.95  #B35 


A  Tour 

of  the  Past... 

18th-Century  hospitality 
captured  in  an  hour-long 
nostalgic  tour  of  some  of 
America's  most  historic  inns 
and  packaged  with  money 
saving  coupons,  good  for 
each  of  the  inns. 
$29.95  #V56 
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An  hour-long  video  that 

jrings  to  life  fascinating  tales  of 

the  men  and  women  who  built 

these  towns  in  a  day  and  left  them 

behind  just  as  quickly.  S29.95  #V54 
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he  Past. 

ian  300 
photographs 
gnificent  volume 
sents  America  as 
om  1839-1914. 
paperback  #B24 
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A  comprehensive 
history  of  America's 
foremost  symbol  of 
freedom,  painstakingly 
researched  and  lavishly 
illustrated.  $29.95  #B29 


In  the  prevailing  fashion,  dinner  was  served  in 
three  courses  and  on  two  tablecloths.  One  cloth  was 
removed  between  each  course,  and  the  fruit,  nuts  and 
wines  were  served  on  the  bare  table.  In  the  center  of 
the  table  was  an  elegant  erpergne,  and 
handsome  platters  containing  meats 
and  fish  were  placed  symmetrically 
about  the  table — with  a  suitable  assort- 
ment of  vegetables  and  "corner  dishes" 
of  sauces,  relishes,  and  preserves  located 
at  other  appropriate  spots. 

Dinners  were  customarily  concluded 
with  toasts  around  the  table.  In  1789  William 
Maclay,  a  senator  from  Pennsylvania,  was 
guest  at  a  dinner  party  with  the  President 
and  Mrs.  Washington,  Vice-President  and 
Mrs.  Adams,  and  several  others.  At  the  end  of 
the  meal,  Maclay  reported,  "The  President,  filling 
a  glass  of  wine  with  great  formality  drank  to  the 
health  of  every  individual  by  name  around  the  table. 
Everybody  imitated  him,  and  such  a  buzz  of 'health, 
sir'  and  'thank  you,  madam,'  never  had  I  heard  before. 
Indeed,  I  had  liked  to  have  been  thrown  out  in  a  hurry; 
but  I  got  a  little  wine  in  my  glass,  and  passed  the 
ceremony.  The  ladies  sat  a  good  while,  and  the  bottle 
passed  about;  but  there  was  a  dead  silence  almost. 
Mrs.  Washington  at  last  withdrew  the  ladies." 
(V 
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CALL  TOLL-FREE  1-800-876-6556 


Check  or  money  order  payable  to  American  Heritage 

Charge  my:  VISA  MasterCard    Amex 

Card  *  

Expiration  Date: 

N  a  me 

Address 

City 

State Zip 


Signature. 


Book*      Quantity        Price 
#B35  $14.95 


Total 


#V56 

$29.95 

#V54 

$29.95 

#B24 

$19.95 

*B29 

$29.95 

NY  residents  add  sales  tax  

Shipping  and  handling                          $3.00 
Total  of  Above  


Mail  order  form  to:  American  Heritage  Books,  P.O.  Box  10934,  Des  Moines,  IA  50350-0934 


5  That Stimulate  the  Mind  \ 
&  Stir  the  Imagination. . . 
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alcolm  Forbes 


A  Life 

of  Collecting 

and 

Adventure 


Three  Stalwar  th< 


Many  of  us  have  a  Rosebud  lurking 
in  our  past — a  toy  train,  a  truck,  a  doll, 
or  like  Citizen  Kane,  a  sled.  In  the 
Forbes  family,  toy  boats  were  more 
prized  than  electric  trains  or  other 
playthings.  We  were  forever 
sailing  them  in  local  brooks 
and  streams  and  in  summers  on  lakes  and  oceans.  Not  a 
one  survived  to  be  part  of  our  collection,  but  the  memory 
of  them  and  the  joy  of  them  account  for  its  formation. 

I  cannot  pinpoint  exactly  when  this  fascination  with 
boats  began,  but  I  do  remember  from  early  on  being  totally 
engrossed  in  the  bathtub  with  what  used  to  be  called  in  those 
days  "talcum  tugs."  I  used  to  go  to  the  medicine  cabinet  and 
take  the  lids  off  all  the  containers  that  were  big  enough  to  float. 
Then,  making  waves,  I'd  imagine  storms  at  sea  and  log  which 
of  my  makeshift  armada  stayed  afloat  the  longest. 

So  boats  and  water  had  a  strong  appeal  for  me  from  the  very 
beginning.  I  can  remember  the  first  time  I  sailed  on  an  ocean 
monarch  at  the  age  of  seven.  It  was  the  Aquitania,  one  of  the  great 
old  four-stack  Cunarders.  Almost  every  other  summer  until  World 
War  II,  our  family  used  to  sail  to  Great  Britain,  ofttimes  directly 
to  Glasgow,  on  the  Anchor  Line,  other  times  to  Southampton, 
via  Cunard  or  White  Star.  From  Scotland  we  would  go  to  Europe, 
and  we'd  sail  home  from  Le  Havre  or  Marseilles. 

On  one  crossing  I  took  a  toy  boat  and,  with  my  brother's 
aid,  lowered  it — secured  by  a  strong  twine — the  long  way 
from  rail  to  sea.  We  intended  that  this  toy  liner  too  should 
make  the  Atlantic  crossing.  It  survived  departure  from  the 
dock,  but  within  a  few  minutes  of  our  being  under  way 
the  bashing  soon  saw  it  under  way  to  Davy  Jones's  locker. 
I  lost  it,  but  in  spirit  it  may  have  led  to  the  start  of  my 
toy-boat  collection. 
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TO  ORDER,  CALL  TOLL-FREE 
1-800-876-6556 


Glory  in  America's  National  Pastime 
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America's  national  pastime  is  captured  in  the  pages 
of  this  week-at-a-glance  diary.  Memorabilia,  trade 
cards,  rare  photographs  and  collectibles  make  each 
page  a  celebration  of  the  game  and  its  history. 
$14.95  #B53 


HGI 


CALL  TOLL-FREE  1-800-876-6556 


Check  or  money  order  payable  to  American  Heritage 

Charge  my:  VISA  MasterCard    Amex 

Card  *  

Expiration  Date: 

Name 


Book*     Quantity        Price 
#B50  $24-95 


Total 


#B51 

$29.95 

#B52 

$24.95 

#B53 

$14.95 

Address_ 

City 

State 


NY  residents  add  sales  tax  

Shipping  and  handling                         $3.00 
Total  of  Ahove  


Zip_ 


Signature. 


Mail  order  form  to:  American  Heritage  Books,  P.O.  Box  10934,  Des  Moines,  IA  50350-0934 
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"Christmas  December  25, 1862. 

We  have  passed  a  very  quiet  day  and  except  th 
we  have  been  excused  from  drill,  the  day  has  b 
like  the  others. ...  In  the  evening. . .we  had  a  si 
I  should  like  to  be  at  home  on  this  Christmas 
— Elisha  Rhodes 


Historic  Momc 
Recaptured... 


This  beautifully  designed  calendar, 
complete  with  detailed  text  and  striking 
lithographs,  sketches  and  photos,  boldly  captures  the 
courageous  people  and  dramatic  events  of  the  War 
Between  the  States.  $9.95  paperback  #B40 
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This  series  brings  tc    m^ 
the  finest  writing  01 
Civil  War  and  Work    ^ 
featuring  such  auth 
as  William  Manche 
General  James  M. 
and  James  M.  McP 
S19.95ea. 
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A  New 
Collection 
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This  exciting  collection  \ 

includes  illustrated 
color  maps,  West  Point 
archival  battle  maps, 
NASA  high-altitude 
maps  and  protraits 
by  Don  Troiani.  An 
indispensable  reference       #B74 
for  all  Civil  War  buffs. 
S32.95  #B43 
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TO  ORDER, 
CALL  TOLL-FREE 
1-800-876-6556 


THE  SMOKE  WAS  SLIGHTLY  LIFTED  by  the  gentle  May 
Ke,  one  lone  soldier  advanced,  bravely  bearing  the  flag 
trds  the  breast  works.  At  least  a  hundred  men  took  deliberate 
it  him,  and  fired  at  point-blank  range,  but  he  never  faltered. ... 
fenly,  as  if  with  one  impulse,  every  Confederate  soldier  within 
i  of  the  Union  color  bearer  seemed  to  be  seized  with  the  idea 
die  man  ought  not  to  be  shot  down  like  a  dog.  A  hundred  men 
ped  their  guns  at  the  same  time;  each  of  them  seized  his  nearest 
neighbor  by  the  arm  and  yelled  to  him  "Don't  shoot 
at  that  man  again.  He  is  too  brave  to  be  killed  that 
way. . ."  As  soon  as  they  all  understood  one  another, 
a  hundred  old  hats  and  caps  went  up  into  the  air, 
their  wearers  yelling  at  the  top  of  their  voices: 
"Come  on,  you  brave  Yank,  come  on!" 
— Charles  Evans,  2nd  Texas,  Vicksburg 


"ONE  BEAUTIFUL  NIGHT  during  these  terrible  days 
I  was  sitting  in  the  moonlight,  looking  up  into  the 
heavens  so  beautiful  and  calm — while  everything  around 
us  which  men  controlled  was  full  of  evil  and  death — 
when  the  bands  of  the  contending  armies  began  to  play. . . 
One  band  struck  up  "Home  Sweet  Home,"  and  was 
followed  by  another  until  all  bands  of  both  sides  joined 
in.  Then  the  soldiers  of  both  sides  began  to  sing  it,  each 
gathering  inspiration  from  the  others,  all  swelled  the 
chorus,  and  the  spirit  of  war  was  hushed  as  all  hearts 
thought  of  the  loved  ones  at  home." 

— Captain  Edward  H.  McDonald,  11th  Virginia  Cavalry 


Three  Classic  Picture  Histories 

These  impressive  volumes,  each  with  evocative  narratives 
and  over  700  superb  photographs,  are  the  definitive 


¥    :ie  most  historic  moments  chronicles  of  history  in  the  making, 

the  Civil  War  are  accurately  $19.95  ea.  ^_^-- 
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rOLL-FREE  1-800-876-6556 


|money  order  payable  to  American  Heritage 
VISA  MasterCard    Amex 

:    


Zip_ 


Book* 
#B40 


Quantity 


Price      =     Total 
$9.95 


#B43 

$32.95 

#B72 

$19.95 

#B73 

$19.95 

*B74 

$19.95 

#V47 

$29.95 

#B55 

$19.95 

*B66 

$19.95 

*B67 

$19.95 

NY  residents  add  sales  tax  

Shipping  and  handling                           $3.00 
Total  of  Above  


r  form  to:  American  Heritage  Books,  P.O.  Box  10934,  Des  Moines,  IA  50350-0934 


Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  2WA9 
Ft.  Garland,  CO  81 133. 
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Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  1 1  icy  has 

judged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  tl  h  ry  of  State  has  In  any  way  |  lassed 

upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  trom  Sangre  de  Cristo 
Ranches  NYA86-153  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Corti  n  jperty 

to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  Now.)' 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO,  Florida  AD  20537 
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THE  FORBES/BARRA  WALL  STREET  REUIEW 


BY  ERIC  S.  HARDY 


1  it  the   modified  random  walk 
ory:  You  can't  easily  beat  the  mar- 
fwith  individual  stock  selection,  so 
should  pay  all  the  more  attention 
the  big  picture — such  as  broad 
figs  in  inflation  expectations  and 
nomic  cycles.  A  subscriber  to  this 
v  is  Russell  Thompson,  the  man- 
I  of  Waddell  &  Reed's  very  suc- 
fol  United  Income  Fund.  "We 
me  [the  market]  is  extremely  effi- 
t  so  we  don't  waste  our  efforts 
[ig  to  learn  something  about  a 
ipany  that  isn't  already  known," 
ays.  These  days  Thompson  is  bet- 
that  the  economy  is  coming  out 
deep  trough,  but  that  it  will  take 
e  time  for  inflation  to  accelerate, 
chose  assumptions,  he  favors  such 
|:-industry  picks  as  ppg,  Air  Prod- 
&     Chemicals    and    Praxair, 
mpson  is  avoiding  any  company 
is  burdened  with  a  heavy  debt 
,  however,  despite  his  expectation 
it  interest  rates. 


ecial  focus 


he  broad  market  indexes  have  been 
ng  new  highs  (while  the  Dow  is  off4.8% 
f  its  peak),  a  hard  core  of  professional 
s  have  been  accumulating  cash.  Mutual 
•  rater  Morningstar,  Inc.  says  that  all  but 
of  the  funds  below  are  holding  a  third 
ore  of  their  assets  in  cash.  The  Mathers 
is  up  to  a  72%  cash  position. 


1  Big  cash  positions 

J 

■  Company 

Assets 
($mil) 

% 

cash 

XI 

1  Oreyfus  Strat  World 

$111 

74% 

■Mathers  Fund 

562 

72 

■Dreyfus  Capital  Value 

474 

42 

■FPA  Paramount  Fund 

287 

42 

9 

■Monetta  Fund 

361 

39 

Kweig  Strategy  A     v- 

350 

39 

■'hoenix  Growth  Fund 

2,249 

33 

Breyfus  Third  Century 

504 

33 

■anus  Worldwide 

178 

33 

(Branklin  Growth  Fund 

533 

.■-.-:-■:■■-     '.-.■-■  AW 

32 

The  overall  market 
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The  Barra  All-US  index  as  of  1 1/25/92: 

Market  value:  $4,234.3  billion 

P/E:  24.8 

P/E  minus  negative  EPS:  17.7 

Price/book:  2.4 

Yield:  2.6  % 


12-month  closeup 


ff* 


1200 
1000 


Performance 

Price 

Total  return 

Last  4  weeks 

3.0% 

3.3% 

Since  12/31/91 

3.6 

6.1 

2400 
2300 
2200 
2100 
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■Barra  index 

■200  day  moving  average 
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'89 

'90 

'91 

'92 

'91 

'92 

Closeup  on  the  market 

%  change  from 


Index  or  investment 

Barra  All-US  index 

S&P/E 

S&P/I 

Dow  J 

S&PS 

NYSE 

Nasd; 

Amex 

EAFE3 

CRB  index45 

Gold5 

Yen5(per$U.S.) 

Oil5 


2-week  change 


S&P/Barra  Growth  index' 

1.8 

S&P/Barra  Value  index2 
Dow  Jones  industrials 

1.9 
0.8 

S&P  500 

1.7 

NYSE 

1.5 

Nasdaq 

2.1 

1.5% 

1.8 

1.9 

0.8 

1.7 

1.5 

2.1 

1.1 

1.7 

1.5 

0.5 

0.2 

1.0 


1  year  ago 

14.4% 

18.0 

16.4 

12.6 

14.0 

13.4 

24.0 

6.2 

-13.0 

-5.0 

-9.4 

-5.8 

-5.2 


The  best  and  worst  performing  stocks6 

Best 

Price 

2-week 
change 

1992 
EPS' 

Worst 

Price 

2-week 
change 

1992 
EPS' 

MTC  Electronic  Tech 

25 

49% 

NA 

Mesa 

43/4 

-45% 

$-2.19 

Babbage's 

26  i/4 

27  3/4 

33 
32 

$1.20 
0.95 

Tokos  Medical 
Salem  Sportswear 

16  H 

71/4 

-32 

0.78 

Krystal 

-28 
-27 
-25 

1.159 

NA 

1.60 

Keane 
Retix 

22  5/8 
17  3/, 

32 

31 

1.31 
0.48 

Belmac 

Moorco  International 

6 1/2 

17 /a 

The  best  and  worst  performing  industry  factors68 

Best 

2-week 
change 

Since 
12/31/91 

Worst 

2-week 
change 

Since 
12/31/91 

Photographic,  optical 

7.8% 

6.4% 

Real  estate 

-3.7% 

-13.7% 

Railroads 

5.0 
4.7 
4.7 
4.3 

10.5 
17.2 
42.7 

10.4 

Oilfield  services 

-3.0 

-6.9 

Consumer  durables 
Motor  vehicles 
Telephone,  telegraph 

Oil  refining  &  distribution 
Precious  metals 
Tobacco 

-2.7 
-2.1 

-1.4 

-10.2 
-17.9 
-2.1 

wee:  Morningstar. 

period  ending  11/25/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
iDRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average 
Vwth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted 
Ire  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 4  Index  of  21  commodity  futures. 5  Knight-Ridder  Financial 
1 '  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company 
Ind  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups. 9 1993  estimate.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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corporate  vs.  government  yields 


Corporate  dividend  revisions 
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Representative  industry  yields 


'81      '83       '85       '87       '89       '91  '92 
Through  Oct.  31,  1992. 


Industry 

Yield 

Payout 
ratio 2 

P/E 

Industry 

Yield 

Payout 
ratio 2 

P/E 

Auto  &  truck  mfg 

5.1% 

NM 

NM 
14 

Household  products 

2.4% 

54% 

20 

Banking 

4.0 

37% 

Integrated  petroleum 

4.8        115 
2.1          40 
1.8         29 
4.3          75 

14 
24 
31 
12 

Basic  chemicals           4.3         80           22           Pharmaceuticals 
Electric  utilities           6.6       114           17           Retailing 
Electronics                 2.9         41           15           Telecommunications 

Good  news  for  dividend  lovers: 
nold  Kaufman  of  Standard  &  Po 
Corp.  says  1,066  companies  (ou, 
6,000  followed)  increased  divide 
in  the  first  ten  months  of  the  year 
the  year-earlier  period  only  879  fi 
raised  their  dividends.  There  has 
been  a  39%  decline  this  year,  to  2 
in  the  number  of  companies  that  h 
decreased  or  omitted  dividends 

The  indicated  dividend  (la 
quarterly  dividend  multiplied  b) 
on  the  S&P  500  is  $12.63,  giving' 
index,  which  recently  closed  at  43  ^ 
yield  of  2 .9%.  That's  a  crummy  ret  ! 
by  historical  standards  but  abou 
much  as  you  can  get  on  a  mo 
market  fund. 

The  table  on  the  bottom  at  left 
an  attractive  group  of  industrial  st(     " 
that  are  paying  more  than  mc 
market  rates.  None  of  them  sel 
more  than  2.3  times  book  value, 
their  dividend  payouts  are  less  i 
50%  of  earnings.  In  addition,  < 
stock  has  an  "A"  or  better  finai 
rating  from  the  Value  Line  In\ 
ment  Survey.  American  Brands 
example,  yields  4.8%  and  trade 
only  10  times  trailing  earnings, 
tobacco  company  has  increaset 
dividend  in  each  of  the  past  17  yt 

For  a  cautionary  look  at  high-yi 
ing  utilities,  see  pages  196  and  1( 
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Solid  dividends 

Company 

Price 

Indicated 
rate 

Yield 

EPS3 

American  Brands 

41  Va 

$1.97 

4.8% 

$4.20 

Harris 

347/8 

1.04 

3.0 

2.20 
3.57 
1.95 

Harsco 

33% 

1.32 

4.0 
3.2 

Lubrizol 

26  Va 

0.84 
1.70 

National  Presto 
Rockwell  International 

52  V2 

3.2 

4.42 

257/s 

0.92 
0.60 
1.20 
1.80 
1.10 

3.6 
3.2 
3.2 
4.2 
3.2 

2.20 
1.39 
3.21 
3.79 
2.29 

Standard  Register 
Sundstrand 
United  Technologies 
Westvaco 

19 

377/8 
423/4 
34  Va 

f 


Doubtful  dividends 


Company 

Price 

Indicated 
rate 

Yield 

Payow 
ratio 

Albany  International 

14 

$0.35 

2.5% 

146' 

CTS 

187/8 

0.75 

4.0 

125 

Chemed 

263/s 

2.00 

7.6 

115 

Deere  &  Co 

373/a 

2.00 

5.4 
7.4 

NM 
114 
1221 

Freeport  McMoRan 
Idaho  Power 

16;/s 
27 

1.25 

1.86 

6.9 

IBM 

63  Vi 

4.84 

7.7 

nm| 

Moore  Corp 

147/8 

0.94 

6.3 

1221 

Nevada  Power 

22  Vz 

1.60 

7.1 

107l 

SPS  Technologies 

19 

1.28 

6.7 

1161 

Note:  All  data,  except  where  footnoted,  as  of  11/24/92.  'Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consum 
through  10/31/92.  Capitalization-weighted.  Dividends  divided  by  net  income;  all  extraordinary  items  are  excluded.  '^Trailing  12  months.  NM:  Not  meaningful.  '• 
General,  Value  Line,  via  Lotus  One  Source;  Standard  &  Poor's.  I** Men 
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EDITED  DY  JASON  2WEIG 


fien  everyone  loved  Japan,  Jack  Mussey's  Newport 
jer  Fund  shunned  it.  What's  he  buying  now? 

risers  by  the  tail 


Mary  Beth  Grover 

N  Mussey,  portfolio  manager  of 
Newport  Tiger  Fund,  thinks  he 
>een  the  future,  and  it  lies  between 
jigzhou  and  Hong  Kong.  "Chi- 
Pearl  River  Delta  will  become  the 
d's  largest  industrial  center  in  the 
ten  years,"  he  predicts, 
ussey,  51,  has  been  investing  in 
for  19  years — and  he  has  a  pretty 
d  crystal  ball.  For  the  three  years 
d  in  October,  Newport  Tiger  is 
among  the  1 3  Pacific  stock  funds 


ranked  by  Morningstar,  Inc.,  return- 
ing 14.2%  annually.  That's  3.6  per- 
centage points  higher  than  the  S&P 
500  at  home  and  21  points  above  the 
U.S.  dollar  return  on  Morgan  Stan- 
ley's index  for  Europe,  Australia,  New 
Zealand  and  the  Far  East. 

Mussey  trounced  his  rivals  by  stay- 
ing clear  of  Japan.  In  fact,  he  started 
the  fund  in  1989  to  invest  nearly 
everywhere  in  Asia  except  Japan — 
even  though  the  Nikkei  stock  index 


shot  up  29%  that  year.  "The  [Japa- 
nese] market  was  overpriced  at  60 
times  earnings,  and  the  country  was 
maturing  like  the  U.S.  and  Europe 
had  before,"  recalls  Mussey. 

Instead,  Mussey  wanted  to  grab  the 
tigers  by  their  tails.  These  Asian  coun- 
tries— Hong  Kong,  Indonesia,  Ma- 
laysia, Singapore,  South  Korea,  Tai- 
wan and  Thailand — were  already 
booming  as  Japan  moved  industrial 
production  offshore.  "These  are 
hard-working  people  who  save  a  lot  of 
money,"  he  says.  "And  the  moms 
tutor  their  children  when  they  come 
home  from  school." 

Last  year  the  gross  domestic  prod- 
uct of  the  countries  in  Mussey's  port- 
folio grew  6.4%  on  average.  Mean- 
while, Japan's  economy  grew  just 
4.5%  and  that  of  the  U.S.  fell  slightly. 
He  thinks  the  tigers  can  keep  out- 
growing the  rest  of  the  world  for  the 
next  20  years. 

Mussey  spends  two  months  a  year 
in  Asia  in  search  of  firms  with  low  debt 
and  earnings  growth  of  at  least  20%  a 
year.  About  half  his  fund  is  in  banks, 
utilities  and  real  estate  companies, 
which  should  benefit  as  the  non-  Japa- 
nese Far  East  keeps  industrializing. 

High  growth  does  bring  high  risk. 
The  Gulf  war  knocked  the  fund  down 
by  15%  in  1990;  all  the  tigers  but 
Indonesia  and  Malaysia  are  voracious 
consumers  of  imported  oil.  Last 
month  the  Hang  Seng  index  in  Hong 
Kong — where  Mussey  has  nearly  50% 
of  the  fund's  assets — fell  6%.  The  mar- 
ket was  spooked  by  squabbling  over 
democratic  reforms  and  China's  threat 
to  restrict  Hong  Kong  government 
contracts.  Mussey  is  unfazed:  "It's  an 
opportunity  to  accumulate  more  com- 
panies whose  earnings  will  continue  to 
grow  despite  the  rhetoric." 

Take  Swire  Pacific,  parent  of  Hong 
Kong's  Cathay  Pacific  Airways,  in 
which  mainland  firms  (many  govern- 
ment-owned) recently  bought  a 
17.5%  stake.  Mussey  thinks  real  estate 
development  in  China  will  boost 
earnings  at  Swire  Pacific  20%  annually 
over  the  next  several  years. 

Other  Hong  Kong  companies  are 
mainland  plays,  too.  "Hong  Kong  & 
China  Gas  is  my  favorite  company," 
says  Mussey.  Earnings  have  grown  at 
28%  a  year  over  the  last  15  years,  with 
never  a  down  year.  He  expects  growth 
to  remain  around  20%  a  year  as  the 
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Janus  faces  east 

Thomas  Bailey,  55,  has 
seen  plenty  of  booms  and 
busts  since  he  cofounded 
Janus  Capital  Corp.  in 
1969.  And  his  flagship, 
the  $5.4  billion  Janus 
Fund,  has  returned  17%  a 
year  over  the  ten  years 
through  October,  com- 
pared with  the  market's 
16.3%,  while  earning  an  A 
rating  from  Forbes  in  both 
up  and  down  markets.  So 
when  Bailey  says  that  China 
may  represent  the  great- 
est investing  opportunity  in 
the  world  over  the  next 
decade,  it's  worth  listening 
to  him. 

U.S.  investors  and  ex- 
porters have  been  seduced 
in  the  past  by  the  profit 
potential  in  the  most  popu- 
lous consumer  market  in 
the  world.  What's  different 
this  time  is  that  there 
seems  to  be  a  wedge  of  capi- 
talism opening  up  that 
potential.  "They  need  ev- 
erything there,  except 
people,"  Bailey  marvels. 

Along  with  two  ana- 
lysts at  Janus  who  are  fluent 
in  Mandarin,  Bailey 
drove  and  flew  thousands 
of  miles  through  China 
over  several  days  in  Octo- 
ber and  November.  "I 
traveled  on  a  60 -mile 
stretch  of  road  that  was 


ared  bv  oi 


being  repaired  by  one 
mechanized  grader  and 
hundreds  of  guys  with  picks 
and  shovels,"  he  recalls. 
"Ten  years  from  now,  it's 
just  not  going  to  be  like 
that." 

Bailey  was  also  struck 
by  the  frequent  sight  of  a 
man  walking  down  the 
road  clutching  a  chicken  by 
the  neck.  "Chicken  is  still 
something  of  a  luxury  in 
China  and  costs  roughly 
as  much  as  beef,"  he  says. 
"When  they  want  to  eat 
chicken,  they  have  to  send 
somebody  specially  for  it. 
Eventually  poultry  farms 
will  have  to  replace  that." 
When  Bailey  learned  that 
the  average  Chinese  still 
eats  only  a  few  pounds  of 
chicken  per  year — versus 
44  pounds  per  capita  in  the 
U.S. — he  decided  to  load 
up  on  C. P.  Pokphand  Co. 
(Forbes,  Apr.  13). 

Based  in  Hong  Kong 
but  controlled  from  Bang- 
kok, Thailand,  by  its 
founder,  Dhanin  Cheara- 
vanont,  Pokphand  is  al- 
ready the  biggest  seller  of 
chicken  in  China — and, 
better  yet,  it  also  makes 
motorcycles. 

"Pokphand  trades  at 
ten  times  prospective  earn- 
ings," says  Bailey,  "but 
we  think  it  can  grow  25%  to 


Janus'  Thomas  Bailey 
Counting  Chinese  chickens. 


30%  a  year,  with  most  of 
that  earnings  kick  coming 
from  China." 

Bailey  has  13%  of  the 
SI 79  million  Janus  World- 
wide Fund  in  Hong  Kong 
companies  that  are  invad- 
ing the  mainland,  includ- 
ing Pokphand,  Hongkong 
Telecommunications 
Ltd.  and  China  Light  & 
Power  Co. 

What  are  the  risks? 
"The  bad  news  is  that  Chi- 
na is  already  being  discov- 
ered by  other  investors,"  he 
adds — not  least  of  them, 
the  locals.  "In  Shanghai, 
even  on  weekends,  you 


can  drive  past  the  broke 
age  offices  and  see 
swarms  of  guys  standing 
around  outside  waving 
pieces  of  paper  like  it's  a| 
racetrack  or  something, 
was  told  they're  illegallyl 
selling  the  subscription 
rights  that  Chinese  citiz»j 
get  to  buy  shares."  Thai! 
one  reason  Bailey  is  buy  DIM 
into  China  exclusively 
through  companies  whc 
shares  are  currently         l-  ^ 
traded  elsewhere.  jv;:: 

Warns  Bailey,  "There  pi  :i 
will  be  sharp  gyrations  t .. ,., 
people  won't  even  fore- 
see.  It  is  not  inconceival      * 
that  China  could  do  a     ^ 
military  takeover  of  the  Jmgjj 
Sprady  Islands  or  get  in  ^ 
a  real  territorial  blowup 
over  the  new  Hong  Ko 
airport.  Or  Hong  Kong 
estate  could  crash  if  the  \\::?s. 
mainland  government  di^-v 
something  disturbing. 
But  I  would  treat  those 
events  as  opportunities 
get  in,  not  as  panic  sign 
to  get  out."  ffind 

Is  there  any  hope  off  v 
litical  reform?  Maybe  it*jjifM 
doesn't  matter.  "It  will 
be  a  long  time  before  y< 
change  political  system' 
over  there,  but  economi 
ly  it's  already  as  capitalii 
tic  as  Reaganomics," 
Bailey  says.  -J.Z 


company  expands  in  Hong  Kong's 
New  Territories.  Giordano,  Hong 
Kong's  version  of  the  Gap,  recendy 
got  a  license  to  build  stores  in  China. 
Mussey  figures  the  Chinese,  with 
$200  billion  in  savings,  have  lots  of 
pent-up  buying  power;  he  expects 
Giordano  (1991  revenues,  $150  mil- 
lion) to  grow  fast  on  the  mainland. 

So  far  Mussey  has  stayed  clear  of  the 
new  Chinese  stock  exchanges  in 
Shanghai  and  Shenzhen,  despite  their 
explosive  potential.  "It's  the  new 
Wild  West  there,"  he  says.  "There 
aren't  any  accounting  standards  or 
securities  laws." 
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Mussey's  single  largest  holding  is 
Bangkok- based  Thai  Farmers  Bank 
(assets,  $12  billion),  which  specializes 
in  commercial  lending,  mortgages 
and  trade  finance.  The  stock  recently 
traded  at  $32,  or  12  times  1992  earn- 
ings. (For  more  on  Thailand,  see  story 
on  p.  149.)  He  also  likes  Malaysia, 
where  he  has  17%  of  the  fund's  assets. 
Genting  Berhad,  which  owns  a  gam- 
bling resort  and  casino  outside  Kuala 
Lumpur,  is  Mussey's  third-largest 
holding.  Genting  has  $500  million 
($1.10  per  share)  in  cash;  it  will  soon 
finish  a  new  hotel,  doubling  its  casino 
capacity.  The  stock  recently  traded  in 


Kuala  Lumpur  at  $5.72,  or  20  ti 
last  year's  earnings. 

In  these  relatively  illiquid  mart 
Mussey  sticks  mostly  to  large-cap     S 
ization  stocks.  The  average  ma«^ 
value  of  the  top  20  companies  uf^,-'.- 
fund  is  $5.2  billion.  Newport  Tig' 
a  bit  expensive,  with  an  expense  r 
of  1.83%,  but  that  is  down  sha^ 
from  3.30%  as  assets  have  grown 
$4  million  in  1989  to  $98  mil 
today.  Investors  can  alleviate  the 
load  by  buying  from  discount  bn 
Jack  White  &  Co. ,  or  through  a  fit  ■ 
cial  planner  who  is  hooked  up  ' 
Charles  Schwab  &  Co. 


Forbes  ■  December  21,  '< 
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EXPERTS 

(HEN  IT  COMES  TO  NO-LOAD  OVERSEAS  INVESTING,  NOBODY  OFFERS  MORE 
■HAN  T.  ROWE  PRICE. 

)verseas  investing  can  increase  returns  while  diversifying  portfolios.  T.  Rowe  Price,  a 
bioneer  in  foreign  investing,  helps  you  take 


[.dvantage  of  these  benefits.  We  offer  eight 
10-load  international  funds,  including  the 

iternational  Stock  Fund,  which  ranks 
[mong  the  best  performing  foreign  stock 

inds  based  on  its  long-term  performance.  * 

cperience  and  expertise.  More  than 

decade  ago,  we  teamed  with  Britain's 
mtury-old  Robert  Fleming  Holdings,  Ltd., 

b  form  Rowe  Price-Fleming,  adviser  to  our 

International  funds.  As  one  of  America's 
rgest  managers  of  no-load  international 

|iutual  fund  assets,  with  access  to  on-site 
isearch  analysts  worldwide,  Rowe  Price- 
leming  has  the  extensive  resources  needed 

|)  find  investments  with  strong  long-term 
)tential. 

for  a  free  report.  Our  international 
^vesting  report  discusses  factors  you  should 
msider  when  investing  overseas,  including 

rrency  fluctuations  and  other  special  risks. 

along  with  the  prospectus,  can  help  you 
loose  the  fundjs]  best  suited  to  meet  your 
Ivestment  goals.  $2,500  minimum  per  fund 
[1,000  for  IRAs).  No  sales  charges. 


EIGHT  NO-LOAD  OPPORTUNITIES 


Objective: 


Fund: 


Investment  Focus: 


Growth 


International 
Stock 


Large  companies 
outside  the  U.S. 


European 
Stock 


Both  large  and  small 
European  companies 


Japan 


Established  Japanese 
companies  of  any  size 


Aggressive 
Growth 


International 
Discovery 


Small,  fast-growing 
foreign  companies 


New  Asia 


Large  and  small 
companies  in  Asia  and 
the  Pacific  Basin, 
outside  Japan 


Income 


tie*1 


Short-Term 

Global 

Income 


High-quahty  foreign 
and  U.S.  short-term 
bonds  and  money 
market  instruments 


Global 

Government 

Bond 


High-quality  foreign 
and  U.S.  Government 
bonds 


Aggressive 
Income 


International 
Bond 


High-quality  foreign 
corporate  and 
government  bonds 


\|  Global  Bond 


Kv* 


Invest 


ing 


5&  •<* 


Call  24  hours  for  a  free  report 
about  international  investing 

1-800-541-6138 


v.^ 


Invest  With  Confidence 

TRoweFtice 


IUMB016844 


ig  to  Lipper  Analytical  Services  Inc.,  which  ranked  the  International  Stock  Fund  #2  of  9,  #5  of  35,  and  #28  of  78  international  equity  funds 
)-,  5-,  and  1-year  periods  ended  9/30/92.  Past  performance  cannot  guarantee  future  results.  Investment  return  and  principal  value  will  vary, 
R  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Request  a  prospectus  with  more  complete  information,  including 
bent  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
Price  Investment  Services,  Inc.,  Distributor,  100  E.  Pratt  St.,  Baltimore,  MD  21202. 


THE  FUNDS 


Small  business  investment  companies  are  illiquid 
closed-end  funds  that  invest  in  even  less  liquid  firms. 
But  when  they  pay  off,  they  sometimes  pay  off  big. 

Little  acorns 
with  federal 
fertilizer 


Small  business  investment 
companies  use  loans  from 
the  U.S.  Small  Business  Ad- 
ministration to  invest  in 
portfolios  of  fast- growing 
little  firms.  Apple  Comput- 
er, Compaq  Computer, 
Costco  Wholesale,  Symbol 
Technologies,  Cray  Research,  Federal 
Express,  Intel  and  Staples  are  some  of 
the  growth  companies  that  were  partly 
financed  in  their  adolescence  by  sbics, 
according  to  Peter  McNeish,  president 
of  the  National  Association  of  Small 
Business  Investment  Companies. 

But  the  number  of  sbics  that  trade 
as  closed-end  funds  or  subsidiaries  of 
closed -ends  has  dwindled  from  at 
least  20  a  decade  ago  to  maybe  8 
today.  The  most  liquid — pmc  Capital 
and  Allied  Capital — trade  a  daily  aver- 
age of  fewer  than  35,000  shares  be- 
tween them. 

What  ails  the  sbics?  Until  recendy, 
the  very  regulations  to  which  they  owe 
their  existence  were  killing  them. 
Those  sbics  registered  as  investment 
companies  must  file  semiannual  re- 
ports with  the  sec.  Meanwhile,  the 


Small  Business  Administra- 
tion, which  provides  long- 
term  debt  financing  (recent- 
ly costing  under  8%),  suffo- 
cates SBICS  with  capricious 
rules.  Donald  Ross,  presi- 
dent of  Rand  Capital  Corp. 
in  Buffalo,  recalls  being  told 
by  an  sba  inspector  that  Rand's  sba 
license  was  hanging  on  the  wrong  wall. 
"Between  the  SBA  and  the  SEC,  we 
never  could  get  a  straight  answer  on 
whether  we  could  issue  convertible 
debentures,"  complains  Eugene 
Landy,  president  of  Monmouth  Capi- 
tal in  Eatontown,  N.J.  "It's  hard  to 
run  a  small  company  subject  to  the 
same  regulations  as  big  companies, 
especially  when  it's  regulated  by  two 
agencies  at  once."  So  his  little  firm 
(assets,  $4.7  million)  is  surrendering 
its  SBA  license — and  even  that,  he 
notes  wryly,  is  taking  two  years  to  do. 
But  the  Small  Business  Equity  En- 
hancement Act,  signed  by  President 
Bush  in  September,  has  the  industry 
excited  for  the  first  time  in  a  long 
while.  Among  other  provisions,  the 
law  allows  sbics  to  sell  preferred  stock, 


Little  giants 

Fund                      NAV 

Recent 

5-yr  total 

No.  of  portfolio 

price 

return1 

companies 

Allied  Capital           6.59 

13% 

14.8%3 

229 

Bando  McGlocklin    6.242 

12V4 

38.7 

138 

Capital  Southwest   30.60 

32V2 

16.7 

33 

Jupiter  National      27.78 

23 

NA 

34 

PMC  Capital             5.20 

11% 

11.8 

575 

Rand  Capital            6  01 

6% 

NA 

18 

'As  of  Sept.  30, 1992. 2As  of  Oct.  14, 1992. 3Penod  ended  Dec.  31, 

1991. 

NA:  Not  available. 

These  are  the 
most  liquid  closed- 
ends  with  SBIC 
operations.  Their 
premiums  to 
NAV  are  high,  but 
so  are  returns. 


li 


giving  them  greater  financial  flexit  0 
ty  than  the  old  fixed -rate  debentu  wp 
did,  and  it  raises  the  maximum  fed<  & 
funding  for  each  sbic  from  $35  n  IfllCd 
lion  to  $90  million.  "The  new  p 
ferred  option  could  give  a  real  rea 
to  finance  new  deals,"  says  Chief] 
ecutive   David  Gladstone  of  All 
Capital  Corp.  in  Washington,  D.C 

Using  federal  financing  that  t> 
cally  can't  exceed  three  times  tl 
private  capital,  sbics  buy  debt,  eqi 
or  some  of  each  in  small  companT 
Small  has  usually  been  defined  as  f 
ing  under  $6  million  in  net  worth  I 
under  $2  million  in  average  net  I 
come  for  the  last  two  years. 

sbics  often  invest  in  companies^ 
obscure  that  most  portfolio  manaj 
would  giggle  at  them.  But  the  %\ 
can  be  dead  serious.  Consider  Cap 
Southwest  Corp.,  whose  SBIC  sub: 
iary  holds  44%  of  Alamo  Group,  a 
Antonio-based  maker  of  mow 
equipment  for  highway  medians.  1 


torical  cost,  $575,000.  Recent  va 
an  estimated  $26  million.  un 

Or  take  Rand  Capital's  $90, 
equity  investment  in  Buffalo-bal «  Celi 
Niagara    Technology    Laboratornstnkv 
which  makes  a  security  device  (miminic 
uses  sound  waves  to  read  fingerpri  ing.  In, 
"The  big  guys  wouldn't  even  loo  the  lone 
it,"  says  Rand's  Donald  Ross.  Niantothe 
ra's  revenues  so  far?  Zero.  "But  me  th: 
small  enough  to  be  able  to  get  in  than 
says  Ross,  "and  I  like  companies  I  fou1 
see  out  my  office  window."  Jt.v 

As  closed-ends,  sbics  can  ! 
these  illiquid  investments  almost 
definitely.  Capital  Southwest 
bought  its  Alamo  shares  in  197 
has  owned  a  little  chunk  of  Whitn 
Manufacturing,  a  maker  of  supen 
ket  floor  wax,  since  1979.  Cost, 5 
million.  Recent  value,  $7.2  millk 

Of  course,  sbics  are  not  risk-' 
Transportation  Capital  Corp.  of ! 
York  sank  from  $4.50  a  share  in  1 
to  $1.25  in  fiscal  1991  after  itscl 
man  resigned  over  charges  that  he 
taken  $359,000  in  improper  fees 

But  the  best  of  these  midgets 
pay  off  big.  Over  the  last  12  \ 
Bando  McGlocklin  has  returned 
a  year  in  payouts  and  share  appr 
tion  to  its  shareholders.  Allied  Ca 
has  returned  35%  through  the  las 
years.  These  twoSBK  :s  recently  ti 
at  nearly  double  their  estimate 
asset  values.  -].7- 
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^communications  company  bonds  face  wrenching 
mge  in  credit  quality  as  the  industry  undergoes 
[inical  revolution.  What  to  buy— and  what  to  avoid. 

hone  hazards 


Derman  is  a  columnist 
magazine. 


MONTH'S  announcement  by 
l  that  it  plans  to  buy  33%  of 
Cellular  Communications 
istrated  how  dramatically  the 
lmunications  business  is 
lg.  The  $3.8  billion  deal  will 
le  long  distance  carrier  to  get 
lto  the  local  phone  business — 
le  through  the  cellular  route 
than  land  lines  controlled  by 
tional  operating  companies, 
jit  does  this  mean?  Meager  divi- 
[ncreases  on  telephone  stocks 
\ry,  p.  196)  and  uncertainty  for 
)lders.  Marion  Boucher,  a 
lalyst  at  Donaldson,  Lufkin  & 
|e,  figures  that  in  the  next  two 
years  some  of  today's  AAA- 
(L-rated  regional  Bell  companies 
fcome  A-quality,  leaving  no 
ited  companies,  while  some  of 
[g  line  and  cellular  companies 
below  investment  grade  will 
)ther  direction, 
recent  regulatory  decisions 
a  big  impact  on  how  individ- 
lpanies  do.  The  fcc  recently 
more  local  telephone  compe- 
k  allocating  more  radio  fre- 
[s  for  pocket  cejlular  phones, 
way  the  local  phone  compa- 
re the  use  of  their  networks  to 
-lie  long  distance  calls  will  soon 
■X^iged:  The  "access"  charges 
lys  will  be  shaved  about  1% 


while  MCI  and  Sprint  will  each  have 
about  a  1%  increase.  The  bottom  line: 
somewhat  lower  access  charge  reve- 
nues for  the  local  utilities. 

In  the  long  run,  it's  not  regulation 
but  technology  that  is  a  threat  to 
regional  Bells  and  their  access 
charges,  at&t,  mci  and  Sprint  will 
find  ways  to  end-run  the  local  utility  if 
they  don't  get  price  breaks. 

Another  development  is  that  sever- 
al of  the  regionals  have  considered 
spinning  off  their  regulated  phone 
companies  to  focus  on  growth  areas 
like  cable  and  cellular.  Depending  on 
the  terms  of  the  splitup  and  whether 
their  claims  are  now  on  the  regulated 
subsidiary  or  the  holding  company 
parent,  a  divestiture  could  help  or 
hurt  bondholders. 

Pacific  Telesis  Group  has  cable 
rights  in  Chicago  and  joint  agree- 
ments with  many  companies  in  the 
cable  and  cellular  fields.  This  parent 
company  has  $6.4  billion  of  debt 
outstandiag,  rated  A-1/A-plus.  Its 
regulated  Pacific  Bell  unit  has  nearly 
$5  billion  of  bonds,  now  rated  AA-/ 
Aa3.  What  happens  if  Pacific  Telesis 
splits  in  two?  Boucher  predicts  Pacific 
Telesis,  the  nontelephone  company, 
will  be  downgraded  to  A,  and  may 
end  up  rated  BBB.  The  phone  compa- 
ny would  maintain  its  rating  but  per- 
haps suffer  with  more  competition. 

Ameritech  is  another  case.  The  par- 
ent is  still  rated  AA-plus/Aa2,  while 
the  operating  companies  in  Indiana, 
Illinois,  Ohio,  Michigan  and  Wiscon- 
sin are  AAA/Aaa.  Recent  expansion 
outside  local  telephone  operations  in- 
clude acquisition  of  a  St.  Louis  cellu- 
lar company,  a  New  Zealand  phone 
company  and  part  of  a  cellular  system 
in  Poland.  Nevertheless,  downgrad- 
ing of  the  company's  senior  debt  from 
AAA  to  the  current  AA+  may  be  only 
the  start  of  deterioration  due  to  lever- 
aging and  necessary  capital  spending. 


Similarly,  BellSouth  should  fall 
from  AAA  quality  as  the  cost  of  serv- 
ing its  area  moves  higher.  Yielding 
only  70  basis  points  over  Treasurys  of 
like  maturity,  it's  no  bargain. 

Hold  off  buying  U  S  West,  which 
carries  a  rating  of  A2/A+.  The  debt 
has  already  been  downgraded  consid- 
erably, so  there's  little  further  to  fear. 
But  the  U  S  West  87/ss  of  2031,  non- 
callable  for  nine  years,  trade  to  yield 
only  85  basis  points  more  than  Trea- 
surys. This  spread  could  widen  to 
more  like  100  basis  points,  depressing 
the  bond's  price.  Buy  later. 

New  York  Telephone,  another 
downgraded  company,  rated  A, 
serves  a  tough  competitive  area  that 
makes  it  unattractive  even  though  its 
debt,  such  as  the  93/ss  of  2031,  non- 
callable  for  nine  years,  trades  at  a 
spread  of  1 10  basis  points. 

Timothy  Cain,  vice  president  of 
Fitch  Investors  Service,  has  put  AT&T 
on  his  credit  watch  list  for  potential 
downgrade  until  financing  arrange- 
ments for  the  McCaw  position  pur- 
chase and  subsequent  investment 
needs  are  evaluated.  But  over  the  long 
run,  AT&T  will  benefit  from  its  stake  in 
the  rapidly  growing  wireless  market. 
McCaw,  Cain  says,  will  easily  benefit 
from  association  with  AT&T  in  both 
research  and  marketing. 

Les  Levi,  vice  president  for  high- 
yield  research  at  Merrill  Lynch,  pro- 
jects an  increase  in  McCaw  debt  quali- 
ty from  CCC+  to  a  strong  BB  by  late 
1993.  He  says  the  12.95s  due  1999 
are  likely  to  be  redeemed  in  mid- 1993 
at  the  call  price  of  104.56.  A  buy.  You 
get  an  8.8%  or  so  return  on  a  short- 
term  investment  if  the  bond  is  called 
next  year  as  expected.  If  it  isn't  called, 
you  get  1 1 .4%  on  a  bond  heading  up 
toward  investment  grade  quality. 

MCI  and  Sprint,  rated  BBB  and 
BBB-,  are  worth  investing  in  only  for 
potential  benefits  from  wireless  com- 
munication far  in  the  future. 

Comcast  Corp.  bonds,  rated  B,  are 
a  play  in  the  cable  business  with  cellu- 
lar undertones.  At  a  recent  price  of 
103.25  for  the  105/ss  of  2012,  issued 
earlier  this  year,  Comcast  bonds  are 
yielding  about  265  basis  points  over 
Treasurys.  The  yield  is  low  for  an 
average  B-rated  bond.  Comcast  oper- 
ates cellular  service  in  Philadelphia 
and  New  Jersey.  A  good  business  but 
a  worrisome  balance  sheet.  WM 
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It's  important  to  know  why  an  indicator  works  before 
betting  that  it  will  continue  to  work. 

The  January 
Effect  revisited 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


Tis  the  season  to  write  about  the 
January  Effect — the  tendency  of  all 
stocks,  but  especially  the  small-caps, 
to  perform  well  during  the  last  trading 
days  of  the  year  and  the  first  weeks  of 
the  new  year.  Fellow  columnist  Ger- 
ald Perritt  argued  in  the  last  issue 
(Dec.  7)  that,  while  no  one  knows 
what  causes  this  seasonal  pattern,  all 
we  really  need  to  know  is  that  it  works. 
I  disagree. 

I  believe  it  is  important  to  solve  the 
mystery  of  what  causes  the  January 
Effect.  Otherwise,  why  should  intelli- 
gent investors  bet  money  that  it  will 
continue  to  work?  Thousands  of  fi- 
nance professors  and  graduate  stu- 
dents mine  their  computer  databases 
in  search  of  this  sort  of  pattern.  The 
risk  of  finding  fool's  gold — a  spurious 
correlation — is  high. 

The  standard  explanation  is  that 
the  January  Effect  is  caused  by  year- 
end  tax -related  transactions.  I  don't 
buy  that.  There's  a  flaw  in  thinking 
that  tax-loss  selling  alone  depresses 
the  market  in  December  and,  once 
lifted,  leads  stocks  to  rebound  in  Jan- 
uary: Turn-of-year  strength  exists 
even  in  countries  that  have  no  capital 
gains  tax,  as  well  as  in  countries  whose 
taxable  years  end  other  than  on  Dec. 

338 


31 — countries  in  which  year-end  tax- 
loss  selling  thus  is  not  a  factor. 

Fortunately  there's  a  better  expla- 
nation. The  theory  that  makes  the 
most  sense  to  me  is  propounded  by, 
among  others,  University  of  Illinois 
Professor  Josef  Lakonishok.  He  re- 
lates the  January  Effect  to  the  ways 
in  which  institutional  money  manag- 
ers are  compensated.  According  to 
Lakonishok,  managers  try  to  make 
their  portfolios  look  more  and  more 
like  the  S&P  500  as  the  year  progresses, 
thus  selling  small -cap  stocks  as  the 
year  draws  to  a  close.  Managers  who 
at  midyear  are  ahead  of  the  s&P  500, 
for  example,  know  that  they  will  re- 
ceive a  good  bonus  as  long  as  they  can 
hold  on  through  the  end  of  the  year. 
So  they  will  reorient  their  portfolios 
to  mimic  the  S&P  500,  locking  in  their 
above -market  gains.  The  same  goes 
for  money  managers  who  are  behind 
the  S&P  500,  since  their  incentive  to 
take  risks  is  outweighed  as  the  year 
progresses  by  the  incentive  to  avoid 
ending  the  year  at  the  bottom. 

As  the  new  year  begins,  however, 
the  situation  changes  dramatically. 
The  money  managers'  compensation 
slate  has  been  wiped  clean,  and  their 
incentive  to  take  risks  is  at  the  highest 
level  it  will  be  at  any  point  in  the  year. 
This  risk-taking,  says  Lakonishok,  will 
lead  them  into  small-cap  stocks. 

Lakonishok's  theory  also  explains 
why  the  January  Effect  is  unlikely  to 
disappear,  even  as  it  becomes  more 
popular  among  individuals.  Institu- 
tional money  managers  are  far  more 
dominant  than  individual  investors  in 
moving  the  stock  market,  and  this  is 
especially  so  in  the  small-cap  arena.  In 
fact,  the  combined  market  value  of 
the  20%  of  companies  with  the  small- 
est market  capitalizations — where  the 
January  Effect  is  the  strongest — is  just 
1 .5%  of  the  total  of  all  publicly  traded 
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stocks.  It  would  take  many  individ 
investors  acting  in  concert  even 
begin  to  counteract  the  effects 
institutional    investors    in    this 
sector  of  the  market. 

How  can  you  exploit  the 
persistence  of  the  January  Effect 
you  want  to  do  nothing  more 
play  the  seasonal  bias  around  the 
of  the  year,  you  should  use  mut 
funds  that  have  no  loads  or  redei 
tion  fees.  Currendy  there  are 
small -cap  funds  that  satisfy  these 
requisites  and  also  are  highly  rec 
mended   by  the   investment  le 
tracked  by  the  Hulbert  Financial 
gest  performance  monitoring  se 
The  two  funds  are  Founders  Disc 
ery  and  T.  Rowe  Price  Discovery, 

If  you  are  planning  to  stay  in 
market  for  a  longer  holding  peri 
try  to  enter  the  market  in  mid 
cember  rather  than  wait  until 
likelier  higher  prices  in  January, 
addition  to  the  mutual  funds  aire 
mentioned,  there  are  several  hig 
recommended  ones  that  also 
redemption  fees  (making  them  in 
propriate  for  short-term  trad 
Kaufmann  (which  carries  a  0.2% 
demption  fee),  Pennsylvania  Muf 
(which  charges  a  1%  redemption  ; 
for  shares  redeemed  within  one  i ' 
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of  purchase)  and  Fidelity's  L 
Priced  Stock  (which  levies  a  1 
redemption  fee  for  all  positions  \ 
less  than  90  days) 


ivici 


If  you  are  interested  in  indr... 
stocks  as  part  of  a  longer-term  im 
ment  program,  here  are  several 
are  in  the  bottom  quintile  of  ma 
capitalization  and  are  recommen 
by  three  of  the  investment  lei 
tracked  by  the  hfd:  Cognitronics 
cent  price  15,  Amex,  which  mam 
tures  voice  processing  equipmc 
Data  I/O  (5,  o-t-c,  computer  >.* 
gramming  systems  and  equipmc 
Kysor   Industrial    (18,    refrigera 
equipment  for  commercial  trucki 
In  addition,  one  low-cap  stock 
rently  is  recommended  by  fourol' 
newsletters    tracked     by    the 
Waterhouse    Investor  Services 
Amex,  a  discount  broker). 

During  the  last  50  Januarys, 
smallest-cap  stocks  have  risen  ar 
tounding  7.5%  on  average.  Sin« 
makes  sense  that  the  January  E 
will  continue  to  exist,  it's  worth 
ting  on  it. 
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i  Consumer  Price  Index  is  overstating  the 
ption  rate.  That's  very  bullish  for 
rest  rates  and  the  stock  market. 

Damn  lies 


Fisher  is  a  Woodside,  Calif.-based 
lanager.  He  has  written  two  books:  The 
\eet  Waltz  and  Super  Stocks. 


Treasurys  are  yielding  7.5% 

lays.  Do  they  tempt  you?  If  not, 

bbably  because  you  think  infla- 

I  3%-plus  and  at  risk  of  going  a 

l^her.  And  if  that's  what  you 

jet  a  copy  of  Darrel  Huff's  How 

nth  Statistics. 

it  does  Huff's  classic,  first  pub- 

in  1954,  have  to  do  with  Trea- 

mds?  At  first  blush,  nothing. 

ioesn't  even  mention  bonds. 

what  he  does,  in  142  small 

id  simple  words,  is  show  the 

[s  behind  official-looking  statis- 

juff  will  help  you  fathom  how 

icial  government  statistics  on 

idexes  are  drastically  overstat- 

lation.    Officially,    consumer 

ire  3.2%  ahead  of  where  they 

^ear  ago.  I  can't  tell  you  exactly 

ituch  that  3.2%  is  overstating 

but  I  knowit  is. 

great  extent  the  surveyors  in 

reau  of  Labor  Statistics  who 

the  Consumer  Price  Index 

I  published  figures,  such  as  list 

rather  than  actual  transactions. 

re  smart  enough  to  know  car 

[can   do   better  than   sticker 

[But  they  don*t  know  how 

>etter,  so  they  estimate.  But 

stimates  have  gotten  screwy, 

of    the    abnormally    large 

of  discounting — particularly 

icket  items. 


Nobody  pays  retail  any  more.  Dis- 
counting, including  under-the-table 
discounting,  is  more  common  than  it 
was  a  few  years  ago.  Do  the  bureau- 
crats at  bls  have  a  handle  on  this?  I 
don't  think  it  is  possible. 

Another  reason  for  the  exaggera- 
tion involves  what  the  economists  call 
substitution.  If  the  price  of  one  type 
of  meat  stays  high  while  others  fall, 
consumers  shift  to  the  cheaper  meats. 
If  movie  tickets  are  steep,  viewers  shift 
to  video  rentals.  But  the  statisticians 
compare  prices  for  the  same  cut  of 
beef  one  year  to  that  cut's  price  the 
next,  even  though  consumers  might 
be  buying  more  of  a  cheaper  cut. 
Likewise  with  movie  tickets  and  many 
other  items.  They  only  "rebalance  the 
product  mix"  once  per  decade.  As  a 
result,  the  surveyors  miss  the  central 
fact  that  protein  is  getting  cheaper 
and  filmed  entertainment  is  getting 
much,  much  cheaper. 

Statisticians,  moreover,  are  slow  to 
pick  up  the  cost-reducing  benefits  of 
new  products.  Think  of  just  a  few 
from  the  1980s:  light  beer,  cnn, 
mountain  bikes,  voice  mail,  ATMs, 
baking  soda  toothpaste.  Each  is  a 
price-to-benefit  improvement  over 
what  it  replaced;  otherwise,  the  new 
product  wouldn't  have  succeeded. 
Since  1989  new  products  have  been 
introduced  at  a  furious  pace.  Tied  to 
optimism  late  in  the  last  business  cy- 
cle's expansion,  corporations  went  on 
a  frenzy  of  new-product  development 
that  came  to  market  in  the  post- 1989 
recession.  But  their  impact  won't 
show  in  indexes  for  years  to  come. 

Again,  you  can't  tell  exactly  how 
much  less  inflation  is  running  than  the 
indexes  show,  but  it's  a  lot.  Actual 
inflation  may  well  be  zero  right  now. 

For  investors  this  means  many 
things,  all  of  them  bullish.  First,  it 
means  real  (inflation-adjusted)  inter- 
est rates  are  higher  than  they  appear, 
and  have  further  to  fall  than  is  com- 


monly presumed.  At  zero  inflation,  a 
7.5%  long  bond  rate  is  too  high  and 
should  fall — bullish. 

Zero  inflation  means  the  economic 
recovery  is  stronger  than  presumed 
because  it  is  calculated  by  subtracting 
inflation  from  gross  numbers.  It 
means  monetary  policy  is  a  bit  looser 
than  it  appears,  which  is  bullish,  al- 
though it  is  clearly  still  too  tight.  Zero 
inflation  means  that  Americans  are 
slightly  richer  than  they  think,  which 
is  bullish  for  consumer  spending. 

As  I  have  said  for  more  than  a  year, 
consumers  and  voters  are  grumpy  and 
fixated  on  negative  news.  But  inves- 
tors shouldn't  be.  This  is  a  time  to 
own  cheap  common  stocks  of  good 
firms  that  will  prosper  as  the  economy 
continues  in  an  expansion  that  will  be 
stronger  than  commonly  expected. 
Here  are  three  I  like  now. 

Nash  Finch's  (17,  o-t-c)  stock  has 
been  flat  since  1986.  This  food 
wholesaler  is,  I  think,  pretty  safe.  The 
firm  grows  slowly  and  surely  and 
makes  steady  profit  margins.  It  has 
little  debt  relative  to  earnings  before 
depreciation,  interest  and  taxes.  Yet  it 
sells  at  book  value  and  10  times  this 
year's  likely  earnings,  and  has  a  3.6% 
dividend  yield.  Its  p/e  has  often  been 
above  15,  and  I  think  will  be  again. 

Oneida  (12)  suffers  from  fears  of 
consumer  weakness.  But  this  leading 
tableware  firm  has  an  enduring  brand 
name.  I  expect  profit  margins  to  rise 
slowly  from  2%  to  3% — or  a  bit  higher. 
It,  too,  sells  at  book  value  and  at  1986 
prices,  with  a  P/E  of  10  and  a  4% 
dividend  yield.  Oneida's  current  price 
is  just  25%  of  annual  revenues;  its 
operating  income  is  big  enough  to 
repay  all  debt  in  three  years.  By  1994 
it  should  earn  about  $2  a  share. 

Over  the  years,  House  of  Fabrics 
(13)  has  bounced  between  70%  of 
book  value  and  200%  of  book.  It's  at 
90%  now.  It  has  bounced  between 
20%  and  100%  of  annual  revenue.  It's 
at  30%  now.  Fabric  stores  are  vulnera- 
ble to  the  economy  and  social  trends. 
Lately,  as  apparel  firms  slashed  prices, 
women  often  opted  to  buy  remain- 
dered items  instead  of  making 
clothes.  But  this  comes  and  goes. 
Barney  Sofro  is  a  skilled  and  experi- 
enced chief  executive.  The  firm  has  no 
debt.  The  price  is  11  times  depressed 
profits.  Expect  to  see  the  stock  back  in 
the  20s  by  1995.  Hi 
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FOREIGN  EXCHANGE 


MONEY  &  INVESTMENTS 


If  you  have  the  wherewithal,  you  need  not  stick 
to  exchange-traded  currency  contracts.  There  is  a 
market  with  no  restrictions  and  no  regulations. 

Currency  basics, 
continued 


BY  ANDREW  J.  KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  exchange  investment  management 

and  hedging/advisory  firm 

based  in  Englewood  Cliffs,  N.J. 

He  is  author  of  The  Money  Bazaar. 


During  the  past  few  weeks,  the  yen 
has  begun  its  advance  versus  the 
deutsche  mark,  having  rallied  from 
80  yen/mark  to  77.  This  trend  has  a 
good  chance  to  continue  for  several 
months,  so  I  would  not  yet  recom- 
mend taking  profits  on  the  mark/ 
yen  puts  I  advised  you  to  buy 
(Forbes,  Nov.  23). 

In  the  mark/yen  strategy,  as  well  as 
all  other  strategies  recommended  to 
date,  I  have  suggested  that  you  use 
the  Philadelphia  Stock  Exchange  op- 
tions for  implementing  your  trades. 
For  market  participants  of  sufficient 
size,  however,  the  over-the-counter 
options  market  provides  a  very  attrac- 
tive alternative.  Nearly  all  the  players 
in  this  market  are  institutions,  since 
the  minimum  size  of  each  transaction 
is  in  the  $5  million  range. 

The  o-t-c  currency  market  is  truly 
international.  Large  banks  the  world 
over,  as  well  as  many  of  the  larger 
brokerage  houses  in  New  York  City, 
are  active  market  makers.  And  the 
market  is  enormous,  with  daily  turn- 
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over  in  currency  options  approaching 
$100  billion.  The  o-t-c  market  also 
provides  the  wonderful  flexibility  of 
24 -hour  liquidity,  five  days  a  week — 
from  8  a.m.  Monday  to  5  p.m.  on 
Friday.  It  is  also  an  unregulated  mar- 
ket, which  means  that  there  are  no 
position  limits  and  no  credit  guaran- 
tees. Any  option  contract  you  buy  is 
only  as  solid  as  the  institution  you  buy 
it  from.  As  befits  a  competitive  mar- 
ketplace, bid/ask  spreads  are  tight, 
generally  no  wider  than  the  spreads 
on  an  exchange,  and  there  are  no 
commissions. 

There  are  no  standardized  o-t-c 
option  contracts.  Options  can  be 
transacted  at  any  strike,  for  any  date 
and  for  any  size  (there  are  frequently 
multibillion-dollar  trades).  There  is 
also  no  "tick"  concept,  as  the  premi- 
um for  each  option  is  usually  quoted 
either  in  "cents"  or  "percent"  of  the 
underlying  amount.  In  light  of  the 
nonstandardization  of  the  terms  of 
these  option  contracts,  it  is  imperative 
that  all  terms,  including  the  total  pre- 
mium for  each  trade,  be  reconfirmed 
after  each  transaction. 

If  you  are  a  major  trader  and  want 
to  open  an  account,  call  your  repre- 
sentative at  the  bank  or  brokerage 
where  you  do  business,  or  call  the 
foreign  exchange  department  at  your 
chosen  institution  and  ask  to  speak 
with  someone  on  the  sales  desk.  Then 
you  will  have  to  deposit  margin  in  the 
form  of  Treasury  bills,  or  arrange  for 
some  other  form  of  credit. 

When  asking  for  an  option  price  in 
the  o-t-c  market,  the  client  must  spec- 
ify the  following  items  to  the  counter- 
party: the  currency  pair,  whether  the 
option  is  a  put  or  call,  the  option's 
maturity   date,    the    option's    strike 
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price,  whether  the  option  is  Europe 
or  American  style  (see  my  Dec 
column),  the  option  size,  and  how 
price  should  be  expressed.  Don't  f( 
get  that,  for  any  given  currency  p; 
the  option  can  be  understood  as 
ther  a  put  or  a  call.  With  a  mark/dol 
option,  for  example,  a  put  on 
mark  is  the  same  as  a  call  on  the  doll; 

Here's  an  example.  Suppose  t 
client    asks    for    a    Europeans 
1.6500  deutsche  mark  put/U.S.  d 
lar  call  for  maturity  Mar.  31, 1993 
1 5  million  marks  priced  in  percent 
the  dollar  amount.  Let's  assume 
bank  comes  back  with  a  price  of  2. 
to  2.7%.  This  means  the  client  can 
the  option  for  2.7%  of  the  U.S.  do 
amount,  or  sell  the  option  for  2.6% 
the  U.S.  dollar  amount. 

When  the  client  tells  the  bank 
would  like  to  buy  the  option  at  2. 
he  will  have  to  pay  $245,454,  whic 
1 5  million  marks  divided  by  1 .65  ( 
strike  price)  times  2.7%. 

A  client  can  also  ask  for  an  opti 
priced  in  cents  per  foreign  curren  " 
For  example,  the  price  of  a  Europe;  |^-Erc 
style  1.5500  British  pound  call/L  ^  !(1 
dollar  put  for  maturity  June  1 ,  19  rdcten< 
on£10  million  might  be  3.60  cent!  [^  , 
3.75  cents.  Buying  this  option   i 
3.75  cents  would  cost  $375,000  (wm 
million  times  3.75  cents  per  pounXtt00(, 

The  advantages  to  the  o-t-c  mart,  n.n 
are  the  greater  flexibility  in  terms  j  ^m.^ 
the   absence   of  commissions.  '.  e  ^ 
main  advantage  to  trading  currei  ^m 
options  on  an  exchange  is  that  j  ^ 
are  surrounded  by  other  buyers  i  mi[y 
sellers,  so  the  price  quoted  to  you  i 
close  to  a  fair  price  at  that  time 
possible.  Trade  privately  with  a  ba  ^ 
however,  and  you  have  no  such  ass 
ance,  so  you  have  to  know  what  a 
price   is   before   placing   the  on 
Over-the-counter  market  makers  j 
aggressively  skew  their  option  pr 
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to  reflect  their  own  market  views 
positions,  which  at  different  ti: 
can  work  to  the  customer's  ad\ 
tage  or  disadvantage. 

My  advice  to  big  players:  ( I 
several  accounts,  allowing  you 
trade  on  both  exchanges  ( Phila 
phia  and  IMM)  and  on  several  a 
trading  desks.  This  way,  you  cans, 
around  prior  to  trading  and  U 
yourself  of  a  fair  market  price.  Wh« 
comes  to  currency  trading,  yoiM 
never  have  too  many  options 
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STOCK  TRENDS 


MONEY  &  INVESTMENTS 


bre  are  five  stocks  that  look 
bmising  for  the  modest  recovery 
[a  re  likely  to  get  this  year. 


hicken  cyclicals 


R.S.  SALOMON  JR. 


alomon  Jr.  is  chairman  and  chief  executive 
mon  Brothers  Asset 
;ement  Inc.  and  portfolio  manager  of 
■nn  Brothers  Capital  Fund  Inc. 
ch  assistant:  Caroline  Davenport. 


economic  expansion  likely, 

le  to  consider  a  move  out  of 

defensive  stock  market  groups. 

the  expansion  is  a  moderate 

/hich  I  think  likely,  you  would 

:11  not  to  load  up  on  companies 

re  too  heavily  dependent  on  an 

(•n  in  the  economy.  Save  the  trac- 

id  machine  goods  companies  for 

ler   day   and   consider   playing 

jn  instead. 

|  hicken  cyclical  is  a  company  that 
row  at  12%  to  15%  on  a  normal- 
basis.    For    these    companies, 
lalized"  smooths  out  swings  in 
lgs  that  can  range  from  modest 
lies  to  increases  of  about  20%  or 
depending  on  the  business  and 
fonomic  cycle.  Chicken  cyclicals 
:11  when  the  economy  grows 
stly.  Pure  or  ".hard-core"  cycli- 
\y  contrast,  need  a  boom, 
ly  view,  there  are  at  least  three 
i  in  place  that  will  keep  the  reins 
>nomic  growth. 

|t,  restructuring  in  the  service 
has  created  a  chronic  employ  - 
[ problem  there.  This  is  most 
e  in  commercial  banking. 
I,  the  size  of  the  budget  defi- 
limit  President-elect  Clin- 
ibility  to  implement  stimula- 
scal  policy  measures.  Finally, 


reduced  short-term  interest  rates 
will  not  provide  as  much  of  a  boost 
to  the  economy  as  one  might  expect: 
Lower  short  rates  help  some,  but 
they  hurt  others.  Long  rates,  mean- 
while, remain  high  in  real,  inflation- 
adjusted  terms. 

A  moderate  recovery  does  not  set 
the  stage  for  strong  profit  growth  for 
companies  in  basic  industries.  Many 
heavily  cyclical  companies  face  anoth- 
er uncertainty  as  the  new  Administra- 
tion gears  up  for  office.  Clinton  and 
Gore  made  the  environment  a  promi- 
nent issue  in  their  campaign.  Tougher 
regulations  could  affect  companies  in 
paper,  chemicals,  refining  and  other 
basic  industries. 

The  chicken  cyclicals  that  I  find 
most  attractive  are  all  exposed  to  con- 
sumer spending  in  one  form  or  anoth- 
er. Five  firms  that  look  especially  at- 
tractive at  current  price  levels  are 
Black  &  Decker  (20),  Duty  Free  Inter- 
national (30),  National  Presto  Indus- 
tries'(54),  Newell  Co.  (43)  and  Stop  &■ 
Shop  Cos.  {17). 

The  bulk  of  Black  &  Decker's 
business — 69%  of  last  year's  reve- 
nues, to  be  precise — is  accounted  for 
by  such  household  products  as  pow- 
er tools,  hardware  and  appliances. 
The  balance  of  the  business  is  divided 
about  equally  between  information 
systems  and  commercial  and  indus- 
trial products.  Recently,  earnings 
have  been  somewhat  disappointing, 
but  the  outlook  for  the  core  business 
is  very  promising  in  a  moderate  re- 
covery. We  anticipate  that  Black  & 
Decker  will  earn  about  85  cents  per 
share  this  year,  only  a  marginal  in- 
crease from  81  cents  reported  in 
1991.  In  1993  profits  could  advance 
to  $1.25  per  share. 

Duty  Free  International  operates 
94  stores  around  the  world.  Profits — 
and  the  company's  stock  price — suf- 
fered from  a  sharp  drop  in  business  at 
the  Canadian  border  this  year.  With 


the  recent  acquisition  of  stores  along 
the  Mexican  border,  Duty  Free  has 
diversified  its  business  to  a  somewhat 
greater  extent:  Canada's  share  of  the 
company's  sales  will  drop  from  50%  to 
36%.  The  company  has  no  debt,  and 
profit  margins  are  expanding.  Earn- 
ings per  share  could  advance  to  about 
$1 .35  in  the  fiscal  year  ending  January 
1993,  up  from  $1.19  in  fiscal  1992. 
Results  next  year  could  come  in  at 
$1.60  to  $1.65. 

National  Presto  produces  small 
electrical  appliances  and  housewares. 
Wal-Mart  and  Kmart  accounted  for 
44%  of  sales  in  1991.  Earnings  have 
been  depressed  by  certain  inventory 
problems,  but  I  expect  demand  for 
the  company's  products  to  pick  up 
with  the  economy.  National  Presto 
has  a  huge  cash  hoard  ($27  a  share), 
an  insignificant  amount  of  debt,  and 
earns  a  healthy  17%  return  on  equity. 
Per-share  profits  are  likely  to  be  down 
to  $4.80  this  year,  from  $4.98  in 
1991.  In  1993  results  could  rebound 
to  $5.10  per  share. 

As  a  result  of  recent  transactions, 
Newell  has  increased  its  consumer 
segments  and  deemphasized  its  in- 
dustrial goods  businesses.  Hardware, 
housewares  and  office  products  last 
year  accounted  for  82%  of  profits,  and 
industrial  products  accounted  for  the 
balance.  With  the  acquisition  of  Stu- 
art Hall  (a  school  and  office  supply 
company)  and  Intercraft  (a  picture 
frame  maker)  and  the  divestiture  of 
Anchor  Hocking's  caps  and  closures 
operation,  the  industrial  side  of  the 
business  will  shrink  to  about  5%  of  the 
total.  Profits  could  come  in  at  $2  per 
share  this  year,  compared  with  $1.81 
in  1991 .  In  1993  results  are  estimated 
at  about  $2.25. 

Stop  &  Shop  is  the  leading  super- 
market chain  in  New  England,  and 
the  company  enjoys  a  dominant  posi- 
tion in  its  major  markets.  As  consum- 
er spending  on  food  picks  up,  profit 
growth  will  benefit  from  operating 
leverage  created  by  the  firm's  modern 
store  base  and  its  sizable  investments 
in  technology.  Stop  &  Shop  also  con- 
tinues to  open  new  stores  at  an  im- 
pressive pace:  More  than  30  stores 
will  be  opened  over  the  next  three 
years.  This  year  earnings  could  be  flat 
with  last  year's  results  of  $1  per  share. 
In  1993  profits  will  advance  to  an 
estimated  $1.30  to  $1.35.  M 
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IS  THE  MARKET 
"TOO  HIGH"? 


Is  the  stock  market  now 
headed  for  sizable  gains, 
or  for  another  "free  fall"? 

Before  you  make  any  de- 
cisions to  unload  stocks,  or 
to  buy  more,  or  to  stand 
pal,  I  urge  you  to  check  at 
once  the  current  status  of 

maqtin  7UiPin    my  key  market  indicators 
winmiiwwtib       wnjcri  |'Ve  spent  more 

than  30  years  developing. 

These  are  the  indicators  that  enabled  The 

Zweig  Forecast  to  show  a  50.4%  gain  for  the 

"crasn  year"  of  1987,  with  a  9%  portfolio  gain  on 

Black  Monday  itself. . .and  that  made  possible 

the  Forecast's  huge  608.7%  gains— with  nor 

even  one  down  year— over  the  12  years 

(through  6/92)  since  Hulbert  began  monitoring 

advisory  services.  (Past  results  are  no  guaran- 


tee of  future  performance.) 

Let  me  rush  you,  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  ex- 
actly what  my  key  indica- 
tors are  saying  now.  Plus 
the  unlisted  number  of  my 
telephone  hotline  which 
updates  my  indicator  read- 
ings at  least  three  times  a 
week.  Plus  a  gift  copy  of  my 
book,  "Winning  on  Wall 
Street"  ($20  retail).  Act  to- 
day. Pro  rata  money-back 
guarantee,  of  course. 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9060 

THE  ZWEIG  FORECAST 

PO.  Box  2900,  Wantagh,  NY  11793-0926 


EXTRA  BONUS 


VOICE  MAIL 


FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  385  $55 


j  the' 


An  introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you  t 

2000-page  Investors  Reference  Library— Value  Line's  most  recent  Ratings  and  Rep 

1700  stocks  and  the  practical  guide  How  to  Invest  in  Common  Stocks.  You  will  also  re 

analyses  of  about  130  stocks  each  week  for  10  weeks  forces  $55.  Available  only  once  t 

years  to  any  household.  SPECIAL  BONUS:  J.K.  LASSER'S  YOUR  INCOME  TAX  1 

(Retail  price  $14.00).  With  your  subscription  you  will  receive  absolutely  free  J.K.  Lasse 

Income  Tax  1993  (528  pages)  with  •  hundreds  of  money-saving  tips  for  reducing  your  t 

complete  instructions  for  preparing  your  tax  return  •  year-round  financial  planning  advicK 

hour  telephone  helpline  •  free  tax  update  supplement  with  forms  for  filing  and  late-breakl  I 

law  changes.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may   * 

be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 

name,  address  and  zip  code  together  with  this  ad  or 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  21 6H21 )  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  for  delivery. 

NY  residents  add  sales  tax.  Foreign  rates  upon  request. 


The  Value  Line  Investment  Survey41 

711  3rd  Avenue 

NY.  NY  10017-4064 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SER\ 


■BLAST 

Vmip  MrssMir  Thnnl 


-vV 


VOICE  MAIL 
^V TELEMARKETING 
VCALL  PROCESSING 


Transfoim  your  PC/XT/AT/386  into  a  multi-line  voice  pro- 
cessing command  center.  Intelligently  process  yoor 
sales,  inquires,  and  messages.  Complete  package 

MUltiLine  (Voce  Solution)  $995 

SINGLE  LINE  IBiqrnOuth)  $295 

IDcveloper/OfM  packages  available) 

VISA  — NIC— AMEX— COD 
FOR  SALES  OB  INFORMATION 

Call:  1-800-947-4884 

CALL  (510I  522-3800  •  FAX   (6101  522-5556 

TALKING  TECHNOLOGY,  INC.  *= 

)125  ATLANTIC  Ml  .AlAMfOA  CA  94501     /// 


CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to; 

Free  Business  Catalog 

U.S.  (iovernment  Printing  Office 

Office  of  Marketing— Stop  SM 

Washington,  DC  20401 


BEARISH? 


WE  FIND  COMPANIES  THAT 
HAVE  POOR  BALANCE  SHEETS, 
QUESTIONABLE  ACCOUNTS. 
FINANCIAL  IRREGULARITIES 
AND  WE  SELL  THEM  SHORT 
FOR  OUR  CLIENTS. 

FOR  A  DETAILED  DESCRIP- 
TION OF  OUR  INVESTMENT 
STRATEGY.  OVERALL  PER- 
FORMANCE AND  MANAGED 
ACCOUNT  INFORMATION,  CALL 

1-415-853-0817 

Stockbridge  Partner's  Inc. 
425  Sherman  Avenue 

Suite  220 
Palo  Alto,  CA  94306 

Stockbridge  Partners  is  an  affiliate 

of  the  Feshbach  Brothers. 

MEMBERS  NASD  SIPC 


BUSINESS  OPPORTUNITIES 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  investment  into  that  profitable  lull  ol  part 
time  business  you  have  always  dreamed  about! 

An  excellent  home  operated  business!  Books  sell  last  in  stores' 
At  lairs1  Parties!  Malls!  Or  mail  order . . .  anywhere  there  are 
people.  High  earnings  possible  making  and  selling  our  exciting 
line  ol  personalized  books  (lor  children  &  grown-ups). 
Personalized  audio  tapes  and  stationery  available  also. 

,,'••!-  -s.    CALL  TODAY!  (21 4)  248-91 00 

Jfc  D1K  ENTERPRISES,  INC. 

■A  My  V*ry  Own  Booki 

^lr     .         3?16  Command!*  0<  1101.  Depl  41,  CarroHlon  TX  ?5006 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Maautacturing  to  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


$99 


plus 
state  fees 


Call  toll-free  today:  (800)  877-4224 
CORPORATE  AGENTS.  INC. 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  4  Shalt  Corporatlona. 
Vdawcirv    Call/Write  tor  FMi  KIT: 

!<&visrrv        p  ° Box  4a4"FB 
|L  W" -»    Wilmington,  OE  19899 

M    hki  800-321-CORP- 302-652-6532 


MBA  Degree! 

through  home  study  in  Mil 
Management,  Human  Re- 
Hearth  Care  Administration  , 
national  Business.  Sav 
effort  and  money  for  AA. 
MBA  Get  the  facts  ana 
yourself  Call  (800)  4" 
Southern  California  Univerc 
Fashion  Lane-#F,  Tustin  C 


COLLEGE  DEGffESM 

BACHELORS  •  MASTERS  •  001  JKClCi 
For  Wort,  LHS M  ^lr| 
Eiporitnco '  No 

1-800-423     '  »  ' 

fax  (310)  4 ;:, 

"iwFnMEnl*'. 

Pacific  Western  Unh"J|n  rpcry, 

600  N  Stpolvtda  Blvd .  Dtpl  185  los  Ano*l    c°f^ 

peaud 


FREE  V1DI 


EXTERNAL  DEQF 

BA/BS  MS/MBA  PhC 
|  Credit  tor  work./lite  exp.  •  A< 
(800)  955-8879  (24  h 

LaSalle  Univer: 


_     Rife, 

FbrbesiCapitalistTb^ 


FORBES  MARKET 


ART  AND  ANTIQUES 


WINE  CELLARS 


£XACT  ON-CANVAS  REPLICAS 
of  Masterpiece  paintings  in 
museum-quality,  solid  wood  frames. 
The  Nation's  largest  collection  in- 
cludes Impressionists,  Nauticals, 
Westerns  and  more.  Request  a  free 
color  brochure.  Or,  order  our  92- 
page,  art  book  Catalogue.  $6  (refundable. 
1-800-2-CANVAS,  ext.  499 


'So  real  your  friends  will  think  you 
looted  the  Louvre!" 


—       .THE  MASTERS'  COLLECTION 
Drawer  D-499  Somersville,  CT  06072 


WINE  CELLARS  by 

28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAbE  in  u  s  a 

FACTORY  DIRECT  TO  YOU  v,sadTscov7ramx 


DESCRIPTION       APPRX  CAPACITY 


Upright 
Upright 
Credenza 
Compact 
Two  Doors 
Fur  Vault 
His  and  Hers 


400 
600 
280 
114 
230 
8  to  10  Furs 
300  bottles  4/5  Furs 


SUGG 
RETAIL 

S2495 
2995 
2695 
1395 
1795 
2995 
3995 


Designers'  non  wood  model  60  bottle  glass  door  899 


YOUR 

COST 

$1695 

1995 

1795 

995 

1195 

1995 

2995 

659 


Vlnotemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  Box  6 1 6 1 E)  ♦  Los  Angeles,  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  BE  UNDERSOLD  *CALL  US  FIRST 


IRBES  BINDERS 


EXECUTIVE  GIFTS 


PRESENTATION  EQUIPMENT 


CASE 


JR  COPIES  OF  FORBES 

In-made  cases 
lirotect  your 
les  from  dam- 
lid  about  half  a 
Made  from  re 
i  covered  with 
Material  in 

l-stamped 
frrs  have 
I  mechanism 
i  rods.  BjNDER 

3-S21.95  6-S39.95 
[95  3-S27.95  6-S52.95 
I  Jesse  Jones  Industries,  Depl  FB. 
| Ave..  Phila.,  PA  19134.  Enclose 
)  P.O.  Box)  &  payment  Add  $1  per 
■  ide  USA  $2  50  per  unit  (U.S.  funds 
'his  add  6%  sales  tax.  Credit  card 
)-825-6690(mm.  $15).  Please  allow 
belivery  Satisfaction  Guaranteed. 


ES  MARKET/ 
■ASSIFIED 

>otlight  your 
ilty  product  or 
to  an  affluent 
[n  responsive 
tive  audience: 

|e,  call  or 
inda  loren 
es  market/ 
lssified 

:ifth  Ave., 
NY  10011 

620-2440 
■2472  (FAX) 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  22"  models  ore  hand- 
crofted  from  solid  mohogony  with 
hand  painted  markings  and  details 

•  Over  160  models'  in  stock 

•  Priced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


pacific 


WOMB'S  liAMNC  MAKES 

of  nut 

AHOSCUUTUKS 

14255  No*  79*  Sired 
$coHKMeA»poi«  85260 
(602)9911841   --_    » 


EDUCATION  &  TRAVEL 


CAMBRIDGE  UNIVERSITY  ENGLAND 


Summer  Programmes 
Teens  15-18  July  18-Aug.  7 
Adults  July  31 -Aug.  7 
at  Queens'  College 
800-922-3552  or  312-787-7477 


MISCELLANEOUS  FOR  SALE 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 
-  Any  quantity!  - 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 

800  +  626-8352  or  FAX  502  +  338-9605 


SHARING 


IS  CARING 


The  most  advanced  pen  sized 

Laser  Pointer  Incredible  Low  Price 

INFINITER 


$72 

Q  HUNK 


Silver  Only 

se.oo 

S&H 


Don't  Lose  Their  Attention!  „,. 

■  .       ,  i  ,  i  ,  55  Oak  Court.  Danville.  CA  94526 

Bright  red  laser  dot  lets  your  audience  focus  on  Tel  510.820.1763  Fax  510.82o-8738 
your  topic  and  lets  you  direct  the  presentation. 
Ideal  for  seminars,  classrooms  and  all  presentations. 


CALL  800-854-6686 


EXECUTIVE  GIFTS 


JHL  Behold 

.^    THF.TII.IFYH/ 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 
won't  shrink  and  lasts. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing. 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff")  Refund?  Anytime. 

HUcy  Endurames  1-800-338-2797 

3525  Seneca  St.,  West  Seneca,  NY  14224 

niiiiiiiinn.mmiJIM 
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GRAND  CHOCOLATE 

PIZZA  TM 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  Gift-Wrapped  Delivery  Available. 
Call  For  FREE  BROCHURE. 

(800)475-R.S.V.P. 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•Forward-tilt 

feature 
•Adjustable 

neck  rest 
•Built-in  adjustable 

lumbar  support 

To  fit  individuals  from  5'2"  up  to  6'6" 


BackSaver  (;l"  1-800-251-2225 

I;i\  ii  hrv  I  -Sim- iii  'It'll') 

S3  leffrev  Ave.  FME.  Ilolliston.  MA  H174d 


TICKETS 


Global  Ticket  Service 

Concerts.  Sports.  Theatre-Nationwide 


Superbowl-lndy-Derby-  Masters-Final  4- 
NBA-NFL-  Phantom,  Miss  Saigon-Daytona- 
Big  East,  All  Bowl  Games-College  Football 
Tour  Packages  and  Air  Tickets  Available- 
Amex-Buy-Sell-Since  1971  •  Visa 
Call  800-753-2871 /Fax:  609-795-4939 


EDITED  BY  THOMAS  JAFFE 


Big  Bertha's  big  bucks 

Callaway  Golf  Co.,  the  Carlsbad, 
Calif.-based  maker  of  golf  clubs  and 
equipment,  was  as  big  a  hit  in  the  new 
issues  market  as  its  popular  Big  Bertha 
drivers  are  in  the  pro  shop.  When 
Callaway  offered  2.6  million  shares  to 
the  public  in  February  at  $20  a  share, 
the  NYSE-listed  stock  was  so  in  de- 
mand that  it  shot  to  36  its  first  day  of 
trading.  (There  are  8.7  million  fully 
diluted  shares.)  When  IPOs  hooked 
into  the  rough  this  summer,  so  did 
Callaway,  dropping  to  17%  in  late 
June.  But  since  then  the  stock  has 
again  been  a  star  performer. 

On  Oct.  29  General  Electric  Pen- 
sion Trust,  a  venture  capital  investor 
in  Callaway,  sold  1 .8  million  shares  in 
a  secondary  offering  at  nearly  $27  a 
share  and  has  since  sold  another 
259,000  shares  at  roughly  the  same 
price.  GE  was  early.  Lately  the  stock 
has  reached  36V4,  a  new  high. 

What  is  driving  $125  million  (esti- 
mated 1992  sales)  Callaway?  Big  Ber- 
tha, the  driver  currendy  all  the  rage 
among  golfers.  Indeed,  Callaway  is 
increasing  its  manufacturing  capacity 
because  demand  is  so  great.  But  the 
$2-billion-plus  worldwide  golf  equip- 
ment market  is  notoriously  faddish. 
While  Big  Bertha  should  help 
Callaway  reach  sales  of  $150  million 
or  more  next  year,  the  challenge  for 
the  company  will  be  to  come  up  with  a 
new  and  even  more  popular  driver. 

Analyst  Steven  DeLuca  of  Irvine, 
Calif.-based  Cruttenden  &  Co.,  who 
recommended  Callaway  in  Septem- 


Pola raid's  new 
instant  camera 
Earnings  are  oi 
of  focus  thanki 
a  stronger  doll: 


Callaway  Golf's  hot-selling  driver 
Fore!  But  what  about  an  encore? 


ber  in  the  low  20s,  remains  bullish. 
But  with  the  stock  recently  trading  at 
18  times  the  $2.06  a  share  he  expects 
the  company  to  earn  this  year,  and  at 
14.5  times  his  $2.50  earnings  esti- 
mate for  1993,  DeLuca  is  advising 
clients  not  to  chase  the  stock  above 
current  levels. 

Insiders  own  about  54%;  the  Fideli- 
ty funds  group  owns  nearly  10%. 

The  greenback  picture 

This  summer  Forbes  reported  how 
$2.2  billion  (estimated  1992  sales) 
Polaroid  Corp.  is  still  trying  to  refocus 
itself  three  years  after  having  dodged  a 
takeover  by  Roy  Disney's  Shamrock 
Holdings  (Sept.  14).  Since  then,  the 
Cambridge,  Mass. -based  company 
has  announced  it  is  realigning  itself 
into  three  business  units  and  institut- 
ing a  cost-cutting  early  retirement 
program  effective  the  first  quarter  of 
1993.  Alas,  analyst  Ty  Govatos  of 
Donaldson,  Lufkin  &  Jenrette  says 
neither  move  will  have  a  noticeable 
impact  on  earnings. 

Polaroid's  hopes  are  riding  on  two 
new  products:  the  Helios  laser  medi- 
cal imaging  system  and  a  small,  light- 
weight instant  camera,  code- named 
Joshua.  But  so  far  investors  aren't 
convinced.  Polaroid  stock — recent 
NYSE  price  of  32 lA — has  barely 
budged  since  September. 

There  may  be  some  bad  news 
ahead.  Nearly  half  of  Polaroid's  sales 
are  overseas.  When  the  dollar  is  weak, 
as  it  was  in  the  second  quarter,  this  can 
give  earnings  a  real  pick-me-up.  But 
the  greenback  has  since  strengthened 
markedly.  -And  that,  says  Govatos, 
may  hurt  Polaroid  in  the  current  quar- 
ter. In  the  past,  he  notes,  severe  cur- 
rency swings  have  affected  Polaroid's 
quarterly  earnings  by  as  much  as  25 
cents  a  share.  (Govatos'  current  per- 
share  earnings  estimates:  $2.30  and 
$2.75  for  this  year  and  next.) 

Last  year  Polaroid's  fourth-quarter 


L 


earnings  were  very  strong,  at  $1 
share.  This  year's  fourth  qu 
wasn't  expected  to  come  anywl 
near  that;  per-share  estimates  \ 
ranged  from  80  cents  to  $1.  If  e 
ings  prove  even  more  disappoint 
the  stock  could  be  hit. 


Grossed  signals? 

What's  going  ON  at  Andrew 
the  $442  million  (sales)  make 
communications  equipment?  In  c 
November  Edward  Andrew,  58  a 
40-year  veteran  of  the  firm  his  fa 
founded,  abruptly  quit  as  chain- 
In  February  he  and  his  wife,  al 
director,  will  depart  the  board. 

Says  one  source  close  to  the  Or 
Park,  111. -based  company:  "Eddicl 
not  voluntarily  leave."  The  bu 
that  he  was  ousted  by  Chief  Execij 
Floyd  English,  who  has  run  the 
pany  since  1982.  Neither  Englisl 
the  Andrew  family  will  com  men 

Andrew  Corp.'s  stock  reflect 
strains  inside  the  company.  J 
April  it  has  nearly  doubled,  to  a  n. 
43  on  the  o-t-c.  That  makes  the 
drew  family's  28%  stake  worth  at 
$100  million. 

Why  the  runup?  In  part,  b 
the  company  recently  finished 
back  15%  of  its  shares.  Also,  can 
for  the  fiscal  year  ended  Sept 
1992  were  stronger  than  expect 
$2.61  a  share. 

Andrew  is  a  leading  global  su] 
of  coaxial  cable  to  the  cellular  i 
try.  Cellular  has  been  gro\virt| 
wildfire  in  recent  years,  but  eve 
company  acknowledges  it  is  bo 
slow.  As  that  happens,  look 
drew  to  focus  on  producing  in 
ncct  devices  for  personal  com] 
(currently  less  than  1 5%  of  sales 

Analyst  George  Podrasky  ol  D 
Phelps  expects  Andrew  to  earn  1 
a  share,  up  26%,  in  the  current 
year.  At  13  times  his  estimate,  he 
the  stock  a  buy.   -Marc  i a  BER! 
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YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


tion  in  your  own  private  paradise.  As  tropical, 
■int,  as  secluded  as  any  undiscovered  island. 

a  Forbes  Magazine  South  Pacific  Property  - 
■rfect  island  resort. 

our  spectacular  sun-drenched  beaches  in  all 
^eluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving -and 
snorkeling.   Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
|  who  want  the  ultimate  vacation  experience  - 
amenities  without  the  formalities.  Go  deep 
ing  on  board  the  island's  private  fishing  boat.  If 

our  master  chef  will  prepare  your  catch  for 
ling  pleasure.  Dive  in  azure  waters,  world 
id  for  the  beauty  and  abundance  of  their 
fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 


'/ergw 


Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  6  LA2 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1-800-FORBES-5. 
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Nehru  Jackets. 

Hip  Huggers.  Bean  Bag  Chairs.  Strollers. 

Tricycles.  Bicycles.  Skateboards.  UFOs.  Disco, 

Needlepoint  Pillows.  New  Age  Music. 

Shin  Splints. 

Your  love  flourished  through  it  all. 


'■■"'  III 
WKXt 


The  25th  Anniversary  Diamond. 
A  brilliant  celebration  of  the  loving  marriage, 


;.,::<&■  ■v-'iss 


This  necklace  features  a  diamond  center  stone  of  2  carats.  25th  Anniversary  Diamond  Jewelry 
is  available  through  these  fine  jewelers  or  call  Mayers  Jewelry  Company  at  1-800-624-5448,  A  diamond  t 

tunoff      •       Cy  Frederics       •       Masseys       •       Mark  Nil 


Fortunojf 


FLASHBACKS 


EDITED  BY  DERO  A.  SAUNDERS 


(nore  things  change. . ." 
ago  in  Forbes 

Ithe  issue  of  Dec.  23, 1922) 


|ird  partner  James  Couzens  felt 
Ion  the  flow  of  riches. 


?ord  when  I  was  43  because  I 

td  of  making  so  much  money. 

|me  a  burden.  It  was  almost 

>us,  distasteful.  I  had  no  par- 

lse  for  so  many  millions.  So  I 

from  under  this  avalanche  of 

-and    I'm    heartily    glad    I 
> 

-Ford  partner  James  Couzens 

is  juncture  I  don't  want  to 

|  in  any  forecast.  Why?  Because 

re  so  many  crosscurrents  at 

|id  so  many  important  uncer- 

lead  that  I  find  it  impossible 

any  definite  conclusion  as  to 

lgs  are  likely  to  go  during  the 

I  months." 

-B.C.  Forbes 

ago 

^e  issue  of  Dec.  15, 1932) 
normal  conditions,  profits 
are  the  paramount  consider- 
msiness.  Under  present  con- 
>rofits  must  not  be  sought  at 
of  patriotism*  Big  Business 
It  take  drastic  v-steps  to  effect 
Tour  whole  social  structure  be 
|  endangered   [as  when  the 
:el  Corp.  is  closing  a  long- 
ed plant  in  one  community 
le  operations  can  be  con- 
^ore  economically  in  another 

ity." 

writing  the  lowest-priced 
|  model  of  any  automobile  on 
ican  market  lists  at  $410.  In 

same  model  listed  at  $385, 


and  the  year  before  the  price  was 
$350.  In  other  words,  transportation 
could  be  bought  for  less  when  in- 
comes were  more,  though  admittedly 
not  of  the  same  quality.  This  disparity 
between  prices  and  income  becomes 
more  patent  every  day  as  consumers 
successfully  resist  the  lure  of 
finer  cars." 

50  years  ago 

(From  the  issue  of  Dec.  15, 1942) 
"The  moment  the  war  is  over,  Amer- 
ica will  launch  into  the  'Air  Age.' 
Simple,  low- cost  private  planes  will  go 
on  the  market  and  find  millions  of 
buyers;  airliners,  cargo  and  glider 
trains  will  handle  a  gigantic  business 
in  both  passenger  and  freight  traffic." 


Postwar  dreams 
from  World  War  II: 
Flying  salesman 
drops  in  on 
prospective 
customer. 


"Would  you  buy  furniture  polish  at  a 
gas  station?  Do  you  expect  your  next 
car — after  the  war,  of  course — to  be 
air-conditioned  and  have  a  front- 
wheel  drive?  If  your  favorite  brand  of 
cigarettes  appeared  in  a  black-and- 
white  package,  would  you  stick  to  it? 
Questions  like  these — hundreds  of 
them — are  being  put  to  the  public 
every  day  by  companies  preparing 
now  for  the  battle  of  business  that 
peace  will  bring." 


25 


years  ago 


(From  the  issue  of  Dec  15, 1967) 
"When  an  industry  was  hot  in  the 
past,  fundmen  frequendy  tried  to  cap- 
italize on  the  fact  by  starting  an  indus- 
try fund.  The  results  were  funds  spe- 
cializing in  tobacco,  TV,  chemicals, 
utilities  and  insurance,  to  name  only  a 
few.  Yet  despite  the  emergence  of 
computer  stocks  as  this  year's  mutual 
fund  favorite,  no  one  has  started  a 
computer  fund." 

"Nothing  will  make  me  swerve  in 
my  opposition  to  a  tax  increase  with- 
out at  least  matching  cuts  in  spend- 


ing. Nothing.  I  won't  even  consider 
voting  for  a  tax  increase  until  I  see 
what  they're  going  to  cut  from  the 
budget.  And  I  don't  just  mean  for 
1968.  I  want  to  know  what  they're 
going  to  cut  for  fiscal  1969,  too." 

-Congressman  Wilbur  Mills 

10  years  ago 

(From  the  issue  of  Dec  20, 1982) 
"How  long  can  Saudi  Arabia  sustain 
the  $34-a-barrel  base  price  it  wants 
opec  to  observe?  The  test  will  come 
next  spring,  and  without  substantial 
world  economic  recovery,  the  pres- 
sures of  an  oil  glut  and  discounted 
prices  could  prove  too  much  and 
force  the  Saudis  to  lower  their  price, 
according  to  William  Quandt,  the 
Brookings  Institution's  expert  on 
Saudi  Arabia." 

"Why  is  Don  Klink  smiling?  Because 
'demand  for  our  $400  million  public 
offering  was  so  strong,'  beams  Klink, 
senior  vice  president  for  mortgage 
securities  at  Washington,  D.C. -based 
Federal  National  Mortgage  Associa- 
tion, 'we  will  certainly  be  bringing  out 
another  public  issue  soon.'  " 

"  'Anything  as  revolutionary  as  the 
computer  is  bound  to  take  a  long  time 
before  we  understand  its  implica- 
tions,' says  Herbert  A.  Simon,  who  has 
thought  about  the  computer  and  its 
implications  since  the  early  Fifties  and 
who,  in  1978,  won  a  Nobel  Prize  for 
his  work  on  decision  making.  'When 
the  auto  was  invented  ...  we  thought 
its  main  purpose  was  to  pull  wagons. 
Now  we  know  its  biggest  impact  has 
been  to  create  suburbia.'  "  M 


Nobel  laureate  Herbert  A.  Simon:  What 
is  the  computer  doing  to  us? 


)ecember21,  1992 
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It  ticks  me  no  end  when 
people  get  ticked  off  at 
those  of  us  who  comment 
audibly  and  in  print  on 
events  and  problems.  That's 
what  we're  paid  for. 

Why  clutter  up  your  mind 
with  a  bunch  of  facts  that 
might  inhibit  the  solve- 
ability  of  us  who  must 
express  an  opinion  ?  After 
all,  all  the  world  cries 
out  for  a  solution  to  its 
problems,  and  we  supply 
them  right  and  left.  .  .  . 
Come  to  think  of  it,  it's 
we  who  should  be  giving  our 
deplorers  and  detractors 
the  blast,  because  99%  of 
the  time  they  don't  do 
as  we  say. 


-Malcolm  Forbes 


A  Text... 

For  what  shall  it  profit 
a  man,  if  he  shall  gain 
the  whole  world,  and 
lose  his  own  soul? 

-Mark  8:36 


Sent  in  by  Margaret  Opland, 
Seattle,  Wash.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Work  is  of  two  kinds: 
first,  altering  the  position 
of  matter  at  or  near  the 
earth's  surface  relative  to 
other  matter;  second, 
telling  other  people  to 
do  so.  The  first  is  un- 
pleasant and  ill-paid; 
the  second  is  pleasant 
and  highly  paid. 
-Bertrand  Russell 

I  do  not  like  work  even 
when  someone  else  does  it. 
-Mark  Twain 

He  that  will  not  work 
according  to  his  faculty, 
let  him  perish  according 
to  his  necessity:  There 
is  no  law  juster  than  that. 
-Thomas  Carlyle 

There  is  an  old  saying, 
"The  harder  you  try  the 
luckier  you  get."  I  kind 
of  like  that  definition 
of  luck. 
-Gerald  Ford 
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I  tell  you,  sir,  the  only 
safeguard  of  order  and 
discipline  in  the  modern 
world  is  a  standardized 
worker  with  interchangeable 
parts.  That  would  solve  the 
entire  problem  of  management. 
-Jean  Gtraudoux 

No  fine  work  can  be  done 
without  concentration  and 
self-sacrifice  and  toil 
and  doubt. 
-Max  Beerbohm 

Anyone  can  do  any  amount 
of  work,  provided  it  isn't 
the  work  he  is  supposed  to 
be  doing  at  that  moment. 
-Robert  Benchley 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


My  favorite  animal  is 
the  mule.  He  has  a  lot 
more  horse  sense  than  a 
horse.  He  knows  when  to 
stop  eating.  And  he  knows 
when  to  stop  working. 
-Harry  S.  Truman 

Work  spares  us  from  three 
great  evils:  boredom, 
vice  and  need. 
-Voltaire 

Even  for  the  neurotic 
executive — as  for  everyone 
else — work  has  great 
therapeutic  value;  it  is 
generally  his  last  refuge, 
and  deterioration  there 
marks  the  final  collapse 
of  the  man;  his  marriage, 
his  social  life,  and  the 
outside  interests — all  have 
suffered  beforehand. 
-Richard  A.  Smith 

Most  people  work  the  greater 
part  of  their  time  for  a 
mere  living;  and  the  little 
freedom  which  remains  to  them 
so  troubles  them  that  they 
use  every  means  of  getting 
rid  of  it. 
-Goethe 

It  is  necessary  to  work,  if 
not  from  inclination,  at 
least  from  despair.  Everything 
considered,  work  is  less 
boring  than  amusing  oneself. 
-Charles  Baudelaire 


One's  lifework,  I  have 
learned,  grows  with  the 
working  and  the  living. 
Do  it  as  if  your  life  depended 
on  it,  and  the  first  thing  you 
know,  you'll  have  made  a  life 
out  of  it. 
-Theresa  Helburn 

It's  all  very  well  in 
practice,  but  it  will  never 
work  in  theory. 

-French  manac, i  mi  m  saying 
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